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DISCLAIMER AND LIMITATION OF LIABILITY

Any persen making use of and/or relying on the rating report and ol information contained therein hereby acknowledges
that he has reod this Disclaimer and Limitation of Liabilities and has understood it and ogrees to be bound by it In its
entirety. Affixing your signature below is o pre-condition for reading or otherwise using this report In part or in whale,

ACRSL generates and publishes credit rating repont{s} {(hereafter the "rating(s)) s an independent OPIMION as to the
creditworthiness of an entity or obligor or corporate or financial entity or bank loan or facility or project linance or otherwise,
in general or with segard to a specific financlal obligation, ACRSL's ratings are statements of OPINION regarding credit [or
repayment) risk asof the date they are expressed and are NOT statements of fact. The epinion is based on established criteria
and methodologies that ACRSL continuously evaluates and updates. Ratings are inherently forward-looking and embody
assumption and predictions about future events that by their nature cannot be verified as facts. Despite any verification of
current facts, ratings can be affected by future events or conditions that were not anticipated at the time a rating is issued
or affirmed, Ratings are the collective work and product of ACRSL and no individual, er group of individuals, is solely
responsible for a rating; individuals are named for contact purposes only,

The rating does not address the risk of loss due to risks ather than credit risk, unless such risk is categorically and specifically
mentioned. Arating report providing a rating is neither a prospectus nor a substitute for the inform ation assermbled, verified
and presented to investors by the Issuer or a corporate entity and Its agents in connection with the offer or Provati Insurance
Company Limited of the securities or otherwise any other financial facilities including any term loan, working capital loan,
project loan, 50D Facilities, guarantee, debenture or any other farm of lending and facilities, and is in no way an absolute
measure of risk, and should be read in conjunction with the due diligence or otherwise any other risk evaluation. The rating
should not solely be relied on and is not a substitute for the skill, judgment and experience of the user, its management,
employee{s}), advisoris) and/or client{s] when making Investment and other business decislons. The rating I8 not an
investment advice or recommendation to grant financial facilities, lend, grant credit facilities, buy, sell, or hold stocks ar
shares, bonds, debentures in any entity or any particular security and no investment ar any other decision should be made
sehely on the basis of a credit rating. Rather, Provati Insurance Company Limited and any other users should perform theis
own analysis and conduct appropriate due diligence. The ACRSL ratings do not camment on the probability of default in
repayment of loan, redemption of bond, enforcement of securities and collaterals, adequacy of market price, the suitability
of any security for a particular investor or corporate persanality, or the tax-exempt nature or taxability of payments made in
respect of an entity or corporate personality or financlal entity or bank loan or any financial facility or a project finance or
any security or otherwise; and does nol assess or indicate the likelihood of changes in the market price or value of rated
entity's and financial facilities due to market-related factors, such as changes in interest rates or liquidity or otherwise; nor
is it an apinion of the liquidity in the market of the user's securities and creditwonhbiness . ACRSL does nol act as a fiduciary
of ar investment advisor except where registered as such. ACRSL is not engaged in the offer or Provati Insurance Company
Limited of any security ar etherwise any financial facility. ACRSL does not provide investment advice of any sort. ACRSL does
not Lake any responsibility of securing due and proper campliance with any contractual, regulatory, statutory obligations of
concerned Banks' including repayment of loan and other credit facilities granted orto begranted by the Bank(s| to Its clients.
ACRSL shall not be responsible for any default or misrepresentation by the clients of under any circumstances,

ACRSL, TS AFFILIATES, AND ANY THIRD PARTY PROVIDERS, AS WELL AS THEIR DIRECTORS, OFFICERS, SHAREHOLDERS,
EMPLOYEES OR AGENTS DO NOT GUARANTEE THE ACCURACY, COMPLETENESS, AUTHENTICITY, TIMELINESS, AVAILABILITY,
MERCHANTABILITY OR FITNESS FOR ANY PURPOSE OF THE RATING INFORMATION OR OPINION GIVEN OR MADE BY ACRSL
IN ANY FORM OR MANNER WHATSOEVER. ACRSL is not responsible for any errors or omissions, regardless of the cause, for
the resulls obtained from the use of the rating report, or for the security or maintenance of any data provided by the user.
Although care has been taken to ensure that the Information provided in a report is true, such information is provided "as
is" without a representation or warranty of any kind, express or implied, to any person or entity, despite the possibility of
human and mechanical error as well as other factors. The rating report and all data and infarmation contained in any report
is solely provided on the basis of information, quantitative and qualitative, believed by ACRSL to be true, accurate, reliable
and of satisfactory quality as derived from publicly available sources or provided by the rated entity or its agents ar
representatives. The Bank(s) client for whom & rating report may be prepared and its advisers are responsible for the
accuracy of the information they provide to ACRSL and to the market in offering documents and other reperts, In issuing its
ratings, ACRSL must rely on the work of experts, including independent auditors with respect to financial stalements and
attorneys with respect to legal and tax matters, ACRSL does net perform an audit and undertakes no duty of due diligence
or independent verification of the information it receives, including but not limited to carrying out any physical verification
{Investigation and inspection) of any books of accounts, asset registers, and lisbility accounts including actual accounts
payable etc. or other information received during the rating process and may, in certain cases, rely on un-audited financial
data. ACRSL does not carry out Individual due diligence of the shareholders of the rated entity or concern for the purpose of
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Knaw Your Custamer (KYC) or any other regulatory due diligence that is not applicable for credit rating. Regulators do not
provide ACRSL access to the CIB reports of directors, shareholders, or other persons and therefore ACRSL cannot be held
liable for any omission of information that may be contained in CIB relevant to the credit rating. ACRSL cannot be held liable
far any errors or omissions, regardless of the cause, for the results obtained from the use of the rating report, or for the
security or maintenance of any data provided by the user of the rating report, UNDER NO CIRCUMSTANCES WILL ACRSL OR
ITS AFFILIATES BE LIABLE TO ANY PARTY FOR ANY SPECIAL, DIRECT, INDIRECT, INCIDENTAL, EXEMPLARY, COMPENSATORY,
PUNITIVE OR COSTS, EXPENSES, LEGAL FEES OR LOSSES (INCLUDING BUT NOT LIMITED TO LOST INCOME OR LOST PROFITS
AND/OR OFPORTUNITY COSTS DR LOSSES CAUSED BY MNEGLIGE MCE) QR CONSEQUENTIAL DAMAGES OF ANY KIND,
INCLUDING BUT NOT LIMITED TO, COMPENSATION, REIMBURSEMENT OR DAMAGES ON ACCOUNT OF THE LOSS OF PRESENT
OR PROSPECTIVE PROFITS, EXPENDITURES, INVESTMENTS OR COMMITMENTS, WHETHER MADE IN THE ESTABLISHMENT,
DEVELOPMENT OR MAINTENANCE OF BUSINESS REPUTATION OR GOODWILL, COST OF SUBSTITUTE MATERIALS, PRODULCTS,
SERVICES OR INFORMATION, COST OF CAPITAL, OR OTHERWISE AND THE CLAIMS OF ANY THIRD PARTY, OR FOR ANY DTHER
REASON WHATSOEVER, IN CONNECTION WITH ANY USE OF THE RATING REFORT EVEN |F ADVISED OF THE POSSIBILITY OF
SUCH DAMAGES.

ACRSL may receive fees from issuers, insurers, guarantors, other obligors, and underwriters or otherwise for its rating report
and/for related services, Reproduction or retransmission in whele or in part of its report is prohibited except by permission.
All rights of its rating report are reserved by ACRSL. No content {including ratings, credit related analyses and data, model,
software or other application or output thereof) may be modified, reverse engineered, reproduced or distributed in any form
by any means, or stored in a database or retrieval system ar otherwise, without the prior written permission of ACRSL or its
affillates, unless made available publicly or for public use. In issulng and maintaining its ratings, ACRSL relies on factual
information It receives from its clients and other sources, public or otherwise that ACRSL believes Lo be credible. ACRSL
canducts reasonable research of the factual infarmation relied upon by it in accordance with its ratings methodology, ACRSL
has established policies and procedures to maintain the confidentiality of certaln non-public Information recelved in
conneclion with each analytical process. ACRSL's public ratings and analyses are made available on s website
wwwacrsibd.com and may be distributed through other means.

Information used herein was obtained fram sources believed to be accurate and reliable. However, ARGUS Credit Rating
Services Limited does not guarantee the accuracy, adequacy or completeness of any information and is not responsible from
any efrors ar omissions er for the results chtained from the use of such information, The rating is an opinian on credit guality
only and is not a recommendation to buy or sell any securities or to finance in a project, All rights of this report are observed
by ARGUS Credit Rating Services limited, The contents may be used by the news media and researchers with due
acknowledgement from ARGUS Credit Rating Services Limited,

By affixing my signature below, | am hereby acknowledging on behalf of the institution and/or individuals | represent that
we have read this Disclaimer and Limitation of Liabilities and have understood it and that we agree to be bound by it in its
entirety in any usage of and/or in reliance on the rating report and all infarmation contained therein.

Authorized Signature:

Mame:

Designation:

Date:

CONTACT INFORMATION

For Additional Infermation Plaase Contact:

ARGUS Credit Rating Services Limited
Gth Floor, SkyView Henalux Centre,
3/1 Purana Paltan,

Dhaka-1000, Bargladesh
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Ref No tACRSL37151/24

Caompany Name . Provati Insurance Company Limited

Assigned Ticker : PROVATIING

Activity : Non-Life Insurance Business

Incarporated On 31 Jan 1996

Head Office : Khan Mansion (11th Floor}, 107 Matijheel Commercial

Mrea, Dhaka-1000, Bangladesh,

Rating Type : Corparate/Entity
Publishing Date 112 Sep 2024

Rating Validity 111 Sep 2025

Analystls) : ACRSL Analyst Team
Committeals) : ACRSL Rating Commiittees

RATING SUMMARY

Mature of Rating Long-Term Short-Term Outlook

Surveillance A 5T-2 Stable

RATING DESCRIPTION

Long Term: Highest claims paying ability. Risk factors

AAA

are negligible and almost risk free.

Short Term: High claims paying ability. Protection
ST-2 factors are good and there is an expectation of

variability in risk over time due to economic and/or
underwriting conditions.

Rating Validity: This validity assumes no additional loan over that disclosed in audited
financlais FY23 [ending December 31] and management certified financial Q2FY24, and ether
information management has disclosed all material & adverse 1o financials since FY2 1L

ARGUS Credit Rating Services Ltd.
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EXECUTIVE SummMARY

Strengths:

Provati Insurance Company Limited [PICL) has a strong customer base and
wide branch netwark which provide stable revenue source for the company
and help to increase its number of customer, branch and also to build good
and long lasting ralationship with customers. This captive customer base
conslsts from different established sectors like Banks and NBFIs, Garments,
Textile, Food industry and so on. The company holds many captive clients
such as Walton Group, Rahmat Group, Bashundhara Group, Abdul Monem
Ltd., Energy Pac, Beximco Limited and so on. This strong customer base and
wide branch netwark help PICL to maintain strong operational and financial
growth in FY23.

Gross premium of PICL has increased from BDT 1,056.21 MN in FY21 to BDT
1,159.84 MN in F¥22, representing a growth of 9.81% YoY. Subsequently in
FY23 the Gross premium of the company stood at BDT 1,203.34 MN,
representing a YoY growth rate of 3.75% due to maost of the premium head
show positive intensity, which is positive rating factor in our view.

PICL has high level of financial flexibility providing cushion against default.
It has diversified revenue sources fram multiple sectors and also builds up
good reserve agalnst exceptional losses, This contributes to PICL's financial
flexibility and strong support base in case of financial stress.

Concerns:

ACRSL is concerned over the nearto-intermediate term about PICL's
exposure to the general insurance sector. Insurance sector will be one of
the hardest hit sectors of the economy, owing to the broad-based slowdown
in the economy as a whole, fueled with recent political unrest combined with
its exposure to the hardest hit sectors of the economy, such as foreign
trades, RMG and especially imports. However, owing to the COVID-1%
pandemic and subsequent lockdown, the insurance sector will face an acute
crisis on multiple fronts, as gross pramium and commissions are likely to
deteriorate due to slow economic activities owing to severe foreign currency
crisls,
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RATING RATIONALE

We, ARGUS Cradit Rating Servicas Limited (hereafter "ACRSL"), are assigning a Long-
Term rating of "AAA" and Short-Term rating of “ST-2" In favor of Provati Insurance
Company Limited (hereafter "the company'' or "PICL” or" PROVATIING"). The outlook
far the rating is Stable,

= Decade long expertise and experienced technocrats has helped Provati
Insurance Company Limited to build a strong customer base. PICL is one of the
reputed insurance companies of the country, The company has been highly
focused on its core business, insurance business. The company has captive
customer base consisting of different companies. Major businesses of the
company come from Banks and NBFIs, Garments, Textile, Food industry to name
a few. Major captive client of the company includes, Walton Group, Rahmat
Group, One Group, B.N.S Group, Sheikh Brothers, Nabil Group, Uttara Group,
Shanta Group, BBS Cables, Rangdhunu Group, Bashundhara Group, Abdul
Monem Limited, Energy Pac, Beximco Limited, Union Group, Kabir Group ameng
athers. The company s primarily staffed with professionals with long experience,
qualified insurance technocrats and a team of skilled personnel. Apart from that
PICL has developed a number of branch networks all over the country under
direct weekly super vision from Head office to reach the number of customers
throughout the country. Meanwhile the number of insured clients of PICL has
been increasing gradually.

o Gross Premium of PICL has increased from BDT 1,056.21 MN in FY21 to
BDT 1,159.84 MN in FY22, representing a YoY growth rate of 9.81%.
Subsequently, the Gross premium of the company stood at BOT
1,203.24 MN in FY23, representing a YoY growth rate of 3,75% due to
maost of the premium head show positive intensity, which is positive
rating factor in our view,

s  Historically, PICL has maintained healthy loss reserve to total assets ratio,
which is positive in our view. During the last three years, the ratio reached from
23.60% in FY21 to 23.76% in FY22, later which increased to 23.36% in FYZ3.
During last three years the ratio showed a positive Intensity which Indicate
financial backup gradually is getting better against the total assets of the
company during last three years,

s PICL's balance sheet profile remained strong with substantial liquid assets
providing cushion against claim. PICL has maintained healthy total assets as cash
and bank balance over the last three years. This means PCIL's assets are highly
liquid and can be used in case of large claims payment. Historically, PCIL has
maintained a high cash & bank balance tototal assets ratio, which s a positive
rating factor.

o Cash & Bank Balance / Total Assets: Historically, PICL has maintained a
high cash & bank balance to totalassets ratio during the last three years,
which Is a positive rating factor, The ratio was 55.09% in FY21, which
slightly decreased to 47.10% in FY21 and steady around 45.74% in FYZ3.
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o Liquid Asset / Met Claim: Historically, PICL has maintained sufficient
liquid asset to net ¢l aim ratio which is positive in our view. Durlng last
three years the ratio demaonstrated an increasing trend, and remains in
comfortable position. The ratio was 3.41x in FY21, which went up to
3.53x in FY22 and finally in FY23 the ratio stood to 3.08x in FY23.

o Overall Liquidity: Historically, PICL has maintained a sufficient overall
liguidity ratie, which Is neutral in our view. The ratio stood at 4.79x in
F¥21 which decreased to 3.92x in F¥22 and slightly down to 3.35 In
FY23,

o Balance of Funds / Total Assets: Historically, PICL's Balance of funds to
total assets ratio demonstrated a decreasing trend, but remained at a
comfort zone, which is a positive rating factor. The ratio stayed within
the range from 20.80% to 23.38% during FY21-FY¥23,

e PICL's leverage in terms of Net Liability to Equity remains high over the years.
Owver the last three years PICL's Net Liabllity to Equity ratie demenstrated an
increasing trend, and remains high. The ratio was 37.49% in FY21 to 49.03% in
F¥22, subsequently in FY23 the ratio reached to 60.54%.

o Total Liability: PICL's total liability was BDT 227.36 MN in FY21, BDT
343.66 MN in FY22 and 450.56 MN in FY23,

o Total Equity: PICL's total equity increased from BDT 776.33 MN in FY21
to BDT 833.64 MN in FY22 and BOT 846.27 MN in FY23,

ACRSL Research has a positive long-term outlook on Bangladesh's Insurance sectar,
a view that Is driven by rising Income levels, steady remittance, rapid urbanization,
and expected overall econamlc growth,

¢ |IDRA's complete guideline will be a milestone for the insurance sector of
Bangladesh. |DRA is preparing Insurance business guidelines and all the
necessary regulations. When these rules and regulations will be implemented,
then operation of insurance business will become more efficient and transparent
just like banks now. IDRA Is planning to provide central software where all the
insurance companies (head office and 2ll branches) will be able to use it
simultaneously. Therefore, IDRA can monitor all transaction easily and can solve
any discrepancy in a fast manner, This will be beneficial for all in fong-term.

s Increase in stock market exposure during this bear market would be a good
strategy for long-term investment. In this bearlsh trend, it [s easy to buy good
companies’ share at a cheap price. By now all tha insurance companies have
absorbed the stock market collapse, Therefare, in future, in good economic
condition when economic activity will increase, the stock market is expected to
get back into track and show bullish trend, Than these investments will provide
good return in form of capital gain and dividend.

* There is a big opportunity lies ahead for the insurance companies as the
population of our country are Increasing day by day. Although most of people
of our country live under extreme poverty level and want to aveld insurance
policy number of potential policy holders in Bangladesh is growing with growth
of the population. There is somewhat relation ship betweean growing populations

e

A G oS
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with the number of public vehicles. As we know all public vehicle must have an
insurance policy. So growing population also increase the motor insurance too,
That is growth in population opens greater scope for every kind of insurance
business that results in growing prospect for insurance companies.

People are now much more conscious about their safety, 5o they are
encouraged to take an insurance paliey for making their life free from any
unexpecied occurrence, Increase in literacy rate is helping predominantly to
create awareness ameng the people regarding taking insurance policy. Besides
this insurance companies are also trying to eradicate the negative attitude of
people towards the Insurance company by organizing various programs such as
seminars, programs including social responsibilities ete.

Micro insurance can be a great prospective area for the insurance business in
our country. Most of the people of our country are unable to have costly and
long-term insurance policies. Micro insurance can be provided to individual
personnel or to small business owners against little insurance premiums and with
easy terms and conditions. When they will afford to minimize their risks at a
lower price, they will take that opportunity and they will become to get used to
it. This can cover a huge portion of the society who can be a prospective target
market for this business.

Insurance companies can usually make more profit from investment activities
than from their regular insurance business, The private insurance companies are
realizing this fact and playing rale in the financial market, Insurance companies
are making large investment in government bonds, ICB projects and in private
sector business. There are opportunities te enhance profit through effective and
efficlent money management by employing capable and experienced personnel,
Scope of Investment expansion persists in the areas leasing, housing, health and
money market.

Insurance is not just a tool of risk coverage. Itis also an attractive instrument
of savings. The mixture of risk coverage with savings gives the opportunity for
innovative product designing which means service diversification. In a dynamic
insurance market one can expect to see new products being promoted at regular
Intervals. So far very little efforts have been taken to innovative and introduce
need oriented insurance services in respanse to existing threats. The prospect of
the insurance business in various sectors that affect our economy can be
differentiated in the following way.

The economy of Bangladesh is predominantly an agrarian one, with most
people engage in farming and fishing. The uncertainty of agriculture due to crap
failure caused by climate variation, drought, tyclone, flood and pests affects
farmer income as well as government revenuve. Furthermore, in the last few
years, commercialization has occurred in some sections of the agricultural sector,
Increase In Investment in the agricultural sectoris creating a new opportunity for
insurance Industry, Various agricultural insurance services are becoming
common these days. Demand for insurance protection against crap loans,
livestock loans, fisheries loans and equipment loans are also increasing day by
day
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Nowadays in Bangladesh the SME plays an important role in the economic
development. But they are deprived from taking loans from bank for large
amount. If insurance business focuses this section in Bangladesh, they are able
to contribute more in the economy, Thus, insurance business has a bright
prospect in business sector in a developing country like Bangladesh,

ACRSL remains concerned over the near-to-intermediate term about PICL's
exposure to the insurance sector. However, we have a lorg-term pasitive outlook on
Bangladesh's Insurance sector, with near-to-intermediate term concerns; based on
following analysis:

The general insurance market Is not likely to remain suppressed in the long-
term. This is because general insurance market expansion and increase of
insurance penetration in the country lles in tapping the hither to untapped
segments of the market - personal lines business that has remained neglected
sofar,

A vast majority of people especially in rural areas are left outside the insurance
coverage. This mainly results from the unawareness among the people. Even a
large portion of people don’t have the minimum idea of insurance. People are
not aware of the benefits from the insurance policy and a grest number of peaple
believe that insurance business |s nothing but cheating and assume that
Insurance policy is quite unnecessary. This negative attitude from the people is
lessening the impertance of absorbing insurance policy in a large extent.

Most of the insurance companies in our country are located in urban areas and
there are few branches in rural areas. They think that they might have better
scope for performing thelr business as the economic condition of the urban (s
better than the rural areas, They don't think that the large number of our
population reside in rural areas and if branches are expanded in rural areas, then
the business can thrive if proper mativation policy is taken to aware the mass
people of the rural areas. Thus, this centralization policy acts as an obstruction
for the growth of insurance business in our country.

Bangladesh is one of the poorest countries in the world and most of the people
in this country live under extreme poverty level. All of these people fight hard
to earn their livelihood and are marginal in relation to the expenditure with the
income, It is quite impossible for them to save some money for future need.
Therefare, they are quite unable to give the amount to the insurer which is called
as premium and regarded as safety or precautionary measures against any
accident, The number of pecple who can bear the premium to the insurance
company Is very few in regard to those mentioned above. Therefore, the overall
poor economic condition s creating obstacle to flourish the insurance business
in Bangladesh.

Mast of the insurance companies of our country are facing financial problems.
Recently government is trying to take initiative to close some of the insurance
companies because they are not maintaining the minirmum standards. They are
investing thelr money in poor securities and business which is vulnerable
regarding getting back the money with profit. As a result, most of the insurance
companies are suffering from loss years after years and for poor financial
candition the insurance companies are also unable to expand their branch which
is a barrier for the growth of insurance business in Bangladesh,

Confidential and Limited Use Only
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*  Growing cost of business is another problem that insurance companles are
facing now a day. They urge that government tax, house rent, utility, commission
fee, stationeries are growling day by day, But thefr businesses are not growing so
fast with that rate. Besides this the policy holders are not willing to pay too much
premium with growing cost that is hampering the strategies of insurance
companies. So they are facing difficulties in running their business efficlently.

* Lack of surveillance from government ministry encourages many insurance
companies to follow some unethical practices like make harassment to policy
holder and showing less in tha financial statement. This not only dastroying the
reputation of the well-known insurance companies but also creates negative
Impact in the mind of the people about insurance. Besides this government
sometimes impose some canflicting rules and regulation without discussing with
insurance companies governing body, It creates conflict among insurance
companies with government and act as ane of the main hindrances of growing
insurance business.

*  Insurance companies perform their activities by recruiting marketing agent and
they try to convince the people to take a policy. Most of the cases the agents are
not properly trained and they don't know the right process to catch potential
people to make their policy holders, Therefore, these field level agents are
unable to fulfill thelr target and act as a constraint in the insurance business.

* Spread of insurance business In Bangladesh failed for lack of proper training by
the employees specially the field employees of insurance companies. Still there
are not enough training center to provide proper training regarding Insurance
activities for the officials of insurance company. Though there is one Insurance
training center in Bangladesh it totally failed to achieve its target in insurance
field.

* Anaother main problem in the country is that the media is unconcerned to send
the right message regarding insurance to the people. As a result, a large portion
of population is completely unaware about the insurance policy. Another
problem is that the insurance company doss not provide adeguate information
in the company’s websites which can fulfill the queries of their potential
customers and satisfy themselves to buy an insurance palicy.

¢ Some Insurance companies create harassment on the policy holders or
sometimes on the dependents of the policy holders when they want back their
money after death or maturity. The insurance companies show different causes
in arder to make delay to return back the money at expected time. Sometimes
they are eager to pay less than the desired amount by creating various
clrcumstances such as they try to say that the disaster of the subject matter of
the policy is not responsible due to their activities. Besides this some field officials
also create some illegal acts. They often try to give false information to the
people for buying a policy. And these kinds of illegal acts create bad reputation
to the insurance companies and hindrance the overall insurance husiness. Those
who are harassed by the insurance companles discourage other not to take an
insurance policy Lack of motivation program towards publie,
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*  To take an insurance policy there are great number of rules and regulations
which must be compelled by the insured person, And into those rules a vast
number of complexities are present there. Therefore, the peapleare discouraged
to take insurance policy because they think that the complexities will create extra
pressure on their mind which may hamper other jobs.

Special Note: At the time of publication of this credit rating report by ARGUS Credit
Rating Services Limited, audited financial statements from FY21-FY23 (ending
December 31) and unaudited financials of Q2FY24 were available, Projections for
FY24 and FY25 were arrived after taking into consideration subsequent events up to
the date of reporting, management feedback, and industry insights.
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1. CORPORATE PROFILE

1.1. Company DESCRIPTION

History: Provati Insurance Company Limited (PICL) was incorporated as a public
limited company in January 31, 1996 upon getting parmission from the Government
for carrying out non-life insurance business: PICL's major underwriting business
includes fire, marine, mator, and miscellaneous insurance business.

Financial Base: At the end of FY23, PICL's Total Assets stood at BDT 1,715.37 MN,
Total Equity at BDT 846.27 MN, Paid-up Capital at BDT 403.12 MN, Investmants at
BOT 180.28 MN, Balance of Fund Accounts at BDT 356.76 MN, Total Income at BOT
982.63 MN and Net Profit after Tax at BDT 88.63 MN,

Rating »

Indlcators ents
. . Commen! Outlook:

Senior management of PICL comprises of industry
experts and highly qualified personnel with over 2
| decade of experience in the insUrance sector. Simila rly,
professionalism on part of management contributes to |
brand recognition and operational controls. Moreover, |
the company's senior management has sound
educational,  business, soclal  and  financial
backgrounds and networks, In effect, management
[ proficiency contributes to brand and operating |
efficiency of PICL that s a pasﬂue ratrng factor. '

| Quality of
Top
Management

Positive

Senior management brlngs change at FICL by building

group mormentum and actively mobilizing others to

initiate change. At PICL, managerment has embedded a  Positive
culture for change. Such a proactive management
contributes to a positive rating outlock.

| Management
| Adaptation

PICL's upper management has instituted strict, control |

| mechanisms and a robust infrastructural set up

focused on inhibiting negative implications of conflict

| of interests, as well as fraud, and focused on the

Management | smooth flow of operations and the company's long-

Structure term operational efficiency. For example, PICL utilizes

| Software for risk management, finance and accounting

purpose. In effect, adherence ta control mechanisms

has contributed to strong internal controls and Is a |
positive rating factor,

Pasitive

PICL has & structured HR Palicy covering various
employment policies, Including, selection and

HR Policy recruiting policies, compensation, leave policies, pogirive
among other factors for employees at all levels of the
organization, Moreover, the company's HR policy also
clearly delineates the job desc
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Rating
Indlcator
Icators Comments Outlaok

| responsibilities for each of its employees. This
| contributes to a positive factor,

| PICL's upper management has instituted strict; control

mechanisms and a robust infrastructural set up

| fﬁcgsed on continuous risk  assessment  and
| compliance with laws and regulations. PICL's internal |
controls inhibit the negative implications of conflict of |
interests, as well as fraud at all levels of the |
Internal | organization. Similarly, the internal controls have been
| Controls implemented to allow fora smooth flow of operations.
l | Furthermore, accounting controls ensure the quality of |
accounting and financial information, particularly the
conditions of under which the information is recorded,
stored, and avallable. in effect, adherence to control
mechanisms has contributed to strong internal
eontrols and s a positive rating factor,

Positive

PICL's work envirenment fosters teamwork and
collaboration. A rewarding work environment has also
contributed to higher job satisfaction, motivational,  Positive
and productivity, Overall, this is contributing to a

positive rating factor.

Waork

Environment

1.2.SHAREHOLDING STRUCTURE

The Board consists of 13 members. The members of the Board of Directars of the
Company hold very respectable paosition in soclety. They are from highly successful
groups of business and industries in Bangladesh, Each member of the Board of
Directars plays a significant role in the socio-economic domain of the cauntry, The
current Chairman is Md. Mamin Ali and the Vice Chairman is Mr, Maroof Sattar Al

Table 1 Nature of Ownership/Shareholding Percentage

Shareholders Number of Shares. % of Shares

Sponsors & Directors | 12,105,619 30.03%
' General Public ' 22,226,109 55.13% |
' Company T s e st 14.18%
‘ Company (Foreign) : 500 0.00%
| MRB (Nen-Residential Bangladesh) [ 242,030 0.60%
| All Investor Accounts : 23,310 0.06%
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1.3.BOARD OF DIRECTORS

The Board of Directors of the Company comprises well-known industrialists and
reputed personalities drawn from different walks of professions and vocations. The
members are dedicated to the cause of Islam and are committed to build up an
Islamic Insurance Institution worthy of its name:

Table 2 Directors’ shareholding are as follows

Deslgnation Holding %
- Md. Momin Ali | Chairman | 2.02%

Mz Maro_of sattar All | ViceChairman | 5.47%

 Alha Mohammed Al . Director |23k
Alhaj Md. Mofizur Rahman Director 2.00%

' Al-Haj Shahdat Hussain Director | 2.00%
Mr. Shahjahan Kabir Director ! 2.01%
Modur Rahman Ansary Director 2.00%
Sabrina Yeasmin D-I.rf.ztti.::r' 204%

| Mr. Pradip Kumar D.'?s ~ Director 532% _
tdd. Habibur Rahman Director 2.00%

| Md. Mahbubur Rahman, FCA | Jndependantmrmor ! il

| Professor. Dr. Md. Sayraduzzaman | _quig:_gg_rgtl&_r_‘l_t_llir_&gtgr_' NI
Habib £ Alam Chowdhury | Independant Director NIl
Mohammad All Talukder ' Sponsor i 2.00%

| Joarder Nowsher Ali FCA .S;':ioﬁsur | 0.34%

| Md, Ruhul Amin FCA Sponsor 0.003%

Source: PICL's audited annual report of FY23

1.4,SENIOR EXECUTIVES
Table 3 List of senlor executives as follows

Deslgnation

| Md. Zahedul Islarn (Zahid)
Shakawat Hossain Mamun
Rashed Ali Khan
Md. Kabir Hossain, ABIA

Managing Director -

Addﬁlmﬂal Managing Direcmr & HIAC -
i Addltmnal Managmg Director & HBD
| Additional Managlng Director & HUBC

Md. Saiful Isfam{ﬂzadj
| Lt.Col {R) Md. Faridul Alam, PPM, psc
Mohammed Serajul Islam '
Mehammed Mothaher Hossain
Mahbub-ul-Alam
Md, Karim Ullah
Md. Wahidur Rahman

kamal Hossain

Additional Managing Director
Asst. Managing Director
Asst.Managing Director & CFO
SEVP and Company Secretary
Executive Vice President
Executive Vice President

Vice President |
AVE
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1.5.0PERATIONS

Provati Insurance Company Limited operates through the Head Office located at
Dhaka, Zonal Offices at Chattogram, Rajshahi, Khulna, Rangpur, Mymensingh, Sylhet,
Barishal and 61 branches thraughout the country, The com pany'sbusiness operations
are being carried out in the following areas:

*  Underwriting fire insurance

*  Underwriting marine (cargo & hull insurance}

*  Underwriting motor vehicle insurance

*  Underwriting miscellaneous accidentinsurance

1.6.HUMAN RESOURCE MANAGEMENT

PICL continues to implement appropriate human resource ma nagement policies and
practices to develop its employees, and to ensure their optimum contribution
towards the achievemant of corporate goals,

We found the company Is employee friendly and efficlent service rule and regulation
policy, At the end of F¥Y23, PICL has 950 employees. At PICL, Human Resources give
the organization a competitive edge In terms of knowiedge and experience. PICL
continued their policy of recruiting the best people and Implementing programs to
develop and retain high quality human resources.

1.7.MARKET SHARE

Insurance market in Bangladesh remains extremely competitive due to existence and
operation of a large number of companies, incommensurate with the size of the

market,
Market Characteristics: Comment

| Market Competition | Very High
Bargaining Power of Customers | High
Threat of New Entrants | Low

| i |
Marketing Approach | Apgressive

Confidential and Limited Use Only Page 15 of 44
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1.8. INFORMATION TECHNOLOGY

IT has become Indispensable for Insurance companies in ensuring smooth operations
and providing efficient service. PICL has experienced and trained professionals
working on maintaining and developing the company's IT infrastructure, The IT
professionals are constantly innovating and producing in-house programs ta mest the
needs of the company. PICL at present is using web based underwriting software,
accounting software and investment software among others,

Indicators Presence/Absence
IT Development Team : Present
| Accounting SEw-are I Present
' serverand ﬂackup.Suppnn : Present
Data Security Policy . Present
M_a rket Research Software Absent
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2. FINANCIAL RISK ANALYSIS

2.1. MACROECONOMIC PERFORMANCE

Global Outlook: Global recovery is steady but slow and differs by region. The baseline
forecast is for the world economy to continue growing at 3.2 percent during 2024 and
2025, at the same pace as in 2023, A slight acceleration for advanced economies
where growth is expected to rise from 1.6 percent in 2023 to 1.7 percent in 2024 and
1.8 percent in 2025 will be offset by a modest slowdown in emerging market and
developing economies from 4.3 percent in 202310 4.2 percent in both 2024 and 2025,
The forecast for global growth five years from now at 3.1 percent is at its lowest in
decades. Global inflation is forecast to decline steadily, from 6.8 percent in 2023 to
5.9 percent in 2024 and 4.5 percent in 2025, with advanced economies returning to
their inflation targets sooner than emerging market and developing economies, Core
inflation is generally projected to decline more gradually.

Bangladesh's Economy is expected to grow moderately, in the midst of Global
Economic Slowdown,

Economic Growth: Bangladesh's economy made a strong turnaround from the
COVID-19 pandemic, but the post-pandemic recovery continues to be disrupted by
high inflation, a persistent balance of payments deficit, financial sector
vulnerabilities, and  global
econamic uncertainty.
o A BEZ Bangladesh's gross domestic
430 G040 7 .09% x
6.59% g g 45 6.10% product (GDP) is expected to
- /f' g i grow by 6.10% in fiscal year [FY)
2024, according to the latest
Asian Development Bank (ADB).
Bangladesh's post pandemic
recovery faces  continued
headwinds in F¥24. Economic
FELT | WY || FEIR (B0 R PR PV TN conditions worsened In FY23 as
Source: BES, ACASL Research inflation increased and the
balance of payments deficit widened. The introduction of a multiple exchange rate
regimea in September 2022 dis-incentivized foreign exchange inflows, leading to a
financial account deficit. Foreign exchange ratianing measures were implemented to
restrict imports, which resulted in shortages of key intermediate goods, capital goods,
gas and energy, Real GDP growth slowed significantly to 5.8 percent in FY23 from 7,09
percent in FY22, due to weakening private consumption and investmant. Parsistent
inflation eroded consumer purchasing power. Tight liquidity conditions, rising
interest rates, import restrictions, and Increasing input costs stemming from upward
revisions in the administered energy prices hampered investment activity, The
contribution of net exports to growth increased, led by a sharp contraction in
intermediate and capital goods imports. Industrial and services growth moderated on
the supply side.

Chart; GOP Growth Rate

45,
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Inflation: Inflation remained elevated, with contributions from both external and
domestic factars, Given Bangladesh’s dependence on imparts of key commadities,
especially wheat, edible oil, fertilizers and chemicals, petroleum products, yarn and
cotten, inflation started to
accelerate  around  February
2022, coinciding with the supply
chain disruptions resulting frem
Russia’s invasion of Ukraine.
Headline CPI  inflation  has
remained above 9 percent in Dec
2023, driven by persistently
rising food and non-food prices.
Continued shortages of foreign
exchange resulting in curtailment
of key imports, depreciation of
the taka against the US dollar,
increases In the domestic administered prices of gas, electricity, and petraleum
products offset lower international commodity prices, Expansion in damestic credit
with monetization of the fiscal deficit contributed to persistent demand pressures,

Chart: Inflation, % per Yeal 9.45%

T.70%

S.78% ©oamee S.65%
L W -

FY 18 F¥19 FYan Fya1l Fy22 FYa3l

Source; BES, ACRSL Ressarch

Exchange Rate: The rapid depreciation of the taka against the US dollar has had a
noticeable impact on the country's econamic growth, Bangladesh Bank depreciated
the taka further by selling the local

currency to banks Since lanuary  ChartBachange Rate, BOT per UsSfend of
FY¥22, the BB depreciated the local peciH 914 S
currency by selling the US dollarte 83 84 & 85 86 g
banks to support them meet their e e e e

forelgn  currency  requirements,

particularly for import payments,

amid the forex crisis that has been

lingering for a year, The Bangladesh

Bank (BB) has raised the dollar price  Fy17 fy1is Fvls Fy2o FY2l B2 FV23
to Tk 117 from the existing Tk 110 by Sourca: BE, ACRSL Researcl
introducing the Crawling Peg

Exchange Rate (CPER) system. A

crawling peg is a system of exchange rate adjustments in which a currency with a
fixed exchange rate is allowed to fluctuate within a band of rates.

Imports: According to Bangladesh Bank's most recent data analysis, the cost of
Imports In FY23 was $75.06 billion, In FY22, theimport cost was 589.16 billion, Earlier,

the import cost in FY21 was 565.59
B ’ Chart: Impert and Export (USD Bn)

billion. *mport ™ Export %
Exports: According to the Export - 71 . 75

] X
Promation  Bureau (EPB), the 50 a5 59 a3 l‘:ﬂ-l 59 iéz.ﬂs ﬁ5-55
country earned $55.55 billion in the F:rﬁ'[’ ﬁ ﬁg'ﬂs o | ! H
recently concluded fiscal year ! H : I | N H H

(FY23), a favorable gain of 6.67%,
with roughly 84% or 546.99 billig
coming from the RMG. The
industry increased by 10.27%

F¥17 F¥23
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Current Account Balance: A clear pleture of the status of a country's foreign
transaction situation can be obtained via the status of its current account balance,
Detalled data on regular income
Chart: Cumrent account balance in Bn

USD{BOR,] and expenditure including import
and export are usually Included in
the balance. If the account has a
surplus, the country does nat have
to undertake any debt for current
transactions. If there is a deficit, a
Inarn becomes inevitable. Current
account balance was -4.92 Bn
during the period of luly-

Source BB, ACRSL Research December 2023,

FY17 ) FY21

Fyiz

F

Total External Debt (% of
GDP): The data reached Chart: Total External Debt (36 of GDP)
an all-time high of 98.98
USD bn in Dec 2023 and &
record low of 22,1 USD
bn in Mar 2012.0ur
analysis revealed that
total external debt (% of
GDP}: showed an

increasing  trend.  The  pyiq pyys FY16 FLT Y18 FY19 Fv20 P21 Fr22 Fiz3
ratio increased Source: Warld Bask, ALRSL Research

Chart: External Debt (Fig in Bn)

95.‘55 98.99

81.61
" 68.55
g 62.63
3= 506

41.17 4581

Sowrie: BB, ACRSL Research

FYib Y17 F¥Y18 Fy149 Fy20 F¥21 Fy2a F¥23
maintaining an average rate of 14 percent from FY16 ta FY23.

Chart: Unemployment Rate Unemployment Rate: The
541% 5239 Unemployment Rate is on rise in

4,419 4.44% T Bangladesh, Unemployment refers to
the share of the labor force that is
without work but available for and
sezking  employment.  Bangladesh
unemployment rate for FY21 was 5.23%,
declined to 4,.30% in FY22. Later the rate
further declined to 4.20% in FY23,

e

FY18 FYi19 FY20 FY21 FY22 FY23

_ ) T e
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forelgn:  Bechangs Rﬁer?es Chart: Reserves in MN USD{Gross)
(Gross): Bangladesh's foreign 463514
currency reserves have slipped to 41516.7

a six-year low of USD 19,97 billion
in Nov 2023. The country's foreign
exchange reserve crossed S48
billion in August of 2021, which
was a record high, But reserves
have continued to fall since due to
higher outflow of foreign :

FYI7 O OFYIE R10 O FYED O F¥21 FYRY|
exchange compared to inflow. Source: BB, ACRSL Research March)

Interest Rate: After a gap of four years, the banking sector in Bangladesh has returned
to a market-driven interest rate regime at the prescription of the International
Monetary Fund (IMF), in arder ta step up its fight against elevated level of inflation,
In April 2020 6/9 interest rate was introduced, Then in Jully 2023 SMART was
launched, later in May 2024 market-based interest rate was introduced. The
Bangladesh Bank has decided ta implement a market-based Interest rate from July,
moving away from the 9% interest rate cap on loans, an initiative that may help the
central bank uses its policy rates effectively inits fight against higher Inflation.

Bangladesh Government Bonds | GEAREEAELTTEY Ban'g!adéii?ﬂnﬂ.am
{¥ield): The Interest rates of both Imanths

Treasury bills  and bonds are smaonths

controlled by the central bank. The
yleld of BGTB with different tenor Is
shown here,
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2.1. COMPANY SPECIFIC RISK ANALYSIS

2.2.1  Management Analysis

Effective and efficient management have been the key to PICL's growth and the
company’'s present market position. ARGUS Credit Rating Services Limited [ACRSL)
looks at the following factars as part of management analysis in order to determine
PICL's business mix, operating efficiency, and overall strengths:

i Organizational structure
i Dependence of management team on one or Mmore person
fil. Coherence of the team
iv. Independence of the management from the Board of Directars
V. Good track record of the management to date

Senior management and the company at large is currently led by Md, Zahedul Islam
{Zahid), who serves as the company’s Chief Executive Officer (CED). ACRSL research
indicates the company's financial performance has improved, especially in terms of
gross premium income, on a year over year basis from FY20 to FY22.

2.2.2  Internal Controls and Risk Management

Insurance business involves assumption of risks of many types — physical as well as
maoral. Physical risks are identified as those caused by natural catastrophes, accidental
losses and manmade disasters. The key to proper management of insurance business
risks 15 1o endure proper selection of risks as well as of the client through a vetting
process known as underwriting, General insurance companies closely follow
country’s economic development and any slewdown in the economlic activities as
these has adverse impact on the insurance industry's growth, PICL, being aware of
these business risks, practices the following to protect its interests:

®  Selection of risks which have the potential of making underwriting profit

= Diversification into many segments of business — product wise as well as client
Wise

* The company maintains a conservative reserving policy and its various technical
reserves have been created to adequately cater to unforeseen development in
the future,
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3. CORPORATE GOVERNANCE

Board Practice Presence/Absence

Existence of Board Charter I Present

Existence of Committees for audit and remuneration | Fresent
| Separate CEQ/MD and Chalrpersan | Present
. i |

Procedures to review/address external audit findings : Present

Code of Ethics/Canduck Prasente/Absence
Commitment to legal and regulatory compliance Present

| Policies to prehibit facilitation payments and bribes . Present

| Guidelines on giving and receiving glfts. ] Absent

: Training ai.'ud,‘nr clnmmun!callﬂn on code of ethics Present

Business Value and Risk Management Presence/Absence

| Demonstrated commitment to work towards long term |

{ Present

sustainability k .

| Demonstrated commitment to address social, ethical Absent

| and environment challenges

B - i |
Procedures to identify potential risks and opportunities Present
Risk Management and Internal Control Systems Present
Presence of Research and Development Team [ Absent
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4. FINANCIAL RISK ANALYSIS

4.1.OPERATING PERFORMANCE ANALYSIS

Indicators 2021 2022 Observations

- Gmss-priemiumgmmhb
iy PICL demonstrated a Meutral
e ; : : eutra
premium itk SSl W 370k N AIRe trend ouer the
Growth B e
et e - last three years. AL 0 el
Met Net Premium Growth of PICL
Premium 773%  11.27% T -1.49% J demonstrated a fluctuating ~ Negative
Growth trend till FY23.
Claims Expense ratio of PICL
Rl 36.96% 31.20% | 3524% 0 demonstrated a fluctuating  Neutral
' trend in recent years.
B Expense ratio of PICL
Ra':m 55.93% 54.33% | 5858% T demonstrateda fluctuating  Neutral
trend in recent years.
Combined ratio of PICL
Combined . : . demonstrated a fluctuating  eygral
Ratia it s e R AR trend over the last three
VN Bl _ years. RNl SR
| Retention Retention Ratio of PICL |
76.86%  77.8E% 0 73.95% . demonstrated a decreasing tre Neutral
Ratic |
in FYas, I
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4.1.1. GRrRoSS PREMIUM

\ Gross Premium (in BDT) 1056.57 MN | 1159.84 MN I 120334 MN |

Gross Premium
1250 MN

1200 MN

1150 MN |
1100 MN
1050 N i
950 MN '

2021 2022 2023

e Histarical Trend: Between FY21 to FY23, PICL's gross premium demonstrates an
increasing trend. The gross premium of PICL increased from BDT 1056.57 MN in
F¥21 to BDT 1159.84 MN in FY22 and further increased to BDT 1203.34 MN in
F'f23, representing a positive bias on PICL's gross premium,

®¢  Looking forward: ACRSL has a paositive bias on PICL's gross premium trajectory.
PICL's management assumes that their qualified marketing team will be able to
increase its present market share. PICUs new Insurance product, hezlth
insurance and weather crop insurance, is expecting to generate additional
premium going forward.
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4.1.2. CLamvs RaTIO

Claims Ratio 36.96% 31.20% 35.24%

Claims Ratio

38.00%

37.00% |

36.00% -

35.00% -

34.00%

33.00%

32.00%

31.00%

30.00%

29.00% |

28.00% | —" = i

2021 2022 2023

Histarical Trend: The claims ratio has demonstrated a fluctuating trend over the last
three years. The claims ratio of PICL was 36.96% in Fy21, which decreased to 31.20%
in FY¥22, later in FY23 its claims ratio increased by 4.04 percentage point YoY, to
35.24% which is neutral in our view.

Looking forward: ACRSL has a neutral bias on PICL's claims ratio for FY23. In line with
the increasing gross premium growth company should be able to diversify its
underwriting risk based on regular survey and other risk management tools.
However, we note that the company’s claims ratio is also affected by Covid-19,
disaster, accident, and other natural causes and Act of God, which are natariously
difficult to predict.
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4,1.3. EXPENSE RATIO

Expense Ratio 55.93% 54.33%

58.58% |

Expense Ratio

59.00%
58.00%
57.00%
56.00%
55.00%
50.00% -
53.00%

52.00% T
2021 2022 2023

+ Historical Trend: Histarically, PICL's expense ratio increased in FY23, the ratio of PICL
was Increased to 58.58% in FY23 from 54.33% in FY22, representing that the ratio
increased by 4.:25 percentage point YoY.

+  Looking Forward: ACRSL has a neutral bias on PICL's expense ratio for FY24. Glven
the increasing salaries & allowance expense, the company’s net premium is stable
at a minimal rate compared to ils peer group. Since we anticipate PICL will take
insurance business more due to high profitability, it is likely that management
expense will decrease from these levels going forward,
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4.2.OPERATING PERFORMANCE ANALYSIS

Indicators 2021 2022 2023 QOhseryations

Underwriting U_I'flq'_E_]rwriﬂﬂtEhp Tit tc::l |
Profit / 1124% 1571% 1 1434% | PrEmumratiosnowed o, )

’ a fluctuating trend over
Premium

L RIS M | thelastthreeyears:. =~
Investment Yield of
Investment FICL has demonstrated
10.59% : i i

Yield 2836 4 250% 4 a decreasing trend over Megatie

the last three years.
Net profit to premium
of -PICL demonstrated a

Net Profit / £ = !
Piarnii 18.39% 11.26% -+ 996% | dEtf’E'?S:th“ trend over MNegative
the last three years.
o _ Net profit to  total B
Net Profit income of PICL
Total :HCDI{IE 1527%  1039% J 9.02% ) demuns}rated a Negative
decreasing trend over
_ . ___thebstihresyesrs.
ROE has demonstrated
ROE 19.23%  12.20% - 1047% | adecreasing trend over  MNeutral
- G5 S I L the last three years, __|
ROA has demonstrated [
ROA 10.72%  6.34% - 5.17% ) adecreasing trend over  Neutral
the last three years. ‘
i .
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4.2.1. UNDERWRITING PROFIT / PREMIUM

| Underwriting Profit / Premium

Underwriting Profit / Premium

18.00% |
16.00%

14.00% -

12.00%

10.00% -

8.00% |

6.00%

4.00%

2.00%

0.00% - — ; -

2021 2022 2023

* Historical Trend: Between FY21 to FY23, PICL's Underwriting Profit / Premium ratio
demonstrates a fluctuating trend. During the FY21-FY22 period, the ratio of the
insurance company inclined 4.47 percentage points YoY, increased from 11.24% to
15.71%, Subsequently, during the peried FY22-FY23, the ratio decreased by 1.37
percentage points Yo, to 14.34%.

*  Llooking Forward: ACRSL has a positive bias on PICL's undarwriting profit to premium
ratio for FY24, We anticipate PICL will be able taincrease its net premium to an extent
in FY24, and be able to report a high under writing profit compared to net premium.

Confidential and Limited Use Only

Copyright © 2024 ARGUS Credit Rating Services Limited Page 28.ofaq



CREDIT RATING REPORT
PROVATI INSURANCE COMPANY LIMITED

4.2.2. INVESTMENT YIELD

2.83%

Investment Yield

Investment Yield

10.00%
8.00% -
b.00%

4,00%

[
0.00% | : :
2021 2021 023

s Historical Trend: Between FY21 to FY23, PICLUs Investment Yield demonstrates a
stable but overall decreasing trend. During the FY21-FY22 period, Investment Yield of
the insurance company decreased 7.76 percentage points Yoy, falling from 10.59% to
2.83%. Subsequently, during the period FY22-FY23, Investment Yield declined 24
Lasis paints Yoy, to 2.59%,

*  Looking Forward: ACRSL has a neutral bias on PICL's investment yield far FY24, PICL
has already absorbed the shock of stock market collapse in previous year, we are
expecting that the company will be able to report better income from share market
going forward. We anticipate PICL will be able to increase its investment income to
some extent in FY24 as current market condition is improving, and be able to report
a better investment yield.
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4.2.3. NET PROFIT / TOTAL INCOME

| |
3| 15.27% 10.39% 9.02%

et Profit / Total Income | | l

Net Profit / Total Income

18.00%

16.00%

14.00%

12.00%

10.00%

2.00%

6.00% |

4.00%

2.00%

0.00% l : - —

2021 2022 2023

s Historical Trend: PICL's net profit to total income ratio demonstrated a decreasing
trend over the past three years. The ratio of PICL decreased from 15.27% In FY21 to
10,90% in FY22.Later the ratio decreased to 9.02% in FY23.

s Looking Forward: ACRSL has a neutral bias on PICL's net profit to total income ratio
for FY24. We anticipate PICL will be able to manage its net profit to total income ratio
lessen |ts agency commission and management expense, as the regulatory autharity
IDRA said no extra commission for insurance going forward; which may increase its
net profit after tax in the coming years.

Canfidential and Limited Use Only .
Capyright © 2024 ARGUS Credit Rating Services Limited Fage. 300144



CREDIT RATING REFORT
ProvaT! INsurance Company LIMITED

4.3.LiauipITY ANALYSIS

Indicators 2021 2022 2023 Oliservations
Cash & bank balance to
Cash & Bank total assets
Balance /Total 55.090% 47.10% | 45.74% glé_'mqn'st(a[_a 5a
Assets decreasing trend over
sl thelastthree years
Liguid asset to net
Liquid Asset / ; claim demonstrates a
Net Claim e SR 08 fluctuating trend over
_____ - T the past three years. =
Overall liquidity of PICL
Overall > : demonstrates a
Liquidity IR S fluctuating trend over

tha last three years,

' Blased

Negative

Neutral

Negative
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PROVATI INSURANCE COMPANY LIMITED

4.3.1. CasH & BANK BALANCE / TOTAL ASSETS

| Cash & Bank Balance /Total Assets | 55.09% | A7.10% | 45.74%

Cash & Bank Balance / Total Assets
60.00%

50.00%
40.00% -
30.00%
20.00%

10.00%

0.00% +—
2021 2022 2023

Histarical Trend: Historically, PICL has maintalned 3 minimum level of cash & bank
balance to total assets, which is neutral in our analysis. However, during last three
years, the ratio demonstrates a decreasing trend. The ratic of PICL decreased from
55.09% in FY21 to 47.10% In FY22. Subsequently, the ratio further decreased to
45,74% in FY23.

Looking Forward: ACRSL has a negative bias on PICL's cash & bank balance to total
assets ratio for FY24. Given insurance business' unpredictable claim demand, ACRSL
cannot reliably project PICL's cash & bank balance, Since we anticipate present high
inflation will be within a stable range and ovenall economic activity will increase in
near future, it is likely that the company will increase: its cash & bank balance from
these levels going forward.
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4.3.2. OvERALL LiQuIDITY

' |
Overall Liquidity. 4.79¢ 3.92x 335 |

Overall Liquidity
6.00x

5.00x
4.00x
3.00x

2,00x

|
|
o8 ‘

0.00x
2021 2022 2023

= Historical Trend: Between FY21 to FY23, PICL's Overall Liquidity ratio demonstrates a
slightly decreasing trend. During the FY21-FY22 period, Overall Liquidity of the
insurance company declined 86 basis peoint YoY, falling from 4.79x to 3.92x,
Subsequently, during the period FY22-F¥23, Overall Liquidity ratio declined 58 basis
point YoY, to 3.35x,

&  Looking Forward: ACRSL has a neutral bias an PICL's overall liquidity ratio for FY23.
Given insurance business's unpredictable liabilities demand, ACRSL cannot reliably
project PICL's overall liguidity ratio, We are assuming that PICL's net labilities will be
within a stable range in the near future. Hence, we are expacting PICL to report a
good overall liquidity ratio going forward.
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4.4, BALANCE SHEET ANALYSIS

Indicators 2021 2022 2023 Observations Bias

et premium to total
equity demonstrates

neLPEMUM/ 057 10836% T 105.15% L an overal fuctuating  Neutrl
it trend over the last 3
=l BLART o T e years,
Net liabilities to total
Net Liabilities / equity  demonstrate
Total Equity AR 9403% T sk T gy increasing  trend Megative

over the last 3 years.

Loss reserve to total
Loss Reserve / ‘assets  demonstrates

23.60%  23.76% T 23.36% Positive

Total Assets fluctuating trend over
I . the last 3 years. 5%
Balance of funds to
Balance of total asssts of PICL
Funds / Total 23.38% 22,55% Lo 20.80% L demonstrated a  MNeutral
Assets decreasing trend over
_thelast 3years.
Total asset growth of
Total Asset T PICL demanstrated an
Growth 22.11% 15.13% 4 6.94% b dscreasing trend over Meutral
M ST o the last 3 years.
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4.4.1, Loss ReSERVE / TOTAL ASSETS

Loss Reserva / Total Assets 23.76% 23.36%

Loss Reserve / Total Assets

24.00% I
23.80%
23.60%
23.40%
23.20%
23.00% -
22.80%
22.60%
22.40%
22.20%
22.00%

2021 2022 2023

*  Historical Trend: Historically, PICL has maintained a high loss reserve to total
assets ratio which is positive. During the last three years, the ratio demonstrates
a fluctuating trend. Between FY21-FY22, the ratio increased from 23.60% to
23.765%. Finally, in FY23 the ratio stood to 23.36%.

#  Looking Forward: ACRSL has a positive bias on PICL's loss reserve to total assets
ratio for FY23. We anticipate PICL will be able to Increase its net premium going
forward, hence, 3 portion of net premium will be added to loss reserve ta enjoy
the related tax rebate. Therefare, we are expecting PICL to report a stable loss
reserve to total assets ratio,
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4.4.2. BALANCE OF FUNDS / TOTAL ASSETS

! Balance of Funds / Total Assets 23.38%

22.55% | 20.80%

Balance of Funds / Total Assets

24.00% |
23.50% |
23.00%
22.50%
22.00%
21.50%
21.00%
20.50%
20.00%
19.50%

2021 2022 2023

s Historical Trend: Historically, PICL has maintained sufficient balance of funds to
total assets ratlo. During the last three years, the ratlo demonstrates an overall
decreasing trend, The ratio of PICL decreased from 23 38% In FY21 to 22.55% in
Fyaz, Suhsaquentw in FY23 the ratio decreased to 20.80%,

¢ Looking Forward: ACRSL has a positive bias on PICL's balance of funds to total
assets for FY23. We are assuming that PICL will be able to report positive growth
In net premium, thus, balance of funds willincrease. Therefore, we are expecting
PICL to report an increasing balance of funds to total assets ratio in the near
future.
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5. CHARTS & GRAPHS

5.1. OPERATING PERFORMANCE CHARTS

Gross Premium MNet Premium
1250 MN - 950.00 -
1200 MN
900.00
1150 MN
1100 MN B50.00
1050 MN
800.00
1000 MM
950 MN | — - 750.00 '
2021 2022 2023 2021 2022 2023
Claims Ratio Expense Ratio
38.00% 59,00% -
36.00% 58.00%
57.00% |
34.00% 56,005
32.00% 55.00%
54.00%
30.00% o
53.00%
28.00% " — 52.00% o — -
2021 2022 2023 2021 2022 2023
Retaintion Ratio Combined Ratio
79.00% - 96.00%
78.00% 54.00% -
77.00% 92.00% -
76,00% 90.00%
75.00% 88.00%
74.00% 86.00%
73.00% 84.00%
72.00% 82.00%
T1.00% . : - 200024 |
2021 2022 2023 2021 2022 2023
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5.2.PROFITABILITY CHARTS
Underwriting Profit / Premium Net Profit / Total Income
20.00% - 20.00%
15.00% 15.00%
10.00% 10,00%
|
5.00% 5.00%
0.o0% 0.00%
2021 2022 2023 021 2022 2023
Net Premium Net Profit / Premium
950.00 MN - 20.00% -
900,00 MN 15.00% |
850.00 MN 10.00%
800.00 MN l 5.00% |
750.00 MN | — i v — 0.00% r— .
2021 2022 2023 2021 2022 2023

Net Profit Growth

80.00% i Investment Yield
| 12.00%
60.00% -
10.00%
40.00% 8.00%% J|
0% |
20.00% il
| 4.00%

0.00% | - : 2.00% l .
| 20m ﬁ | L

-20.00% 021 2022 2023
-40,00%
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5.3. BALANCE SHEET CHARTS
Total Liabilities to Total Equity Loss Reserve [ Total Assets
1.20m -| 23.80% -
1.00x 23.70%
0.80x 23.60% -
23,
0.60% | S0k
| 23.40% -
0:40n | 23.30% -
0.20x - 23.20%
0.00x - N 2310% — -
2021 2022 2023 2021 2022 2023
Balance of Funds / Total Assets Total Asset Growth
24.00% 25.00%
|
23.00% 20.00%
22.00% | 15.00%
21.00% 10.00% -
20.00% 5.00% I
19.00% M= . \ 0.00% — - .
021 2022 2023 021 2022 2023
ROE ROA
25.00% | 12.00%
20.00% - 10.00%
B.00% -
15.00%
6.00%
10.00%
4,00%
5.{][]%‘ i 2qu% | I
0.00% |+ — ‘ ' 0.00% | " r
2021 2022 2023 2021 2022 2023
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T
5.4.LiuiiTy CHARTS
Cash & Bank Balance / Total Assets Liquid Asset / Net Claim
B60.00% 3.60x
50.00% 3508
3.40x
40.00% | 330% |
30.00% 3.20x
20.00% 2,30
10.00% i
. ? 2.90x
0.00% | - - 280 | M , 3
2071 2022 2023 ik 2022 2023
Overall Liguidity
6.00x |
5.00x
4.00x
3.00x
2.00%
1.00x
0.00x ' r —
2021 2027 2023
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AFPENDIX A: SUMMARY OF FINANCIAL METRICS
*figures in BDT MM
Balance Sheat Metrics 2021 2022 2023
' Paid-Up Capital 347.52 .
F"mht & loss appf;:;ﬁrlatlun afc = 100.07 49.45 52_4?,
Reserve or Contingency Account | 32874 | 38107 | 40067
Total Shareholders' Equity | 77633| 83364 846.27
Balanceof Funds. | 32577|  36166| 35676
PrarnIUm Deposit I 63.69 | 65.03 | 61.78
| Liabilities & Provisions | 22738 34366 450,56
Cash & Bank ﬂalan:e B e ?5?54 75548 | ?55-33:
Fixed Assets (At Costless Depr.) | 18627 | 22085 | 23221
Total Assets | Assets 139315 | 1,604.00 | 1,715.37
Gruss Premium 1,056.21 |  1,159.84 | 1,203.34
Re—lnsurance Premlum S P =
NetPremum = . 81183  903.30 280.86
‘Commission on Re-insurance | 5781 47.08 67.73
Agency Commission ' ' 157.95 17398 | 180,50
“L-a_st \rear 5 Unexp:réd Hisl-: 301.46 325.77 | 361.66
[ R e e 30003 | 28184 | 31357
I Managemen.ﬁ;penses ___':__:_ ] 296953_' (i 316.34 —BII}.SU'_
Reserve for Unexpired Risk 32577 361.66 356,76
‘Underwriting Profit | 9125 | 14192 127.61
Income Statement Matrics
GrossPremium 05621 |  1,150.84  1,203.34
NetPremium | 81183 90330| 88986
cDmrnisﬂ-:m on R Re-lnﬁuranr,e Ceded— 7 _ __5?3{_ 47.08 | 67,73
Commission an Re-insurance Accepted E_FDU - 0.00 0.00
Agency & Commission | 15795| 17398 | 18050
| Lastyear's Unexpired Rlsk J 30146 325.97 _ 361.66
| Net Claims 37 30003 | 28184 | 31357
|| Management ExpEﬂﬁEs [Funds} - n _ﬂﬁ_ﬁ_g 31674 _ﬂfﬂ
| Reserve for for Unexplred Risk- 32577 | _351 66 356.76
Untien.untlng Profit/( Luss} . . | 9118 1192 |  127.61 |
Investment_ﬁ_t{l‘_ther Income I : ICI_B_EEI_T X 23 15._ B 25.04
Maﬁagermmt Expenses {N,.’A to funds} 23;5@ - ?rﬂ 01 ' 36.08
NetProfit Before Tax | 17608 14006| 11657 |
Net Profit After Tax 14933 10167 |  88.63
Source: PICL's audited financials of FY21-FY23 T
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APPENDIX B: SUMMARY ANALYTICS

indicators
Total Income Growth 48.20% -14.77%
Gross Premium Growth | 1424% 9.81% 3.75%
Net Premium Growth o 7mw| 1aim| 148%
.E;e_rmr:: Ratio | 7e8e% |  77.88% 73.95%
Claims Ratio S 3696% |  3120% |  35.24% |
ExpensE li;;.o - 55.03% |  54.33% |  58.58%
Combined Ratio e 92.3_9%"' 85.53% | -9_3_.32%
| Underwriting Profit / Premium 11.24% | 1571% |  1434%
InvestmentYield | iosem | ama% | 250%
‘NetProfit/Premium | 18.39% |  1126% |  9.96%
| Net Profit / Total Income 1527% |  1039% |  9.02% |
NetProfit Growth 62.21% | -3192% |  -12.83% |
Cash & Bank BalaJ;ce_,r'T;t_a_lAssets . 5509% i “4';155?“?4_%
LquidAsset/NetClaim | 340.78% | 35289% | 307.73%
Overall Liquidity | 478ee% |  39247% | 33481%
' NetPremium / Total Equity 0457% | 108.36% |  10515% |
| Netliabilities / Total Equity 37.49% |  49.03% |  60.54%
| Loss Reserve / Total Assets 2360% 2376% |  23.36%
Balance of Funds / Total Assets |  23.38% | 22.55% | 20.80%
investments in Share / Total Assets | 1076% | 835%  43%%
Total Asset Growth | 2n% | 1513%  6.94%
ROA | o eaax|  sam|
ROE _| _ 19.23% | 1. 10%"_| 10. 47%

Source: ACRSL Research
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APPENDIX C: LONG TERM RATING DETAILS

ACRSL Insurance Ratings (Long Term)

Rating Definition
[ AAA

Triple A
(Highest
safety)

AR+, AD, AA-

Double A
(High Safety)

A+, A, A-
Single A
(Adequate
Safety)
BBB+, BEE,
BBE-
Triple B
(Moderate

__ Safety)

BB+, BB, BB-
Double B
{Inadequate
Safety)

B+, B, B-
Single B
(Risky)

CC+, CC, CC-
Double C
(Vulnerable)

C+,C,C-
Single C
(Mear to
Default)

0]
Single O
(Default)

|
| Highest claims paying abllity. Risk factors are negligible and
almost risk free,

Wery high claims paying ability. Protection factors are strong. Risk
iz modest, but may vary slightly over time due to underwriting
and/or economic condition,

| High claims paying ability. Protection factors are good and there
is an expectation of variability in risk over time due to economic |
and/or underwriting conditions,

Good claims paying ability, Protection factors are good, Changes
in underwriting and/or economic conditions are likely to have
impact on capacity to meet policyholder obligations than insurers

in higher rated categories,

Average claim paying ability. Protection factors are average. The
companies are deemed likely to meet these obligations when
due. But changes in underwriting and/or economic conditions are
more llkely to weaken the capacity to meet policyholder
obligations than insurers in higher rated categories.

Inadequate Claim paying ability. Protection factors are weak.
Changes In underwriting and/or economic conditions are very
likely to further weaken the capacity to meet policyholder
abligations than insurers in higher rated categories.

| Paor claims paying ability. Adverse underwriting or economic
| tonditions would lead to lack of ability on part of insurer to meet
| policyholder obligations.
Very high risk that policyholders' obligations will not be paid
when due. Present factors cause claim paying ability to he
vulnerable to default er very likely to be default. Timely payment
of policyholder obligations possible only if favarable economic
and underwriting conditions emerge.

Insurance companies rated In this category are adjudged to be
currently in default or likely to be in default soon.
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AppPENDIX D: SHORT TERM RATING DETAILS

ACRSL Insurance Ratings (Short Term)

Rating Dafinition
| |

‘ 5T1-1

5T-2

5T-3
5T-4

5T-5

5T-6

Highest Grade

Very high claims paying ability. Protection factors are strong, Risk |

is modest, but may vary slightly over time due to underwriting
and/or economic condition.

High Grade
High claims paying ability. Protection factors are good and there

is an expectation of variability in risk over time duge to economic |

andfor underwriting conditions,

| Good Grade

Good claims paying ability. Protection factors are good. Changes
| in underwriting and/or economic conditions are likely to have
impact on capacity to meet policyholder obligations than insurers
in higher rated categories.

Satisfactory Grade

Average claim paying ability. Protection factors are average. The
companies are deemed likely to mest these abligations when
due. But changes in underwriting and/or economic conditions are
mare likely to weaken the capacity toc meet policyholder
obligations than insurers in higher rated categaories.

Non-Investment Grade

Inadequate Claim paying ability, Protection factors are weak.
Changes in underwriting and/or economic conditions ara very
likely to further weaken the capacity to meet policyholder
obligations than insurers in higher rated categories

Default
Insurance companies rated in this category are adjudged to he
currently in default.
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