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*The rating is subject to the company maintaining solvency ratio above regulatory requirement
Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The rating factorsin the strong promoterswith General Insurance Corporation of India (GIC India) holding 26% stake in
GIC Bhutan Reinsurance Limited (GIC Bhutan) and two strong local promoters holding17%and 12% in the company.
GIC Bhutan benefits from the shared GIC brand and also gets managerial and businesssupportfromGICIndia. During
last year, GIC also participatedin rights issue of the company, which helped augment capital base of the company. The
rating also takes into account the fact that GIC Bhutan is the sole reinsurer in the under penetrated Bhutan insurance
market. The ratingis, however, constrained due to the small scale of operations, small capital base and low track record
of operations. Promoter strengthand continued support, business growth, liquidity, solvency position and profitability
are key rating sensitivities.

Key Rating Sensitivities
Factors that could lead to positive rating action/ upgrade
e StrongBusiness growth

e Improved Profitability
e  Substantial improvementin Solvency Ratio

Factors that could lead to negative rating action / downgrade
e Dilutionin supportfrom promoters and GICin particular

e Reductionin the solvencyratio below regulatory requirement

Detailed description of the key rating drivers
Key Rating Strengths

Strong promoters; shared brand name and managerial support from GIC India: GIC Bhutan is a joint venture
Reinsurance Company promoted by General Insurance Corporation of India (GIC) (rated ‘CARE AAA(Is) Stable) holding
26% share and two local promoters holding 17% and 12%in the company. GIC Indiais majority owned by Gol and it is
the dominantreinsurerin India. GIC Bhutan enjoys the advantage of shared brand equity with GIC Indiawhich helpsin
recognition globally and securing additionalbusiness. It has managerial and business support from GIC India. GIC of
India has appointed two nominee directors on board of GIC Bhutan. GIC has also stated that GIC Bhutan remains an
importantand strategic holding forthem and theywould supportit. One of the local promoters, Mr. Dasho Sangay
Wangchuk used to be Chairman of Druk PNB Bank Limited. Ms. Aum Damchoe Dem, another local promoter of GIC
Bhutan, is the Chairman of Pelden Group of companies which is an industrial conglomerate of Bhutan. Both the local
promoters had expressed theircommitmentin supporting GIC Bhutan in termsof its capital requirements. During last
year, GIC Bhutan raised equity capital of Nu./INR 60 crs to augmentits capital base, thougharightsissue,in which GIC
had participated.

Sole reinsurer in under penetrated Bhutan insurance market: GIC Bhutan continues to be the only reinsurance
company in Bhutan. The Bhutan insurance market is under penetrated with only two playersin the general insurance
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industry namely, Royal Insurance Corporation of Bhutan and BhutanInsurance Limited. Withincreased growth in the
market, there would be opportunities for growth for GIC Bhutan which is the sole reinsurer in Bhutan. The Royal
Monetary Authority of Bhutan, the regulator for the financial sector in Bhutan, had stipulated that the domestic
insurance companies have to cede a minimum of 5% of its total written business to the domestic Reinsurance Company
i.e.GIC Bhutan. However, RICBL one of the two insurance companiesapproached and took permissionfrom regulator
that they will give 10% to GIC Bhutan Re only on Treaty cession and not on policy cession. Other company BIL continues
to cede 10% on eachpolicy.

Key Rating Weaknesses

Smaller scale of operations and low capital base: GIC Bhutan has started with a small capital base of Nu 50.0 crore.
There has been infusion of capital of Nu./INR 60 crore in November 2020 through a rights issue. Hence after this
infusion, the capital has increasedto Nu./INR 110 crore. The solvency positionis adequate with GIC Bhutan reporting a
solvency ratio of 1.54 times as on December 31, 2020, against the stipulated 1.00times required by Insurance regulator
of Bhutan, Royal Monetary Authority of Bhutan.

Low track record of operations: GIC Bhutan started operations in September 2013 and has till now completed eight full
years of operations. So it has relativelylowertrackrecord of operationsand is yet to go through the various business
cyclesin anew geographylike Bhutan. However, the companyhas risk exposures comprising treaty cessions through
obligatory route as well as non-obligatory cessions, facultative covers fordomestic aswell as overseas insurers and
excess of loss cover. Italso has retrocession agreements with otherreinsurance companies. During FY20(refers to the
period from January to December 2020), Gross premium written stood at Nu.119.58 crore compared to Nu.117.93 crore
in FY19. However lower claimratio led to underwriting profit of Nu.8.85 crore in FY20 compared to underwriting loss of
Nu.3.37 crore in FY19. The company earnedinvestmentincome of Nu.10.46 crorein FY20(Nu.9.99crore in FY19) from
its investments including deposits and Loans andadvances. Overall, the company reported PAT of Nu.14.49 crore in
FY20 compared to Nu.4.70crorein FY19.

Analytical approach: Standalone analysis of the financials along with factoring in strength and support from its
promoters

Applicable Criteria

Issuer Rating

Criteria on assigning Outlookto Credit Ratings
CARE’s Policy on Default Recognition
Financial ratios - Insurance Sector

Insurance Sector

Factoring Linkages Parent Sub JV Group

About the Company

GIC Bhutan Re Ltd isajoint venture Reinsurance Company, established on September 5, 2013, with total paid up equity
capital of Nu.50 crore, promoted by General Insurance Corporation of India holding26% share and two local promoters
holding 17% and 12% in the company. The balance 45% has been offered to the publicthrough Initial Public Offering in
June 2014 post which GIC Bhutan got listed on Royal Securities Exchange of Bhutan. The two local promoters are Mr.
Dasho Sangay Wangchuk, used to be Chairman of Druk PNB Bank, Bhutan and Ms. Aum Damchae Dem, Chairperson of
Pelden Group of Companies (an industrial conglomerate of Bhutan). The RoyalMonetary Authority of Bhutanis the
regulator for the entire financial sector in Bhutan. GIC — Bhutan Re has underwrittenreinsurance forgeographies like
SAARC, ASEAN, MENA, Central Asia and Former Soviet Unioncountries. Ason December31,2020,GICBhutan Re had
major exposure in India, Bangladesh, Nepal, Oman and Vietnam. Operations of GIC-Bhutan Re are headed by Mr.
Kesang Wangdi (CEO of the company). Mr. Kesang Wangdi has a past working experience of 24 years and his last
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organization served was Bhutan Chamber of Organization as Dy. Secretary-General. He joined GIC Bhutan Re in January
2020.

Brief Financials (Nu. crore) FY19 (A) FY20 (A)
NetPremium Earned 106.37 105.25
PAT 4.70 14.49
Tangible Net Worth 45.44 119.92
Solvency Ratio (times) 1.78 1.54

*fiscalyear standsfor the period Jan1 - Dec 31
A:Audited

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Complexity level of various instruments rated for this company: Annexure 4

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the|Rating  assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) |Outlook
Issuer Rating - - - - CARE A (Is); Stable
Annexure-2:Rating History of last threeyears
Sr. Name of the Current Ratings Rating history
NoJinstrument/Bank Type Amount Rating Date(s) &Date(s) &|Date(s) &|Date(s) &
Facilities . Rating(s) [Rating(s) [Rating(s) Rating(s)
Outstanding . . . . . . R .
(Rs. crore) assigned inassigned infassigned injassignedin
2021-2022 [2020-2021 |2019-2020 [2018-2019
. CAREA (Is); September
1. [Issuer Rating LT - Stable - 04,2020 - -

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not Applicable

Annexure-4: Complexity level of various instruments rated for thiscompany

Sr. No. Name of Instrument Complexity Level

1 Issuer Rating Simple

Annexure-5: Bank Lender Details
Click here to view Bank Lender Details
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Note on complexity levels of the rated instrument: CARE Ratings has classified instruments rated by iton the basis of

complexity. This classification is available at www.careratings.com. Investors/market intermediaries/regulators or others
are welcome to write to care@careratings.com for any clarifications
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Media Contact

Name — Mr. Mradul Mishra
Contactno.—+91-22-68374424

Email ID — mradul.mishra@ careratings.com

Analyst Contact 1

Name - Mr. Himanshu Shethia
Contactno.—+91-9987261161

Email ID — himanshu.shethia@careratings.com

Analyst Contact 2

Name - Mr. Karthik Raj
Contactno.—+91-9980562244

Email ID — karthik.rajl@careratings.com

Business Development Contact

Name — Mr. Saikat Roy
Contactno.—+91-22-67543495

Email ID— saikat.roy@careratings.com

About CARE Ratings:

CARE Ratings commencedoperationsin April 1993 and over two decades, it has established itselfas one of the leading
credit rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also
recognized as an External Credit Assessment Institution (ECAI) by the Reserve Bankof India (RBI). CARE Ratings is proud
of its rightful place in the Indian capital market built around investor confidence. CARE Ratings provides the entire
spectrum of credit rating that helps the corporates to raise capital for their various requirements and assists the
investorsto forman informed investment decisionbasedon the credit risk and their own risk-return expectations. Our
rating and grading service offerings leverage our domain and analytical expertise backed by the methodologies
congruentwith the international best practices.

Disclaimer

CARE’s ratings are opinions on the likelihood of timely payment of the obligations underthe rated instrument and are
notrecommendations to sanction, renew, disburse orrecall the concerned bank facilities or to buy, sell or hold any
security. CARE’s ratings do not conveysuitability or price forthe investor. CARE’s ratingsdo not constitutean audit on
the rated entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate
andreliable. CARE does not, however, guarantee the accuracy, adequacyor completeness of any information and is not
responsible forany errors or omissions or for the results obtained fromthe use of such information. Most entities
whose bank facilities/instruments are rated by CARE have paid a creditrating fee, based onthe amount and type of
bank facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the
entity. In case of partnership/proprietaryconcerns, the rating /outlookassigned by CAREis,inter-alia, based on the
capital deployed by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may
undergo change in case of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in
addition to the financial performance and other relevant factors. CARE is not responsible forany errors and states that
it has no financial liability whatsoever to the users of CARE’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may
involve acceleration of payments in case of rating downgrades. However, ifany such clauses are introduced and i f
triggered, the ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscriptioninformation, please contact us at www.careratings.com
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