PREMIUM COLLECTION AND INVESTMENT ANALYSIS OF
NLG INSURANCE COMPANY LTD.

A Thesis Submitted to:
Office of the Dean
Faculty of Management

Tribhuvan University

Submitted By
Sagar Ojha
Kailali Multiple Campus
Dhangadbhi, Kailali, Nepal
T.U. Regd.N0.7-1-327-873-99
Roll No.: 1268

In partial fulfilment of the requirement for the Degree of Master of
Business Studies (M.B.S.)

July, 2010



DECLARATION

| hereby declare that the work reported in this thesis entitled “Premium
Collection and investment analysis of NLG Insurance Company Ltd.” submitted
to office of the dean, Faculty of Management, Tribhuvan University is my original
work donein the form of partial fulfilment of the requirement for the Master’s Degree
in Business Studies (MBS) under the supervision of Associate Professor Dr. Padam

Raj Joshi.

Sagar Ojha
Researcher



ACKNOWLEDGEMENT

First of al, | would like to express my sincere gratitude and appreciation to
my respected supervisor, Dr. Padam Ra Joshi, Associate Professor of Kailali Multiple
Campus for his invaluable guidance, support and encouragement by providing
valuable time, material, which helped this dissertation to come to life. This thesis
wouldn’t have been completed without his kind help and guidance.

| want to acknowledge to the top level as well as middle level staffs of NLG
Insurance Co. Ltd. who provided me necessary data and information for this study.

| would like to thanks all the members of Bipin Communication Center,
Dhangadhi for their help and timely service in typing and printing this thesis.

| equally remember my reverend parents and all the family members specially
my life partner Ms. Durga Mishra (Ojha) for their inspiration, support and kind
cooperation.

Finaly, | do not want to declare that the study is perfectly satisfactory and
complete, as there may be limitations and shortcomings because of the limited time
and resources. |, hereby take the responsibility of all those.

July, 2010
Sagar Ojha

Dhangadhi, Kailali

Xi



TABLE OF CONTENTS

Recommendation
Viva-Voce Sheset
Declaration
Acknowledgement

Table of Contents

List of Tables

List of Figures
Abbreviations

Chapter |: Introduction

1.1 Background of the study
1.2 Profile of NLG Insurance Co. Ltd.
1.3 Statement of the problem
1.4 Objective of the study
1.5 Significance of the study
1.6 Limitation of the Study
1.8 Organization of the study

Chapter |1: Review of Literature
2.1 Review Of Conceptual Framework
2.1.1 Historical Background Of Insurance
2.1.2 Types of Insurance
2.1.2.1 From Business point of View
2.1.2.2 From Risk point of View
2.1.3 Sources of Funds
2.1.4 The Principles of Investment
2.1.5 Development of Insurance Businessin Nepal

2.1.6 Historical Background of National Life Insurance Co. Ltd.

2.1.7 Importance of Insurance
2.1.7.1 Usesto an Individua
2.1.7.2 Usesto Business
2.1.7.3 Uses to the Society
2.1.8 Legidation Relating to Insurance in Nepal

0 00 N O b~ b~ P

10-32
10
11
13

13
14
15
16

17

19
20
20
22
23
24



2.2 Review of Previous Studies

Chapter 111: Research M ethodology
3.1 Research Design
3.2 Population and Sample
3.3 Nature and Source of Data
3.4 Data Collection Techniques
3.5 Data Processing
3.6 Tools and Techniques
3.6.1 Financial Analysis Tools
3.6.1.1 Ratio Analysis
3.6.2 Statistical Analysis Tools

Chapter- 1V: Data Presentation and Analysis
4.1 Analysis of Premium Collection
4.1.1 First Premium Collection to total life premium collection
4.1.2 Renewal Life Premium to total life premium collection
4.1.3 The total amount of Life Premium Collection by NLIC
4.2 Analysis of Investment Return
4.2.1 Investment on Government Saving Bond to Total Life Investment
4.2.2 Investment on Bank Fixed Depositsto Total Life Investment
4.2.3 Investment on Policy Loansto Total Life Investment
4.3 Comparison of Life Premium Collection
4.4 Life Insurance Business in Nepal
4.4.1 Investment of Life Insurance Fund by NLIC
4.4.2 Comparison of Life Investment
4.5 Analysis of Claim paid by Insurance Companies
4.5.1 Life Claim Paid to premium Collection
4.6 Analysis of Return on Investment
4.6.1 Return on government saving bond
4.6.2 Return on Bank Fixed Deposits
4.6.3 Return on Policy Loan

4.7 Net Rate of Investment for Life Insurance Companies

28

33-38
33
34
34
34
35
35

35
36
37

39-69
39
40
4
43

45
46
47
49
51
51
53
56
56
57
58

59
60

62



4.8 Correlation Analysis 64
4.8.1 Correlation between premium collection and investment of NLIC 64

4.9 Test of Hypothesis 66
Chapter-V: Summary, Conclusion and Recommendations 69-77
5.1 Summary 69
5.2 Magjor Findings of the Study 71
5.3 Conclusion 74
5.4 Recommendations 75

BIBLIOGRAPHY
APPENDIX



List of Tables

Table 2.1: Insurance Companiesin Nepal

Table 4.1: First Life Premium to total Life Premium Collection

Table 4.2: Renewal Life Premium to Total Life Premium Collection
Table 4.3: Total Amount of Life Premium Collection

Table 4.4: Investment of Government Saving Bond to Total Life Investment
Table 4.5: Investment on Bank Fixed Deposits to total Life Investment
Table 4.6 Investment on Policy Loansto total Life Investment

Table 4.7: Comparision of Life Premium Collection

Table 4.8: Tota Life Investment by NLIC

Table 4.9: Comparision of Life Investment

Table 4.10: Life Claim Paid to total Life Premium Collection

Table 4.11: Return on government saving bond

Table 4.12: Return on Bank Fixed Deposits

Table 4.13: Return on Policy Loans

Table 4.14: Net Rate of Investment Return of Life Insurance Companies
Table 4.15: Correlation of Premium Collection and Investment of NLIC
Table 4.16: Premium Collection of NLIC and NLIC

18
40
42
43
45
46
48
49
52
54
56
58
59
61
62
65
67



List of Figures

Figure 4.1: First Life Premium Collection

Figure 4.2: Renewal Lifeto Total Premium Collection

Figure 4.3: Life Premium Collection of NLIC

Figure 4.4: Investment on Government Saving Bond to Total Life Investment
Figure 4.5: Investment on Bank Fixed Deposits to total Life Investment
Figure 4.6: Investment on Policy Loansto Total Life Investment
Figure 4.7: Comparison of Life Premium Collection

Figure 4.8: Total Life Investment by NLIC

Figure 4.9: Comparision of Life Investment

Figure 4.10: Life Clam Paid to total Life Premium Collection

Figure 4.12: Return on Bank Fixed Deposits

Figure 4.13: Return on Policy Loans

Figure 4.14: Net Rate of Investment Return of Life Insurance Companies

M
42
43
45
47
48
50
53
55
57
60
61
63



ABBREVIATIONSUSED

VDC - Village Development Committee
FY - Fiscal Year

HMG - His Mgjesty Government

HMG/N - His Majesty Government Nepal

i.e -Thatis

MBS - Master of Business Studies

NLGI - National Life and General Insurance
NLGIC - National Life and Genera Insurance Company
Co. Ltd. - Company Limited

No. - Number

PE - Public Enterprise

NG - Nepal Government

Rs. - Nepali Rupees

VAT - Value Added Tax

T.U. - Tribhuvan University

SD. - Standard Deviation

CV - Cofficient of Variation



