Insurers declare war on discriminatory procurement fee 

GONE are the days when organisations requiring insurance protection for assets, properties would impose unreasonable procurement fees, in the process, underwriting firms and insurance brokers, apart from paying the illegal fees, would fight among themselves, by employing unethical methods to secure the insurance business.

However, sanity may be returning to the market as the industry umbrella associations – the Nigerian Insurers Association (NIA) and the Nigerian Council of Registered Insurance Brokers (NCRIB), have arose to put an end to this discriminatory practices. They have directed member companies to apply for the insurance contracts without paying the procurement fees.

According to the self-regulatory bodies, the measure was intended to free the industry from discriminatory procurement policies by organisations seeking insurance protection.

“Insurance is a risk management mechanism in which for a relatively little sum, protection is provided for specified assets or liabilities. It is unthinkable that the industry, which is being invited to provide protection for the assets of your organisations will have to effect payment of fee before being considered.”

For instance, the NIA, reacting to the Nigerian Maritime Administration and Safety Agency (NIMASA) advert inviting bidders for the provision of 2012 insurance cover said: “We are a trade association of all insurance underwriting companies in Nigeria. Its primary objective is the protection of the interest of its members, those of their clients and ensure value added in its operations.”

A letter to the Director General of NIMASA and signed by the Director General, Mr. Olorundare Sunday Thomas, said: “While we recognise and acknowledge the right of NIMASA to choose whichever method it likes to determine who will provide its needed services, the conditions stated in the advertisement under reference seem to misconstrue the nature of insurance services.”

Said the NIA boss: “The requirement of bidding with the sum of N30, 000 per stated line of business before determining those who will provide the needed cover for the assets of your agency is inconsistent with the industry global practices. Insurance is a risk management mechanism in which for a relatively little sum, protection is provided for specified assets and/or liabilities as the case may be. It is unthinkable, therefore, that the industry, which is being invited to provide protection for the assets of your organisations will have to effect payment of fee before being considered.”

The association, he said, draw parallel from the services rendered by the banks (a sub-sector of the financial services industry), to ministries, departments and agencies. No bidding nor tender fee is required before determining which bank to patronise, the case of the insurance sector should not be different.

The NIA said: “The Governing Council of the association has directed all insurers, not to pay the tender fee, those that effected payment before the directive was issued may be required to demand refund.”

Similarly, the NCRIB in its directive to members said that demand for payment of fees from insurance brokers as pre-requisites for them to be engaged for their insurance services was unethical and should be condemned.

The Council said, “the law is specific on this issue as it is an offence for any person to pay or receive financial inducement for procuring an insurance business transaction is guilty of an offence.”

The Guardian gathered at the NCRIB Secretariat that the prescribed sanctions include outright expulsion and delisting of membership from the register of the council and recommendation of the brokerage firm to NAICOM for discipline.

The immediate past President, Dr. Teslim Sanusi, who signed   the directive said: “We like to use this medium to call again the attention of all brokers to the unethical practice by some corporate bodies, who have continued to demand payment of fees from brokers as a pre-requisite for them to be engaged for their insurance services. We want to use this medium to convey the strong condemnation of the council for such unwholesome act.”

“Insurance brokers are professionals, whose stock in trade is their skill like the lawyers, accountants, architects etc. While the Governing Council is already deliberating on the next action of this unacceptable practice, we like to implore any interested broker in such account to apply but without paying the demanded fees. Any broker who infringes on this directive would be severely sanctioned.”
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