Disquiet in market as underwriters, brokers reconcile accounts 

 

There is palpable disquiet in the market as underwriters and brokers struggle to reconcile accounts to enable the former make submission of accounts to the market regulator, the National Insurance Commission (NAICOM). Insurance companies have till June of a current year to submit their report of activities of the previous year to NAICOM. As at three weeks ago, only about two or three companies had submitted their 2009 full year result to the commission.
The anxiety in the market at the moment is as a result of the commission’s new resolve to enforce penalties on operators that fail to disclose issues of outstanding premiums. The commission’s guidelines for 2009 give companies up to twelve months to carry outstanding premiums in their books, after which period it must be written off as bad debt. But now, the tenure for outstanding premium has been reduced to six months, according to the commission’s guidelines for 2010.
This situation has led to some unease among brokers who hold premiums due to underwriters for so long, and with the new policy, NAICOM insists that debtors of such premiums and their details are forwarded to the commission. This implies that brokers that withhold premiums would be severely penalised by the commission. As market analysts put it, it is coming at a time when the insurance industry will achieve its principle of “no premium, no cover” and the operators would be on their toes to do things rightly.
When NAICOM in 2009 insisted that underwriters must forward their list of debtor brokers in 2008 result, brokers felt very uncomfortable, accusing underwriters of reporting them to the commission. But justifying the guidelines, Fola Daniel, Commissioner for Insurance, said: “These were all to clean the industry of debt mess so that we can be better.”
According to him, the commission will adopt more draconian measures that will ensure that insurance is practised the way it should be. “Tell me why we should allow a company to renew a particular business to which its premium has not been paid for past two years,” Daniel queried.
Tunde Oshadiya, managing director, Oasis Insurance plc, described the new policy of NAICOM as a healthy one, and expressed the optimism that it would impact positively on the overall development of the industry. Oshadiya stated that the policy would encourage transparency and make practitioners sit up to their responsibilities since companies are now compelled to put in their annual report and all the details of outstanding. To some brokers who preferred anonymity, the industry is undergoing through over-regulation by insisting on “no premium, no cover.”
They noted that the country’s insurance industry was yet to mature for such strict guideline since people are still being persuaded to buy insurance. According to a broker, “there will be time for such a law, when people on their own would go to meet an insurer or broker to ask for cover, but it’s not yet like that.”
 

The broker, who preferred not to be named, asks: “Would you tell a customer of yours who has been doing business with you for four or five years that you cannot get him cover because he has no cash; I mean, what kind of harm would you be doing to such a relationship?”
The broker advises NAICOM to soften on the policy, pending when the market develops to that level. 
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