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Preamble 

1. As a result of the growing challenges arising from huge levels of outstanding premiums reported 

in the financial statements of Insurance Companies, The National Insurance Commission (The 

NIC) has carried out a detailed review of the subject. Our findings show that: 

a. Insurance companies have continued to report huge amounts of outstanding premiums while 

at the same time making equally large amounts of provision for bad debts without significant 

subsequent recoveries. 

 

b. There are wide disparities between what insurers claim are due from (debtors) policyholders 

and brokers and what debtors agree are actually due to insurers. 

 

c. There are several cases of significant amount of premiums that had been paid over to insurers 

but due to lack of appropriate record keeping, these could not be matched against relevant 

debts. 

 

d. The huge outstanding premiums have had a significant knock on effect on Reinsurers. 

 

Firstly, Insurance Companies are unable to pay their reinsurance premiums whilst the 

premiums remain unpaid by the policyholders. Subsequently, the Reinsurers are unable to 

pay their retrocessionaires. This creates serious credit risk exposures for both the Insurers and 

Reinsurers. 

 

Secondly, when the premium debts are eventually declared bad or doubtful and have to be 

written off, it creates complications for Reinsurers as they (the Reinsurers) would have 

already placed the business with their retrocessionaires. 

 

e. The current state of affairs has not only increased the credit risk of Insurers, but has also 

introduced uncertainty in the market as to the capacity of many Insurers to meet their 

obligations to policyholders and other stakeholders. This has contributed significantly to the 

inability of Insurance Companies to pay claims promptly and adequately.  

 

2. In order to protect the interest of policyholders and other stakeholders from the 

undesirable consequences aforementioned, Insurance Brokers, Agents, Underwriters and all 

policyholders (corporate and individuals) are required to comply with the following directive 

issued by the Commission in accordance with Section 138 (a) Insurance Act, 2021 (Act 1061). 

 

 

Strict Observance of “No Premium, No Cover” Regime  

 

3. All insurance covers shall now be provided on a strict ‘No Premium No Cover’ basis. 

Consequently, only covers for which the premium has been received, directly by the Insurance 

Company shall be recognizable as income in the books of the Insurer. Any Insurer, who grants 

cover without having received premium, shall be liable to a penalty of 10 times the amount of 

premium involved. 
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4. Cover may be granted on an annual or time-on-risk basis. Irrespective of the cover granted, the 

premium should be received by the Insurance Company before cover is granted. 

 

5. Insurance Brokers are reminded that they are not allowed to receive insurance premiums directly 

in their names. All cheques for insurance premiums are required to be written in the name of the 

Insurance Company                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               

granting cover. A broker who receives premiums in cash on behalf of an insurer shall remit same 

to the insurer within 24 hours. 

 

6. Where premiums are paid by a policyholder to a Lead insurer in the case of Co-insurance, the 

lead insurer shall within 24 hours of receiving the insurance premium, notify all the co-insurers in 

writing in each case, of the receipt of such insurance premium. The lead insurer shall then pay the 

appropriate premiums to the respective co-insurers within 7 days of the notification. A Lead 

Insurer who fails to notify all co-insurers of any premium received on their behalf, shall be liable 

to a penalty of *1,000 penalty units in each case of failure to notify. 

 

7.  A lead insurer who fails to pay the co-insurers premiums received on their behalf within 7 days 

of receiving such premiums will be liable to a penalty of 10 times the amount of premium not 

remitted to the co-insurer(s). 

 

Remittance of premiums to Reinsurers 

 

8. All remittances by Insurers of reinsurance premiums to Reinsurers shall be in accordance with the 

terms of the reinsurance contract. Evidence of such remittance to Reinsurers by the Insurer shall 

be a condition for determining admissibility of reinsurance debtors in the insurer’s financial 

statement.  

 

9. In particular, all local facultative premiums should be paid within 48 hours of receipt of 

premiums from the insured after the approved cheque clearing days by the Bank Ghana. 

 

 

       Transition Arrangement 

 

10. All Insurance Brokers and Insurers are required to carry out a reconciliation of their accounts and 

all unremitted premium should be paid over to Insurers and Reinsurers as the case may be 

quarterly. 

   

11. All penalties imposed on an insurance operator pursuant to this directive shall be disclosed in its 

annual financial statements and reported to shareholders. 
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12. All premiums that remain outstanding as at 31
st
 December of each year shall be written off. 

In consonance with this, there shall be no outstanding premiums in the books of any 

Insurer. 

 

 

 

 

         ….…………………………… 

          

        Commissioner of Insurance 

 

 

 One penalty unit is equivalent to what is prescribed in the interpretations act or a directive 

by the Attorney General. 


