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Nigerian Insurance Industry Reform Act 2025: Implications for the Nigerian
Insurance Sector

Background

Nigeria’s insurance sector has been considered underdeveloped relative to the size of the economy. Persistent
issues such as low penetration, weak public confidence and undercapitalisation have hindered its ability to
deliver effective financial intermediation and risk protection. Previous reform attempts, ranging from revised
capital thresholds to piecemeal legislative updates, sought to address these challenges but stopped short of
achieving a comprehensive transformation.

In a decisive effort to modernise the sector, the National Assembly enacted the Nigerian Insurance Industry
Reform Act, 2025 (the “NIIRA 2025" or the “Act”). The Act repeals and consolidates the Insurance Act
2004, the Marine Insurance Act 2004, the Motor Vehicles (Third Party Insurance) Act 2004, the National
Insurance Corporation of Nigeria Act 2004, and the Nigeria Reinsurance Corporation Act 2004 into a single,
unified statute.” By doing so, the NIIRA 2025 seeks to overhaul the regulatory landscape, strengthen
policyholder protection, enhance financial stability, and drive the growth and development of the insurance
industry in Nigeria.

This note highlights the key provisions of the Act and their implications for insurers, reinsurers, intermediaries,
and other stakeholders.

The Scope and Application of the NIIRA 2025

The Act governs the regulation and supervision of all insurance businesses and insurance operators in Nigeria,
including insurers, reinsurers, brokers, agents, and loss adjusters. However, the application of the Act does
not extend to the following:

i. friendly societies established solely to assist members or their dependents, provided they do not
employ individuals primarily to recruit members or collect contributions;

i, foreign companies or persons engaged exclusively in reinsurance transactions with licensed
Nigerian insurers; and

ii. deposit insurance carried out by the Nigeria Deposit Insurance Corporation.

In addition, cooperatives are prohibited from engaging in any form of insurance business that is compulsory
by law.

' Preamble of the NIIRA 2025.
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Key Provisions and Potential Obligations
Some key provisions of the Act are outlined below:
1. Enhanced Capital Requirements and Risk-Based Supervision

The Act significantly increases the minimum capital base for insurance companies. Accordingly, persons are
prohibited from carrying on insurance business in Nigeria unless the insurer has and maintains a minimum
capital requirements of &15,000,000,000.00 (Fifteen Billion Naira) or a higher risk-based capital amount
determined by the National Insurance Commission (the “NAICOM” or the “Commission”) for non-life
insurance business; 810,000,000,000.00 (Ten Billion Naira) or a higher risk-based capital amount for life
assurance business; and 835,000,000,000.00 (Thirty-Five Billion Naira) or a higher risk-based capital amount
for reinsurance business.

Existing companies are granted a 12 (twelve) month transition period to comply with these requirements.?
Furthermore, the Act mandates a shift to a fully risk-based capital approach, requiring insurers to annually
submit reports on their risk-based capital levels. NAICOM is empowered to impose higher capital obligations
on any insurer whose risk profile justifies it.

2. Risk-Based Capital, Reporting Obligations, and Actuarial Requirements
a. Risk-Based Capital Requirements

Insurance regulation and supervision in Nigeria will
now be conducted on a risk-based approach, and the
NAICOM  will  prescribe  risk-based  capital
requirements for each class of insurance business.
Every insurer is required to prepare and submit to the
NAICOM, on or before 31 March each year, a report
on its risk-based capital levels as at 31 December of
the preceding year, in such form and with such
information as NAICOM may specify.’

In determining the required capital, Section 26 of the
Act provides that an insurer must take into account
insurance, market, credit, and operational risks, and
apply the capital charges on assets and liabilities as
prescribed by the NAICOM.

b. Reporting Obligations

By 30 June each year, every insurer is required to
submit to the Commission:

(i) audited  financial  statements (including
subsidiaries) for the preceding year;
(i) the revenue account for each class of insurance

business; and

? Section 15 NIIRA 2025.
3 Section 25 NIIRA 2025.
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(i) a statement of investments representing both the insurance and shareholders’ funds.

Upon receipt, the Commission must, within 14 days, either approve the returns if satisfied with
compliance or notify the insurer in writing of any deficiencies.*

Insurers are required to file quarterly returns with the Commission, in the prescribed format, no later
than 10 (ten) days after the end of each quarter, or within any other interval specified by the
Commission.®

An insurer that fails to file the required returns and accounts will be liable to penalties as prescribed by
the Commission.

¢. Actuarial Requirements

Insurers transacting life or non-life insurance business must, in addition to filing quarterly returns, file
an annual actuarial valuation report with the NAICOM. For life and non-life assurance business, the
Commission requires the insurer's statutory actuary to investigate its financial condition, including a
valuation of liabilities as at a specified date, and submit a report of the investigation to the Commission.

Insurers are also required to:

(i) file a statement of its life assurance business as at the requested date;

(i) provide evidence that no more than the prescribed proportion of the declared actuarial surplus
has been appropriated; and

(i) at year-end, submit additional statements and documents as prescribed by the Commission.

Where returns are inaccurate, incomplete, or not in the prescribed form, the Commission may request
further information, examine books and records, require sworn confirmation of submitted statements,
or withhold approval until corrections are made. Failure to comply with these requirements attracts
penalties as prescribed by the Commission.®

# Section 29 NIRA 2025.
® Section 30 NIIRA 2025.
© Section 31 NIIRA 2025.
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3. Corporate Governance and Key Personnel
Requirements

The Act imposes strict corporate governance standards. Insurers
require prior written approval from NAICOM for the appointment
or change of any Principal Officer.” It also outlines specific
disqualification criteria for directors and principal officers,
including convictions for dishonesty or fraud, and prevents
insurers from employing partners, directors, or employees of
brokerage or loss adjustment firms.8

S\

4. Change of Principal Place of Business

The Act mandates a written notification to the NAICOM within 21
(twenty-one) days of the change of the principal place of business.
Any insurer that fails to notify the NAICOM as required is liable,
along with each of its directors, to a daily penalty of a sum of
N500,000.00 (Five Hundred Thousand Naira) for every day the
insurer continues without such notification.

f,ﬁi,
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5. Licensing and Regulation of Insurance Brokers

The Act prohibits entities from transacting business in Nigeria as
insurance brokers unless such an entity is licensed. Licenses are
renewable every 5 (five) years or for longer periods determined by
the NAICOM.®

e o |

Applicants whose applications are refused may appeal the

i decision in writing to the Governing Board of the National
Insurance Commission of N|ger|a (the “Board”) within 30 (thirty) working days of receiving the notice of
refusal. The Board must deliver its decision within 30 (thirty) days of receiving the appeal.’

NAICOM may also revoke the license of an insurer or reinsurer where, among other grounds:

i.  the entity is not conducting insurance business in accordance
with sound insurance principles;

ii. it has failed to satisfy the capital or solvency requirement as

The Act prohibits entities from ~ prescribed by the NAICOM; _ _
transacting business in Nigeria as iii. it has ceased to carry on the business of insurance and the
insurance brokers unless such an primary purpose for which it was registered for at least one
entity is licensed year in Nigeria;

iv. it has formally applied in writing for the cancellation of its
license as an insurer; or

v. it has refused to submit to an examination of its books.

It is imperative to note that where this occurs, NAICOM is mandated to give notice in writing to the insurer
of its intention to cancel the license of the insurer."

7 Section 12 NIIRA 2025.
& Section 13(2) NIIRA 2025.
2 Section 39 NIIRA 2025.
10 Section 7 NIIRA 2025.
! Section 8 NIIRA 2025.



ALUKO &
OYEBODE

ALN

The Act prescribes severe penalties for any unlicensed person who transacts insurance business in
contravention of its provisions. Operating an unlicensed insurance business can lead to fines of up to
N25,000,000.00 (Twenty-Five Million Naira) or imprisonment for a term of two years or both for individuals.
While the Act prescribes a fine of 850,000,000.00 (Fifty Million Naira) or imprisonment for a term of two
years or both on each principal officer in the case of a company, firm, or other combination of persons.'?

6. Acquisitions, Amalgamations, and Transfers

This Act requires insurers to obtain the prior approval of the NAICOM before carrying out major structural or
operational changes. These include amalgamation, transfers or acquisitions of insurance business,
reconstructions, or entering into arrangements with management agents. The purpose is to ensure regulatory
oversight and safeguard the stability of the insurance sector.

Before applying to the NAICOM for regulatory approval for the above structural changes, insurers must
provide certified true copies of draft agreement implementing the change, together with the auditor’s and
actuarial reports on the insurance business of each insurer concerned (prepared in the prescribed form), as
well as an independent actuary's report, all of which should be made available for inspection by members
and policyholders at their offices.

Once business is transferred, the transferring insurer cannot be re-licensed for the same class of business for
5 (five) years. If approval is refused, the applicant may seek court review within 6 (six) months.”> The
Commission will set detailed procedures by regulation, and insurers must file prescribed post-amalgamation
returns within 3 (three) months of completion.™ These provisions override any conflicting laws on insurance
business amalgamations.™

7. Operation of Specialised Insurance Institutions
Under the NIIRA 2025, no persen may commence or carry on Takaful, micro-insurance, or any related
business without first obtaining a license from the Commission, which also has the power to issue regulations

12 Section 10 NIRA 2025.

'3 Section 107 NIIRA 2025.
' Section 108 NIIRA 2025.
' Section 109 NIIRA 2025.
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governing the operation of specialised insurance institutions, including Takaful and micro-insurance, as may
be necessary to ensure adequate protection of policyholders and the insuring public.'®

8. Digital Insurance Licensing and Compliance Obligations

The Act provides that no person may start or operate web,
internet, or electronic-based insurance or related businesses
without a license from the Commission. The Commission will issue
regulations governing such electronic insurance activities in
Nigeria."”

By requiring a license for electronic-based insurance businesses and
empowering the Commission to issue regulations for such
activities, the Act affirmed the extension of the Commission’s
regulatory scope to InsurTech and other digital platforms.

In addition, all insurance institutions must adopt policies

WIEEE SRR BIOES  committing to comply with KYC, Anti-Money Laundering,
cannot rely on policy terms to deny a claim,

which arose before the policy was delivered Combating Financing of Terrorism, and Combating Proliferation of
to the insured, Delivery may be made Weapons of Mass Destruction obligations, and implement internal

physically or electronically via email or other . . .
agreed channels. controls to prevent transactions related to the proliferation of such

weapons.'®

9. Mandatory Delivery of Policy Documents

The NIIRA 2025 establishes a clear obligation for insurers to deliver policy documents to the insured before
the commencement of the policy. Failure to do so attracts a penalty of up to 5% (five percent) of the premium
received, in addition to other sanctions that NAICOM may impose. Where an insurer fails to deliver the policy,
it cannot rely on policy terms to deny a claim, which arose before the policy was delivered to the insured.
Delivery may be made physically (through the insurer, agent, broker, or courier) or electronically via email or
other agreed channels.” This provision strengthens consumer protection by ensuring timely access to policy
terms and reducing disputes.

10. Insurance Policyholder Protection Fund

The Act also establishes the Insurance Policyholders Protection Fund (the “Fund”), into which shall be paid
0.25% of the gross premium income of every insurer and reinsurer; and 0.25% of the remaining balance in
the Security and Insurance Development Fund as at 31 December of the preceding year, after all statutory
financial obligations under the National Insurance Commission Act have been met. The Fund shall be applied
towards addressing the distress or insolvency of licensed insurers and reinsurers, and for the settlement of
claims duly admitted or upheld against a licensed insurer or reinsurer that remain unpaid due to insolvency
or the cancellation of its license.?°

11. Compulsory Insurance Requirements

The Act introduces and strengthens several classes of compulsory insurance in Nigeria:

16 Section 200 NIIRA 2025.
"7 Section 201 NIIRA 2025.
'8 Section 202 NIIRA 2025.
19 Section 17 NIRA 2025.

20 Section 212 NIIRA 2025.
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a. Building Under Construction

No person may construct a building of more than one floor without first obtaining insurance to cover
liability for construction risks arising from negligence of the owner, contractor, or their agents, which
may result in injury or loss of life to workers or members of the public. The required insurance must be

procured immediately after building plan approval and before construction begins.

Penalty: Failure to comply constitutes an offence, punishable on conviction by a fine of &5,000,000.00

(Five Million Naira), imprisonment for up to 12 (twelve) months or both.?'

b. Public Buildings

All public buildings must be insured against risks such as collapse, fire, earthquake, storm, flood, and
any other hazards prescribed by the Commission. The policy must cover the legal liabilities of the owner
and occupier for loss or damage to property, bodily injury, or death suffered by users of the premises or
third parties.

Direct insurers are required to remit 0.25% of net premiums from such policies quarterly into a Fire
Services Maintenance Fund, to be administered by the Commission for grants and equipment to fire-
fighting institutions.

Penalty: Defaulting insurers face penalties up to ten times the amount payable, and persistent non-
compliance may lead to cancellation of registration. Owners or occupiers who fail to insure commit an

offence punishable by a fine of not less than &1,000,000.00 (One Million Naira), imprisonment of up to
12 (twelve) months, or both.?

¢. Federal Government Assets and Employees

All assets and employees of the Federal Government and its agencies must be insured against hazards
and perils as determined by the Commission. The Commission will also issue regulations governing how
such risks are assessed and managed, ensuring the process is expedient and in the interest of all
stakeholders.??

d. Petroleum & Gas Facilities and Transport

All petroleum and gas refilling stations and installations must be insured against third-party losses arising
from accidental fire or explosion, and the same requirement applies to vehicles transporting petroleum
and gas products. Responsibility for the cover rests with the product owner in transit or the
owner/operator of the refilling station. A valid certificate of insurance must be clearly displayed at the
station or included in the transport documents.

The Commission is empowered to issue regulations for effective implementation.

Penalty: Failure to comply attracts penalties of at least #&1,000,000.00 (One Million Naira), @ minimum

of 2 (two) years’ imprisonment, or both.

21 Section 75 NIIRA 2025.
22 Section 76 NIIRA 2025.
3 Section 77 NIIRA 2025.
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What It Means for the Insurance Sector

The NIIRA 2025 represents a strategic attempt to reposition the Nigerian insurance industry. By consolidating
outdated laws, raising capital thresholds and shifting to risk-based supervision, the Act creates immediate
priorities for insurers around recapitalisation, governance and compliance. For smaller firms, the requirements
may prove onerous and could accelerate consolidation within the industry.

The Act also expands the regulatory net to intermediaries and digital players. Brokers and agents now face
tougher licensing standards and higher governance expectations, while InsurTech platforms, previously
operating in a regulatory grey zone, are formally placed under NAICOM'’s authority. This brings clarity but
could potentially raise the cost of compliance. Policyholders stand to benefit significantly through stronger
protections, including compulsory delivery of policy documents, access to a Policyholders Protection Fund,
and more rigorous enforcement of compulsory insurance classes.

To navigate the 12-month transition period effectively, insurers should:
1. Plan capital strategies by assessing recapitalisation needs and exploring mergers or strategic partnerships.

Strengthen governance by aligning boards, actuarial functions, and risk management frameworks with
new standards.

Invest in digital compliance to meet NAICOM's licensing and reporting obligations.

Reposition strategically to capture growth opportunities in compulsory insurance lines and leverage the
regulated InsurTech innovation.

Implications for Stakeholders
The NIIRA 2025 introduces obligations that will reshape behaviours across the insurance value chain:

1. Insurers & Reinsurers: Confront immediate recapitalisation pressures and the shift to risk-based
supervision, alongside stricter reporting and actuarial obligations. Smaller insurers may enter into
merger and acquisition arrangements to assist with meeting the recapitalisation amount.

2. Brokers & Agents: Must comply with tighter licensing and renewal requirements, higher
governance thresholds, and stricter sanctions for unlicensed operations.

3. Policyholders: Gain stronger protections, including mandatory delivery of policy documents,
access to a Policyholders Protection Fund, and expanded compulsory insurance classes for greater
security.

4. Government & Regulators: Acquire broader supervisory and enforcement tools, from revoking
licenses and imposing penalties to overseeing mergers, digital platforms, and specialised products—
measures designed to strengthen stability and protect public interest.
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Conclusion

This Act represents the most comprehensive reform of Nigeria‘s insurance sector to date. By raising capital
thresholds, enhancing governance and consumer protection, and accommodating digital innovation, it sets
the foundation for a stronger, more transparent, and inclusive market. The coming year will be decisive as
insurers and intermediaries align with its provisions. Though the transition may be demanding, the long-term
outcome is a competitive and innovative industry positioned to drive economic growth and support
sustainable risk-taking.
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