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CHAPTER ONE

1.0 INTRODUCTION

Accounting is very essential in every profit making

organization that has economic resource such as money, machinery and building, while it has bee called the language of business.  It has serves as a language to provides financial information about non profit oriental businesses organization such as churches, government, charities, hospital, club etc.


In addition once role or objectives in life as a manager. Politician, investor, student he wile find the knowledge of accounting as one of his needs.

Many people have try to answer two importance questions about organization such lie: 

Now will if it doing a given period and where does the organization stand one a given day.  Nevertheless accounting ads in answering these question by showing where and when money has been spent and how committed it has been made by evaluating performance and indicating the financial implication fractions of choosing once plan verse another.

The accounting fractions are govern by money concepts and principles on accounting.

2.1 BACKGROUND OF STUDY

The background of the study implies on the rules that govern

how accountant measure process and communicate financial information fall under the heading “General Accepted Accounting Principles (GAAP).


Managers and accountants of difference insurance companies like National Insurance Corporation of Nigeria (NICON) Niger Insurance Company, African Prudent Insurance Company etc.


Share the same view as regard to this problem study.  All the rules and ethics that are used in accounting are applied by insurance companies and they equally keep receipt and payment accounts, cash book, bank reconciliation statement, balance sheet etc.


Although some companies that don’t keep their accounts with the Central bank of Nigeria (CBN), meaning that they have and registered with the registrar of companies and not recognized to be in existence yet they operate.


Ikoku defines insurance business as an investment that protects the insured from national and man made disaster for  which the essence is to be place the insured on the position he was immediately before the less”, while Joged defined insurance as a transfer of risk be the insured to the insurer for a consideration called premises; however, Horngren also defines “accounting as the system that measure business activities, process that information into report and communication these findings to decision maker”.


Ikoku went further to classify insurance business into life insurance and non life insurance business, companies are divided into two classes namely; proprietary companies and mutual companies.  Non-life insurances business are categorized into five; accident motor vehicles, workman’s compensation, marine aviation and transport and miscellaneous insurance business.  At this point, one can be justified to assert that the proper functioning of the accounting aspect of an organization is dependent on how well the accounting principle are being applied, therefore the proper applications of accounting principles is important to insurance companies, policy holders funds are made up of premium received on all policies.  In this opinion Jejede said that prudent management of this fund are vital in order to prevent its diversion into irrelevant areas thereby having in adequate cash to settle claims promptly.


The need therefore is to curb this diversion informed the idea of accounting.  This can only be effective if the principle of accounting are applied to the later.

 STATEMENT OF PROBLEM

In managing the resource of the public, the accountant has to

achieve to certain basic laid down rules.  As mentioned earlier these rules are referred to as accounting principles and concepts.


If financial records are not put strength analyzed and interpreted correctly, there will be bound to be total financial break down in the organization. Lack of proper accounting is one of the factors that precipitated the incidence is one of acquisitions, mergers, takeovers and even failure in the financial industry in recent.  Against this backdrop, the researchers wishes to address this work to the following”

i. What are the accounting procedures in insurance companies

ii. Are the procedures adequate or inadequate

iii. Are they in compliance with the generally accepted accounting principles.

2.2 PURPOSE OF STUDY

The dubious and fraudulent economic events that manifest

itself in Nigeria business environment brings the need for careful and prudent management of financial transaction in order to ensure economic survival and growth.

for this reason, the researcher would tend to form on the following: To determine the accounting principles

i. To identify the statutory provision of insurance companies account

ii. To show how the generally accepted accounting principles can be applied

iii. To receive the application of accounting principles in selected insurance companies.

2.3 SIGNIFICANCE OF STUDY

In the modern accounting, the application of accounting

principles will abet insurance companies a proper and continuous checking of their financial statement which will help to fight against embezzlement of organizational fund.


The data provided by accounting and good application of its principles by insurance companies with the help to show the relationship between the organization and those who have contractual dealings or obligation with it.  It is the language through which the public read and understand what is going on in an organization around them.


It facilitate the efficient and effective operation of the management because with accosting information they make decision and plan for the future  and even take correction whenever they may have cried.

CHAPTER TWO

2.0
LITERATURE REVIEW


For proper understanding of the subject mater of the study a review of and insurance aspect were carried out.


In addition, the most recent statutory provision related to accounting of insurance companies the precautions of companies financial statement, the find accounts and financial production report procedure in insurance companies.

2.1 ACCOUNTING ASPECT

Accounting: what does it mean?

Accounting has been defined by different scholars,

authors, school at thoughts and association for examples.

Nikolai et al (1975:5) defines accounting as “a process of

identifying measuring and communicating economic information to permit informed judgement and decisions of information.


Miller et al (1982:3), defined it as a disciplines concerned primarily conveying financial information to people who would use it to improve the outcome of their decision process”.  College accounting Fundamentals defined it as proceeds useful, timely and financial information which includes identify, recording, classifying summarizing and interpreting business transaction.


American accounting association defined accounting as the process of identifying measuring and communicating economic information to permit informal judgment and decision by the users of the information.

Ball in his own definitions said that accounting is concerned with qualification of economic events and aid in decision making.


The common trait in all these definition explains true position of an entry, expressed in monetary terms and through process for the overall benefits of the entry and the users of the accounting information.

2.2 ACCOUNTING PRINCIPLES

A common definition or principles is a broad generally or 

adopted professed as a guide to action as settled ground on basis of conduct or practices fundamental accounting principles as broad rules adopted by the accounting profession as guide in measuring, recording and reporting financial affairs and act interested parties.

Meigs B. Walter and Robert have defined accounting principles as the principles which constitute the ground rules for financial reporting.  Accounting principles and procedures are not natural laws like the law of chemistry or physics, but man – made rules that depend to their authority upon their general acceptance by the accounting profession.


Principles indicates the standard or concepts which must be whole.  Convention indicates the approach to the monetary concepts going concern concept.

The entity concept cost concepts, realization concert, accrual concept, periodicity and matching concepts while the conventions  include consistency, conservation and materiality conventions.

2.3 INSURANCE ASPECT 

Insurance has been defined by carious authors.  In the word of

HANSEL it is a social device proceeding financial compensation for the effect of misfortune the payment being made from accumulated contributions of the parties participating in the scheme.


Michael Greener in his text the dictionary of commerce defines insurance as he payment of a sum of money by one person to another on the understanding that on specified circumstance the second person will make good any loss suffered by the first.


And also it can be described as the practice by which an individuals secures financial from risk of any sort by contact with a company to which he pays regular premium.


The above definition are all going to the same direction, that insurance is a contract between two parties the insured (client) and the insurer (company) where by the insurer agreed to indemnity the insured against risk for a regular payment known as premium.

2.4 TYPES OF INSURANCE 

The following insurance business can be divided into two

categories namely:

a. life insurance business

b. non-life insurance business

a.
Life Insurance is worthy of note that life assurance policy is not a contract of indemnify as no body can provide full or adequate compensation for life lose or for injury sustained on human body.  However there are popular polices that are associated to all life policy which includes: - whole life assurance policy endowment and sanity policies while non-life assurance polices are contract of indemnity.

b.
Non Life Insurance business can be further divided into six classes among which are general accidents, motor, fire, property, marine, special risks car/engineering and personal accident.  This classifications is according to National Insurance Co-operation of Nigeria solely owned by the Federal Government and African Prudential Insurance Company Plc.


We have insurance principles that guide the operation of insurance and its application just as we have accounting principle and they are as follows: -

i. Principles of utmost good faith

ii. Principles of insurance interest

iii. Principles of abrogation

iv. Principles of operations of contribution

v. Principles of operation of proximate cause

CHAPTER THREE

3.1 SUMMARY

Accounting has been as very pervasive tranceding several bodies and the economic pulse of all organization.  Hence insurance companies have some included it into their affairs in order to show their stewardship to the funds an resources entrusted to them by policyholders.

The application of accounting principles in insurance companies at this present time of economic strangulation is an issue that deserve attention.

This is because the prudent management of funds are indispensable in order to prevent its diversion into irrelevant areas there by having adequate cash to settle claims promptly.

From our study so far the insurance companies have their own decrees and acts which checks on the way accounts of insurance companies are being kept in the federation.

These decrees and acts equally made it mandatory for insurance companies to prepare their accounts in generally accepted principles so that any person who has a knowledge of accounting will understand their statement of account.

3.2 FINDINGS

The research findings clearly portray adequate application of

accounting principles in National Insurance Co-operation of Nigeria (NICON) and African Prudential Insurance Plc. (APIC) except in some other less qualified insurance companies that parade themselves as one with the aim of misleading the public where proper applications of this accounting principles and accounting books are not kept.


For example the researcher went to one insurance company with the aim of collecting facts for this study on reaching there fins out threat it has end up.

The secretary gave us a very nice welcome with hope that we have come for business.  But she opened up when she notice that we are all students not business dealings and some of the findings of the students are as follows; some of the companies do not deposit their minimum paid up capital with the Central bank of Nigeria.

-
The preparation of general and subsidiary ledger are taken serious by some companies

-
Investment journals are not prepared by most companies assets equivalent to not less than the account of funds in the business as shown I their balance sheet and revenue accounts.

-
Most of those companies do not maintain the double column cash book.

-
In some companies there is no qualified accountant.

-
The operations of funds by companies carrying on business in both classes of insurance are observed by insurance companies.

-
Most of insurance companies have their head office at Lagos hence most of the branch.  Accountants do not have first hand knowledge of the practice at the head office.

3.3 RECOMMENDATION

In relation to the findings made so far the following

recommendation are made which will serve as a measure of correcting some of errors which are being committed by most insurance companies.

1.
Chartered Accountants should be employed in insurance companies in order to ensure help in educating the managers of the branch and some other employers for other accounting purposes.

2.
Skilled staff should be in charge of accounting system so that the relevant records and books can be effective and efficient keep, on the job and in service training.

3.
There is need for services of external auditor.

4.
Incase of company having branches.  The management the company should ensure that the proper application of accounting principles operational at the head office should also be executed at the branch levels.

5.
There should be constant reconciliation of cash book balances with ban statement.

6.
There should also be periodic or monthly financial statement summarizing financial transaction.
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