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Abstract  
The challenges of life after retirement and the difficulties posed by loss of 
job, illness, disability, death and old age remain the nightmare of every 
employee, employer as well as the self-employed; as their economic and 
social welfare are most times not guaranteed. Hitherto, it has been the 
individual’s responsibility to maintain  his or her economic and social 
welfare but in our present day reality and in most cases, that 
responsibility has been taken over by the state and forms part of the law 
with the aim of allaying the fear of uncertainties surrounding life after 
retirement. The issue of economic and social welfare of a retiree being a 
responsibility of the individual or that of a state notwithstanding, the 
most important issue is the fate of a retiree upon retirement or whenever 
his services are no longer needed at work or in situations of total failure 
or delay in payment of any sort of retirement benefit, how would the 
retiree cope? It is against this background that this study is geared 
towards examining the necessity of retirement benefits insurance 
(endowment) policies to be undertaking by a every reasonable self-
employed individual, civil servant or employer/state for their employees. 

 
Introduction  
Retirements and post retirements are two concepts in recent time owing to 
the fact that the greatest challenge faced by all people in the history of 
human race has been the uncertainties created by loss of 
job/unemployment, illness, disability, death and old age or better still life 
after retirements which constitutes or could be said to be threats to 
people’s economic and social security. This is because as people get older 
and get to the end of their career, they begin to fear retirement because 
they are unprepared. 
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Although, maintenance of economic security uses to be individual 
responsibility in earlier times, until human evolved into, states.1 In some 
undeveloped and developing countries including Nigeria, care for the old 
and their retirement is provided through the family. In modern times, 
most developed countries have devised strategies and institutions 
responsible for payment of allowance on retirements which may be 
funded by employers and/or the state. In such jurisdictions including 
Nigeria (even though Nigeria is still a developing country), These 
privileges have become part of their constitutions2. Thus, retirement with 
any form of pension or benefit is today, believed to be the right of 
employees3 in so many societies but this has become a subject of debate 
whether or not it should be a right. 
However, whether the economic and social welfare of a retiree is a right or 
not and whether it is individual responsibility or that of the state, the 
question is, what would be one’s fate when his or her skills and expertise 
are no longer required at work or upon retrenchments or retirement? How 
secured and guaranteed are the retirement benefits?  In case of failure or 
delay in payment of any available retirement benefits, would one be able 
to endure the suffering? 
These and many more questions agitate the minds coupled with the fact 
that the concerted efforts by the  government to reform and guarantee the 
pension and other retirement benefits of both public and private 
employee;4  has not yielded much results owing to a number of factors 
militating against adequate and prompt payment of retirement benefits 
hence, the necessity of retirement benefits insurance policies (endowment) 
policies to be taken up by every reasonable self-employed individual, civil 
servant or employer/state for their employees.  Although by the 
provisions of the Pension Reform Act 2014,5 there ought to be little or no 
complaints about retirement benefits but the reverse has been the case in 
Nigeria. 
 
 
 

                                                           
1
 Nafisat Abdulazeez, „Pension Scheme in Nigeria” History, Problems and Prospects‟ (2015) (5) (2) 

Arabian Journal of Business and Management Review 1 
2
 Constitution of the Federal Republic of Nigeria 1999 (as amended) ss. 173 and 291 93) and (4) 

3
  Ibid. 

4
 Pension Reform Act 2014, s. 1 

5
  PRA 2014, ss. 1-7. 
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Meaning and Nature of Retirement  
Retirement according to the English Dictionary,6  is the fact of stopping 
work because you have reached a particular age, the period of your life 
after you have stopped work at a particular age, the act of stopping a 
particular type of work.7 
Retirement is further defined as a termination of one’s own employment 
or career, especially upon reaching a certain age or for health reasons.8 It is 
a process that separates individual from a job role or as termination of a 
pattern of life and a transition.9 The reason for the retirement may be due 
to old age, poor health, social pressure or apathy or due to attainment of a 
mandatory retirement age. Many people chose to retire when they are 
eligible for private or public pension and retirement benefits, while some  
are compelled to retire when physical  conditions do not allow the person 
to work anymore (by illness or accident)10 or as a result of legislation 
concerning their position.11 It must be noted that the standard retirement 
age varies from country to country but it is generally between 55 and 70 
years.  
There are three ways in which a civil or public servant retires or gives up 
his office, which includes: 
a. Voluntary Retirement: Voluntary or self retirement occurs when 

the individual decides to quit active service for personal reasons 
irrespective of age, experience, length of service or retirement 
policies or rules. This kind of retirement depends more on the 
employee than the employer.12 The employee’s decision may be 
due to personal consideration of prospects in the service which 
may include lack of job satisfaction. The only problem with this 
type of retirement is that, if the employee has not worked for more 
than 10 years he loses his retirement benefits. But if he has put in 15 
years in the service, he becomes entitle to payment of benefits and 
retirement income. 

                                                           
6
 AS Hornby, Oxford Advanced Learner’s Dictionary of Current English (9

th
 edn, Oxford University 

press 2015) 1324. 
7
  Ibid. 

8
 BA Garner, Black’s Law Dictionary (10

th
 edn, West Publishing Co, 2014) 1510 

9
 (n 2), 2 

10
 (n 1), 2. 

11
Ibid. 

12
 Ibid. 
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b. Compulsory Retirement: Compulsory or forced retirement is 
occurs when the individual is forced or compelled to retire against 
the individual’s expectation and when he is ill-prepared for it. This 
kind of retirement is usually viewed negatively in that it is 
unplanned and reasons might include inefficiency, old age, ill 
health, indiscipline and need for reduction of the workforce. This 
type of retirement is for the interest of the organisation. This type of 
retirement is also envisaged by the provision of PRA 2014.13 

 
c. Mandatory Retirement: Mandatory retirement is the normal (or 

expected form) in the sense that the person involved has reached 
the statutory age of retirement as specified already in the condition 
of service of the establishment.14 Usually, the statutory age of 
retirement in Nigeria is 60 years or 35 years of service, whichever is 
first. However, there are sectors – specific exceptions as to the age 
of retirement. For instance, the compulsory retiring age of academic 
staff of a university is 65 years while a professor may retire at 70 
years. It must be noted here that mandatory retirement otherwise 
known as constitutional retirement attracts payment of gratuity 
and pension. 

 
It must be noted that the following is the summary of current retirement 
guide in Nigeria.15 
1. 60 years shall be the compulsory retirement age for all employees 

to the public service or 35 years of pensionable service whichever is 
earlier. 

2. No officer in the military or paramilitary shall be allowed to remain 
in service after attaining 60 years of age or 35 years of pensionable 
service, whichever is earlier. 

3. The provision of (i) and (ii) are with no discrimination to establish 
requirements for judicial officer and academic staff of institutions 
who retire at 65 and 70years respectively (as well as professors). 

4. Provided the officer would have attained the retirement age of 60 
or 35 years of service, whichever is earlier. 

                                                           
13

 PRA 2014, s. 16(2) (a and b) 
14

 (n 8); (n 4). 
15

 Federal Government Public Service Rule (2008:28-29) 
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5. A director shall unavoidably retire upon serving eight years of the 
post, and  

6. A permanent secretary shall hold office for four years which can be 
further renewed for additional four years, depending on 
satisfactory performance and no more. 

 

Other grounds for compulsory retirement of an employee as envisaged by 
the provisions of the Act,16 may include: 
1. On the advice of a suitably qualified physician or properly 

constituted medical board certifying that the employee is no longer 
mentally or physically capable to carrying out the functions of his 
office; 

2. Due to total or permanent disability either of the mind or body, or  
3. Before the age of 50 years in accordance with the terms and 

conditions of his employment. 
 
Retirement Benefits under the PRA, 2014 
Retirement benefits are rights and privileges and/or entitlements paid or 
given to an employee upon his withdrawal, disengagement and/or 
retirement from service or employment. Usually, these benefits and 
entitlements include pension and gratuity and other life policies and 
endowments taken in favour of an employee for the purposes of securing 
the socio-economic life of such an employee upon his retirement. These 
benefits constitute a series of periodic monetary payments made to a 
person who retires from employment because of age, disability or the 
completion of an agreed span of service.17 The payment generally 
continues for the remainder of the natural life of the recipient, and 
sometimes to a widow or other survivor18. Sometimes, it consists of a 
lump sum payment to an employee upon his disengagement from active 
service. But payments are usually in monthly installment. 
Thus, in order to ensure that retirees who have worked diligently during 
their employment have their later years free from being entangled in 
anguish and distress, the Federal Government of Nigeria has been 
engaged in some reforms by establishing a contributory scheme geared 
towards improving and guaranteeing a better life for them after 

                                                           
16

 PRA 2014, s.16 (2) 
17

 Nafisat Abdulazeez, „Pension Scheme in Nigeria” History, Problems and Prospects‟ (2015) (5) (2) 

Arabian Journal of Business and Management Review 2 
18

 Ibid. 
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retirement. In doing this, the Pension Reform Act, 2004 which establishes 
a contributory scheme was enacted and subsequently repealed and re-
enacted in 2014.  
It must be noted that the objectives of the PRA 201419, includes amongst 
others to – 

(a) Ensure that every person who worked in either the public or 
private sector receives his retirement benefits as and when due; and 

(b) Assist improvident individuals by ensuring that they save in order 
to cater for their livelihood during old age. 

 
By the provisions of the PRA 2014, every employee to whom the PRA 
applies shall maintain an account (in this Act referred to as “Retirement 
Saving Account”) in his name with any Pension Fund Administrator of his 
choice20 wherein all deductions at source by the employers for the 
monthly contribution of the employees are paid along side with the 
employers’ contribution to the Pension Fund Custodian specified by the 
Pension Fund Administrators of the employees within 7 days from the 
day the employees are paid their salary21. And upon receipt of the 
contributions remitted under PRA 2014;22 the Pension Fund Custodian 
shall notify the Pension Fund Administrator who shall cause to be 
credited the retirement savings account of the employees for whom the 
employers had made the payment.23 
Thus, the rate of contribution to the scheme for any employee to which the 
Act applies is made in the rate relating to the employee’s monthly 
emoluments at a minimum of ten percent (10%) and eight percent (8%) by 
the employer and the employee respectively.24 However, the said rates 
may upon agreement between the employer and employee, be revised 
upwards, from time to time, and the appropriate authority (that is, the 
Pension Commission) must be notified of such revision accordingly.25 
In addition to the aforesaid specified contributions, every employer is 
required to maintain a group life insurance policy of each employee for a 
minimum of three times the annual total emolument of the employee and 

                                                           
19

  PRA 2014, s.1 (c and d)  
20

  Ibid.,  s. 11(1) 
21

 Reform Act 2014, s.11 (3) 
22

 Ibid., s. 11 (3) (b) 
23

 Pension Reform Act 2014,  s. 11 (4) 
24

  Ibid.,  s. 4 (1) 
25

  Ibid.,  s. 4 (2) 
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premium shall be paid not later than the date of commencement of the 
cover.26 And similarly, an employee can make voluntary contributions to 
his retirement account in addition to the total contributions being made by 
him and his employer.27 
Apart from the employees covered by the PRA, provisions have been 
made for the categories of persons exempted from the contributory 
pension scheme under the PRA, 2014. Such persons like Justice of the 
Supreme, Court of Appeal and any other judicial officer appointed for any 
other court as specified in the constitution 28. This categories also include 
members of the Armed Forces, the intelligence and secret services of the 
federation as well as any employee who is entitled to retirement benefits 
under any pension scheme existing before the 25th day of June, 2004 being 
the commencement day of the Pension Reform Act, 2004, but as at that 
date had three (3) or less years to retire.29 In this case, all the persons 
aforementioned are to continue to derive benefit under existing pension 
scheme in accordance with the formula provided for in the second 
schedule to the PRA or under the provisions of enabling laws.30 Equally, 
professors covered by the Universities (Miscellaneous Provisions) 
(Amendment) Act, 2012 and category of political appointees entitled, by 
virtue of their terms and conditions of employment, to retire with full 
benefits are regulated via a guideline to be issued by the pension 
commission to regulate the administration of their retirement benefits 
provided that any shortfall shall be funded from budgetary allocations by 
the employer.31 
From the foregoing therefore, it is obvious that retirement benefits entail 
totality of the retirement plans and arrangements made for the purpose of 
securing and guaranteeing the welfare of the employee after retirement. 
And it may be contributing or non-contributing; fixed or variable benefits, 
group or individual; insured or trustee; private or public and single or 
multi-employer.32 

                                                           
26

  Pension Reform Act 2014,  s. 5 
27

 Ibid.,  s. 4 (3) 
28

 The Constitution of the Federal Republic of Nigeria, 1999 (as amended) s. 291 
29

 PRA 2014, s. 5 (1) (a and b) 
30

 Ibid.,  sub section 2 
31

  Ibid.,  s. 6 (2) 
32

 Nafisat Abdulazeez, „Pension Scheme in Nigeria” History, Problems and Prospects‟ (2015) (5) (2) 

Arabian Journal of Business and Management Review 2 
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Thus, a holder of a Retirement Savings Account (RSA), on retirement or 
attaining the age of 50 years whichever is later can utilize the balance in 
his RSA for the following benefits inferably considered as kinds of 
retirement benefits accruable to any employee upon retirement in the line 
with the provisions of PRA 2014: 
(a) Lump sum withdrawal33; 
(b) Programmed monthly;34 
(c) Annuity for life;35 
 
Apart from the above, there is a full retirement benefits (equivalent of the 
last annual salary and allowances in addition to any other retirement 
benefits) available for certain categories of employees entitled by nature of 
their terms and conditions of employment, such as judicial officers (under 
S. 291 of the 1999 Constitution), professors under University 
Miscellaneous Provision Amendment Act, 2012), some political 
appointees,36 and so on. 
For a better understanding, the above would be discussed in seriatim. 
 
Lump Sum Withdrawal 
This is sometimes referred to as a one-time payment from pension 
administrator. In Nigeria it is accruable to a holder of a retirement savings 
account (RSA) on retirement or attainment of the age of 50 years, 
whichever is later.37 By taking the lump sum payment you gain access to a 
large sum of money which you can spend or invest as you deem fit. Lump 
sum payments give you more control over your money, allowing you the 
flexibility of spending or investing it when and how you deem fit. Lump 
sums are easy to administer, as it does not require complex calculations. 
Under this approach in some climes, the entire value of the accumulated 
retirement capital is paid in lump sum.38 Such payment normally would 
occur at retirement under occupational pension plans and at a contract 
maturity under a personal savings plan.39 Countries like Hong Kong, 

                                                           
33

  PRA 2014, s. 7 (1) (a) 
34

  Ibid., s.7 (1) (b) 
35

 Ibid., s. 7 (1) (c) 
36

  PRA 2014,  s. 7 (1) (d & e). see also s. 6 (2), PRA 
37

  Ibid., s. 7 (1) (a) 
38

 P Antolin and others. “Forms of Benefit Payment at Retirement: (2008) OECD Working papers on 

Insurance and Private Pensions (NO 26), OECO publishing, 6 
39

 Ibid. 
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India, Philippines and Thailand, a lump sum payment is the only form of 
retirement benefit.40 But in Nigeria, it appear to be optional subject to the 
balance of fund in the retirement savings account (RSA) and under the 
Contributory Pension Scheme (CPS),  a percentage is permitted to be 
utilized or withdrawn by a retiree/a holder of the account as a lump sum, 
with the balance being used to purchase a life annuity or for a 
programmed monthly or quarterly withdrawal on the basis of a expected 
life span.41 
It must be noted that the lump sum withdrawal as a form of retirement 
benefit plan is easy to administer as they do not require any complex  
calculations or even the active maintenance of plan records especially  in 
countries where the entire fund accumulated in a retirement savings 
account is withdrawn or paid as a lump sum upon retirement or contract 
maturity.42 It also affords the retiree an opportunity to invest part of the 
money to establish a personal company and thus continue some form of 
fulltime or part time self-employment for several years thereafter.43 
Another advantage is the immediate ability to liquidate significant debt 
such as a house mortgage which is usually the most significant and thus 
be free of such financial burdens in the years following retirement.44 
It also satisfies the “bequest motive”, whereby any balance of the lump 
sum remaining at the retiree’s death is payable to the estate and 
distributed accordingly to the individual’s spouse family and other 
beneficiaries.45 Another advantage is the provision of self pension income 
after retirement; whereby the lump sum offers the retirees the opportunity 
to “self annuitize at a time and on a basis that best suits their financial 
needs.46 These retirees can replicate, or at least attempt to replicate, a 
system of scheduled withdrawals paralleling a lifetime pension; and to be 
successful, the self-insurer should be able to choose an efficient and not 
excessively risky investment portfolio and to abide by a conservative 
withdrawal strategy.47 Also, the lump sum or part of it can be used to buy 

                                                           
40

 Ibid. 
41

 (n 4), s 7 (1) (a) 
42

 (n 38), 7. 
43

 P Antolin and others. “Forms of Benefit Payment at Retirement: (2008) OECD Working papers on 

Insurance and Private Pensions (NO 26), OECO publishing 7 
44

 Ibid., 6 
45

 Ibid. 
46

 Ibid. 
47

 P Antolin and others. “Forms of Benefit Payment at Retirement: (2008) OECD Working papers on 

Insurance and Private Pensions (NO 26), OECO publishing, 6 
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an endowment policy or a conventional annuity from an insurance 
company of the retiree’s choice, for instance, Retirement Benefit Insurance 
Policy or voluntary annuitization rather than being mandated by law.48 
On the other hand, some disadvantages include the complex nature of 
“self-annuitization”. This is because the risks entailed by a strategy of self-
insurance should not be downplayed and it has been shown that many 
people including well-educated and intelligent people, have a lot of 
difficulty turning a stock of wealth into a sustainable flow of income.49 In 
addition to doubts about the financial skills of individuals to self-
annuitize, there is the wider and more general policy concern about 
individuals simply spending the money in an accelerated and reckless 
manner, therefore, exhausting their funds within a short period of time 
and thus failing to provide adequate longer term protection to themselves 
and their families.50 
 
Programmed Withdrawals 
This is a method by which the employee or retiree collects his retirement 
benefits in periodic sums spread throughout the length of an estimated 
life span. It consists of a series of fixed or variable payments whereby the 
annuitant draws down a part of the accumulated capital and continued 
investment earnings thereon.51 As the name “programmed withdrawal 
implies, it is considerably more discipline than the less structured erosion 
of lump sum payment. Programmed withdrawals attempt to produce 
relatively stable annual income for the lifetime of the retiree; but it does 
not involve longevity guarantees that would require complex actuarial 
reserving and solvency margins.52 It is financially uncomplicated and 
there is no cross- subsidy from those who live for only a short time in 
retirement to those who live longer than the expected average. 
However, under the totally prescriptive approach, the amount to be  
withdrawn each year is calculated in accordance with a prescribed 
formular, and the annual withdrawal is exactly equal to this amount. It 
must be noted that in some climes, a minimum or maximum limit on the 
amount that can be withdrawn is set while in other climes, they set both a 

                                                           
48

 Ibid. 
49

 Ibid. 
50

 Ibid. 
51

 P Antolin and others. “Forms of Benefit Payment at Retirement: (2008) OECD Working papers on 

Insurance and Private Pensions (NO 26), OECO publishing, 6  
52

 Ibid. 
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minimum and a maximum limit on each annual withdrawal, that is, the 
amount withdrawn must fall within a prescribed range.53 This 
notwithstanding, programmed withdrawal are made mandatory in some 
jurisdictions when the individuals retirement capital is too small to 
purchase a prescribed minimum amount of life annuity.54 Arguably thus, 
programmed withdrawal is a better approach than just allowing or 
mandating lump sums when the retirement capital is too small to buy a 
meaningful amount of life pension. In Nigeria no holder of RSA 
withdraws a lump sum except the balance to be left would be sufficient to 
procure a programmed fund withdrawal or annuity for life.55 
As noted earlier, programmed fund withdrawals involve dividing the 
accumulated retirement fund which is calculated on the basis of an 
expected life span. This calculation basically relies on a number of factors 
such as – present value of a life annuity, life expectancy and annuity 
certain to an advanced age. It must be noted that the application of any of 
these factors depends whether the calculation for the withdrawal is done 
only once at the time of pension commencement or every year as the case 
may be. The latter is more commonly used. 
The major advantage of programmed withdrawal is that it is often much 
less constraining than purchasing a life annuity and it satisfies the 
“bequest motive”, whereby any balance remaining at the retirees death is 
payable to the individual’s estate and distributed accordingly. While the 
major disadvantage is the risk that the fund will be completely exhausted 
while the retirees is still alive. 
 
Annuity for Life 
Annuity plan is an income replacement product offered to retirees by an 
insurance company. It is a series of payments made to person for life 
following purchase of the plan, usually with the proceeds of that person’s 
retirement savings account (RSA) under the Pension Reform Act 2014.56 
Under the traditional and most commonly found annuity approach, the 
plan member’s defined contribution accumulation is transferred at 
retirement to purchase annuity for life from a life insurance company.57 In 
turn, the insurance company provides an annuity that, in its simplest 

                                                           
53

 Ibid. 
54

 Ibid. 
55

 (n 4), s.7 (1) (a) 
56

 PRA 2014, s. 7 (1) (c) 
57

 Ibid. 
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(single life) annuity form, will make payments to the retiree for the rest of 
his or her life. These payments will be made on a regular basis such as 
monthly or quarterly.58 
The major advantage of life annuities is that the payments are fixed and 
will be made for the entire life time of the retiree. While the disadvantage 
involves the retiree foregoing future control over investments and losing 
the potential to earn superior investment returns.59 It also runs counter to 
the bequest motive amongst others60. 
Having extensively discussed what constitutes retirement benefits in the 
preceding subheadings, it would be pertinent at this juncture to discuss 
what retirement benefits insurance policies (endowment) entails. In doing 
this, references would be made to relevant provisions of PRA which touch 
on retirement savings and investment with respect to endowment policies.  
 
Endowment Insurance Policies 
Insurance or insurance policy per se, is said to be difficult to define but 
feasible to analyze the meaning or the concept.61 It means a contract by 
which one party (the insurer) undertakes to indemnify another party (the 
insured) against risk of loss, damage or, liability arising from the 
occurrence of some specified contingency.62  It has also been described as 
“a contract where a person called insurer/insurance company in return 
for an agreed consideration in money or moneys worth called premium; 
paid to them by another person called the insured/insured; agrees or 
undertakes to pay money or indemnify the latter on the occurrence or 
happening of a certain specified hazardous event.”63 Having described 
what insurance policy means, what then is endowment insurance or 
endowment policy?  
 
Meaning and Nature of Endowment Insurance 
Retirement benefits insurance policies (endowment) in itself entails socio-
economic security of post retirement life of an employee, employer or 
even a self-employed person. It is within the realm of life insurance; which 
has three main types identified to include- (i) whole life insurance -which 

                                                           
58

 (n  4), s. 7 (1) (c) 
59

 (n 1), 14 
60

 Ibid. 
61

 Uche Jack-Osimini, fundamentals of insurance law in Nigeria (Chigaung Law Publishers 2001)1 
62

  (n 8), 926. 
63

  Uche Jack-Osimini, fundamentals of insurance law in Nigeria (Chigaung Law Publishers 2001)1 
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provides benefit for life Time (ii) term life insurance – that provides 
benefit for a limited number of years and, (iii) endowment life insurance – 
which is a term life insurance with a saving component.64 Thus for the 
purpose of this discussion, retirement benefits insurance policies would be 
viewed from the point of view of endowment insurance policies.                             
By endowment insurance it refers to “a type of life insurance that is 
payable either to the insured at the end of the policy period or to the 
insured’s beneficiary if the insured dies before the period ends”65 It is a 
life insurance policy that doubles as an investment or savings account. It 
pays a lump sum after a specified number of years or upon death. Under 
endowment policy, you put a set amount into an account each month and 
a specific portion of that money is used to buy life insurance. The rest is 
put into an investment fund. So, out of the variety of life insurance 
options, an endowment insurance is just one of the many. 
It must be noted that the above description of endowment insurance is in 
line with the intendment of the provisions of the Pension Reform Act 2014 
aforesaid. This is because the establishment of contributory pension 
scheme for the employees to whom the scheme applies66 to maintain a 
retirement savings Account (RSA) in their names with any Pension Fund 
Administrator of their choices,67  conforms with the tenets of endowment. 
This particular account (that is, RSA) is where the contribution for any 
employee made in the rates of a minimum of 10% and 8% of the 
employees monthly emolument by the employer and the employee 
respectively is saved during the service years of the employees. The 
accumulated fund or assets in the RSA ordinarily is available for a holder 
(retiree) of the account upon retirement or attainment of 50 years, 
whichever is later to choose to withdraw a lump sum provided the 
balance left after such withdrawal shall be sufficient to procure a 
programmed fund withdrawals or annuity for life.68  Here, the PRA 
appears to have provided for tacit or indirect endowment policy. But 
before the holder of RSA accesses the fund upon retirement or attainment 
of the age of 50 years, the Pension Fund Administrators most time may 
plough the pension assets into various investment based on the 

                                                           
64

 Sunday Sunday Akpan, “Life Insurance Business in Akwa Ibom State: Challenges and Strategic 

Options” (2013) (a) (1) IOSR Journal of Business and Management, 31. 
65

   Brayan A. Garner, Black’s Law Dictionary (10
th

 edn, West Publishing Co, 2014) 922 
66

  PRA 2014, s.2 (1) 
67

  Ibid.,  s. 11(1) 
68

  PRA 2014 s.7 (1) (a) 
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Commissions guidelines and the provisions of the PRA, which conforms 
with the principle of endowment as a savings and investment. So, 
endowment, pension or retirement benefits insurance policies provide 
payment of certain sum at certain date or on death whichever that occurs 
first. Where the insured survives or lives up to the period of policy 
maturity, the insurance company will pay him certain sum based on 
agreement.69 If he does not live up to the maturity period, the beneficiaries 
of his estate become entitled to the sum insured.70 
It must be noted that the majority of the endowment policies are designed 
to ensure the insured receive a good pension, retrenchment or retirement 
benefits.71 And this form of policy is associated with group life insurance 
fund on a group of lives including employers/employees contributions 
for staff retirement benefits scheme.72 
It is a form of programme for providing regular payment of accumulated 
funds to retired employees for life73 or in lump sum capital.74 
Thus, apart from persons in a formal sector who have clear employer-
employee relationship and covered by PRA, endowment policy is also 
taken out by most self-employed persons to avoid retirement with 
financial hardship.75 Under this scenario, defined contribution scheme 
seems applicable. Here, retirement benefits are based on accumulated 
contributions and investment income, net of expenses, meaning that the 
benefit to be paid out is a direct result of the savings that have been 
accumulated.76 This is different from a defined benefit scheme where a 
clear employer–employee relationship may exist. In a defined benefit 
scheme, contributors are promised a retirement benefit based on a 
predetermined benefit formula when they are eligible upon retirement, 
death or policy maturity.77 The benefit formula is based on earnings 
history, years of contributions, and the age of the contributors rather than 
directly on the contributions and the investment returns achieved by the 
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relevant concerned authority like penCom;78 or the insurance company in 
the case of self-employed. So, the various kinds of retirement benefits like, 
lump sum withdrawal, programmed fund withdrawal, and annuity for 
life are all part of defined benefit scheme. It must be noted that in a clear 
employer – employee relationship an employee can engage in a defined 
contribution scheme by voluntarily contributing to his retirement savings 
account.79 The holder of the RSA may use proceeds from his additional 
voluntary contribution to purchase a retirement benefit insurance policy 
otherwise known as endowment policy. This is also applicable to any self-
employed individual who is ready to embark on it. 
In whichever case, it is worthy of note that every individual whether in 
public or private employment or even self-employment would have the 
need to take out a retirement benefit (endowment) insurance policy; 
because the retirement benefits paid by the public system (such as 
PenCom) in the future may not be enough to ensure a reasonable standard 
of living after retirement.80 Therefore, the income received from the 
mandatory public system will have to be topped up by individual savings 
perhaps via an endowment policy.81 
To this end, various forms of savings such as endowment which is with 
savings component will have to be considered by individuals from the 
first years of their active lives.82 Thus, endowment policy functions as a 
regular saving plan which also provide insurance life coverage.83 Besides 
the safety net provided to the family in case of death, the benefit paid in 
case of survival is also available to cover various financial needs and/or 
may be a source of additional income  during post retirement.84 
So, for those with low income, who do not have enough resources to save 
regularly, retirement benefit endowment policy will be the only source of 
additional retirement income besides the mandatory contributory 
scheme.85 Therefore, regardless of market development, a guaranteed 
minimum benefit will be paid to each policy holder or contributor, 
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consisting of contribution paid minus legal fees. This will be 
supplemented by the positive return accumulated in the individual 
account.86 
 
Features of Retirement Benefits (Endowment) Insurance Policy 
In addition to covering the life of the insured, an endowment policy which 
is essentially a life insurance policy helps the policy holder save regularly 
over a  specific period of time so that he/she is able to get a lump sum 
amount upon the policy maturity in case he/she survives the policy 
term.87 This maturity amount can be used to meet various financial needs 
such as funding one’s retirement, children’s education and/or marriage or 
buying a house (that is, mortgage payment).88 
An endowment policy pay full sum insured to the beneficiaries if the 
insured dies during the policy term or to the policy holder on maturity of 
the policy if he or she survives the term.89 Also, endowment policy fulfills 
the dual need for a life cover and savings under a single plan. In other 
words, every endowment policy is a saving component and lump sum 
maturity benefit.90 
Endowments typically have high monthly premiums – the shorter the 
endowment term, the higher the premiums. Thus, the premiums are more 
expensive compared to those of other plans. The premiums are paid until 
endowment maturity, at which time the face value, or death benefit is 
released to beneficiaries or the policy holder.91 It is worth noting that the 
face value of endowment insurance is also its cash value. 
 
Benefits/Reasons for Retirement Benefit (Endowment) Insurance Policy 
Retirement benefit (Endowment) insurance policy offers a disciplined way 
of saving money for future financial needs.92 An added advantage is the 
life risk cover which would be of great help to the family if something 
untoward happens to the main bread winner.93 The returns may be lower, 
but they are mostly risk free in case of guaranteed sum insured. 

                                                           
86

 Ibid. 
87

 Ibid., 44 
88

 Ibid. 
89

 Ibid. 
90

 Ibid. 
91

 KPMG, “Importance and Key Benefit of Life Insurance and Private Pensions” (2018) (A Study 

prepared as part of a financial Campaign by APPA and Sponsored by Metropolitan Life)43 
92

 Ibid., 43 
93

 Ibid. 



The Journal of Law and Policy      Volume 2, Issue 2, 2022 
 

143 
 

There is also a tax benefit subject to certain conditions,94 which are also 
available on these returns. This explains why retirement benefit 
(endowment) insurance policy holders are preferred by risk-averse 
investors, as beside providing cover to an insured’s life in case of an 
eventuality, it also gives the maturity amount to the policy holder if he 
survives the policy. 
Equally, one of the reasons why a retirement benefit (endowment) 
insurance policy is needed by a person is that an employer could go 
bankrupt and find itself unable to pay retirees which has become one 
downside of pension. Certainly, over a period of decades, that is always a 
possibility. 
 
Factors to Consider When Buying a Retirement Benefit (Endowment) 
Insurance Policy 
Generally,  like any other type of insurance plan, there are a plethora of 
life insurance policies available in the industry today, choosing a suitable 
policy particularly retirement benefits (endowment) insurance policy will 
depend on a number of factors which includes – one’s current life stage, 
individual needs, income and risk appetite etc. 
However, in the case of retirement benefit insurance policies particularly, 
endowment policy, there is every need to check the premium rates of 
various endowment plans as they are expensive compared to term plans, 
because a mistake here will likely cost you more in the long term. After 
comparing the premium rates, the next important thing to check is the 
insurance company’s track record with respect to bonus payments, 
because most endowment plans give lesser returns than unit-linked 
insurance plans (ULIPs) but endowment policies are considered safer. 
However, returns being an important factor for deciding on savings 
options, clients should know about the bonus rate, and also, trying to 
translate it into a simple ROI (Return on Investment) to know the relative 
worth of the endowment plans. 
Other important considerations are the claim settlement ratio, customer 
service track record and financial standards of the insurance company. At 
the end one should pick an endowment plan which is simple and easy to 
understand. Furthermore, avoid policies with complex features and 
benefits because there could be some catch in the fine print. 
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Types of Endowment Policies 
There are three types of endowment policy, namely: 
1. Participating policy (also known as with profit) 
2. Unit-linked, and; 
3. Low-cost endowment 
(1) Participating policies: The traditional participating policies are 

endowment policies that bundle insurance and investment. They 
guarantee a basic insured sum that is paid at the time of the policy 
holder’s death or when the policy matures, but also offers the 
possibility of additional payments or bonuses depending upon the 
performance of the investment. These payments may be reversionary 
(usually annually) or terminal (end of policy) bonuses; in case of 
adverse market performance, the surrender value can also be reduced. 
This type of endowment insurance policy has been criticized for 
having a low rate of return and no flexibility for premium payments. 

2. Unit-linked endowment insurance policy: It is an endowment policy 
in which the premiums are invested in a unitized insurance fund. 
These types of policies are mainly found in the United Kingdom. 

3. Low-cost endowment/insurance policy: This type of  endowment 
policy aims to pay off mortgage debts. However, the drawback of 
these policies is that sometimes funds received upon an insurance 
policy’s maturity are not enough to repay the mortgage. 

 
The Current Legal Problem Associated with Retirement Benefits 
(Endowment) Insurance Policies 
From the provisions of Pension Reform Act, 2014,95 the intendment of the 
lawmakers appears to be one that ought to make life after retirement so 
stress-free for individuals considered to be senior citizens having diligently 
served their country in their various capacity. That is why the provisions of 
PRA with respect to retirement benefits (whether lump sum withdrawal, 
programmed fund withdrawal, or annuity for life) is within the hallmark of 
contributory scheme with special consideration for investment of pension 
assets or fund96 and maintenance of a group life insurance policy in favour of 
each employee97  which is a combination of investment savings and life risk 
cover components otherwise known as retirement benefit endowment 
insurance policy. 
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But to an extent, this has been associated with some current legal problems 
which include the lack of forward-looking legal design for the retirement 
benefit endowment insurance system itself,98 and the absence of specific and 
complete laws and regulations to directly guide the investment management 
of basic retirement benefits endowment insurance funds.99  
Although, by certain provisions of the PRA, all accumulated pension fund or 
assets contributed under the scheme shall be invested by the Pension Fund 
Administrator with objectives of safety and maintenance of fair returns on 
amount invested.100 The PRA further provided that contributed assets and 
funds shall only be invested in accordance with regulations and guidelines 
issued by the commission, from time to time.101 Even after listing limited 
modes of investments of pension funds, it subjected such investment to 
guidelines issued by the commission,102 thereby subjecting the investment of 
such assets to whims and caprices of the commission. Thus, there are many 
loopholes in the investment management of basic endowment insurance 
funds103 coupled with a limited array of potential investments in local capital 
markets which are generally limited to investment -grade instruments (as 
listed in section 86 of PRA) that are in short supply in emerging capital 
markets.104 
There is also a legal problem of risk management transfer without a 
corresponding discretionary power in the case of holders of retirement 
savings accounts under a formal sector with clear employer-employee 
relationships that the PRA applies to. By the provisions of the PRA there is a 
transfer of investment risks of retirement funds to the employees, whereby 
the employee chooses the pension fund administrator of his choice who 
manages his or her retirement savings account105 and therefore assumes full 
responsibilities for the risks involved without having a corresponding 
discretionary power to dictate actually how and in which portfolio to invest 
his contributory retirement benefit: Rather the PRA specially empowers the 
commission to order in writing – direct the Pension Fund Administrator or  
Pension Fund Custodian to amongst other things, transfer the pensions and 
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assets being managed or held by it to another pension fund administrator or 
pension fund custodian.106 This is done without recourse to the holder of the 
retirement savings account despite the fact that the PFA was chosen by him. 
It is actually a problem. 
There is also a problem of regulatory management of the current system. The 
Nigerian Pension Commission (PenCom) as the regulator which has been 
weak in enforcing regulatory compliance.107 For example, PenCom failed to 
enforce regulations stating that PFAs must report in a timely manner about 
the value of their retirement savings accounts (RSAs). As a result, the regime 
of competition between PFAs is meaningless as pension savers are unable to 
evaluate the pros and cons of investing with PFAs. This is coupled with the   
legal issues bothering on the endowment insurance of the retirement benefits. 
Another legal problem is that the risk of illegal use of funds is high. At 
present, many operators including the regulator have misappropriated funds 
to invest in real estate and buy stocks, and even committed serious violations 
of laws and regulations such as corruption. Secondly, individual account 
funds have narrow investment channels and low returns, making it difficult 
to effectively deal with inflation.108 
 
Conclusion 
From the foregoing, it is obvious that retirement benefits insurance policies 
(endowment) actually serve as a shock absorber in a post retirement life. It 
takes the form of discipline savings and life cover component with the 
primary purpose of providing financial stability to families in the event the 
bread-winner dies. In addition, taking out retirement benefits insurance 
policies (endowment) has shown to have many benefits in terms of cash 
value, tax and mortgage planning. However, with these enormous benefits, 
the retirement endowment insurance policy business would have grown to 
an enviable level amongst the formal and informal sector of the Nigeria 
economy in particular and the world at large; save for the prevailing legal 
and other numerous challenges. In this case, it is recommended that both 
public, private self-employed and informal sector should always endeavour 
to take out a retirement benefit endowment policies. Secondly, a wide 
enlightenment campaign should be initiated to educate the majority of people 
on the importance of retirement benefit endowment policy and equally, there 
should be a legislation to incorporate the interest of the informal sector. 
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