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REGULATION OF INSURANCE INDUSTRY

ACT, NO.43 OF 2000 AS AMENDED BY ACT, NO. 27 OF 2007 &

ACT, NO. 03 OF 2011

AN ACT TO PROVIDE FOR THE ESTABLISHMENT OF AN INSURANCE BOARD FOR PURPOSE OF
DEVELOPING, SUPERVISING AND REGULATING THE INSURANCE INDUSTRY; FOR THE REPEAL
OF THE CONTROL OF INSURANCE ACT, NO. 25 OF 1962; AND FOR MATTERS CONNECTED

THEREWITH OR INCIDENTAL THERETO

BE it enacted by the Parliament of the Democratic Socialist Republic of Sri Lanka as follows :-

1. This Act may be cited as the Regulation of Insurance Industry Act, No. 43 of Short title.

2000 and shall come into operation on such date as the Minister may appoint by
Order published in the Gazette (hereinafter referred to as the “appointed date”).

ESTABLISHMENT AND CONSTITUTION OF THE INSURANCE BOARD
OF SRI LANKA

2. (1) There shall be established a board which shall be called the Insurance
Board of Sri Lanka (hereinafter referred to as the “Board”) which shall be responsible
for the development, supervision and regulation of the insurance industry in Sri
Lanka.

(2) The Board shall, by the name assigned to it by subsection (1), be a body
corporate and shall have perpetual succession and a common seal and may sue and
be sued in such name.

3. The object and responsibility of the Board shall be, to ensure that insurance
business in Sri Lanka is carried on with integrity and in a professional and prudent
manner with a view to safeguarding the interests of the policy-holders and potential
policy holders.

4. (1) The Board shall consist of the following members :-

(a) Deputy Secretary to the Treasury ;

(b) a Deputy Governor of the Central Bank of Sri Lanka nominated by the
Monetary Board ;

(c) the Registrar- General of Companies;
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(d) four members appointed by the Minister from among persons who have
had academic or professional qualifications and experience in the field of
insurance, commerce, financial management, business management,
economics, law or any other related field (in this Act referred to as
“appointed members”).

(2) The Minister shall nominate one of the members of the Board as the
Chairman of the Board.

(3) The provisions of the First Schedule to this Act shall have effect in
relation to the term of office of the appointed members of the Board, remuneration
payable to members of the Board, meetings and the Seal of the Board.

5.

For the purpose of fulfilling its object and responsibility, the Board may

exercise, perform and discharge all or any of the following powers, duties and

functions-

(a)

(b)

register as insurers persons carrying on insurance business in Sri Lanka ;

register persons as insurance brokers ;

(bb) register persons as loss adjusters ;

(c)

(d)

advise the Government on the development and regulation of the insurance
industry ;

implement the policies and programmes of the Government with respect to
the insurance industry ;

(dd) enter into any bi-lateral or multi-lateral memorandum of understanding

(e)

(f)

(g)

(h)

pertaining to the sharing of information, with any local or foreign person ;

employ such officers and servants as may be necessary for the purpose of
exercising, performing and discharging the powers, duties and functions of
the Board ;

acquire and hold any property, movable or immovable and sell, lease,
mortgage or otherwise dispose of the same ;

enter into all such contracts as may be necessary for the exercise,
performance and discharge of its powers, duties and functions; and

do all such other acts as may be necessary for the due exercise, discharge
and performance of its’ powers, duties and functions under this Act.
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6. (1) The Board shall have its own Fund.

(2) There shall be paid into the Fund of the Board —

(a) all such sums of money as may be voted from time to time by Parliament for
the use of the Board ;

(b) all such sums of money as shall be paid as registration fees under sections
14, 81, 83 and 89C of this Act;

(c) all such sums of money paid by insurers as an annual fee under section 16 of
this Act;

(d) all such sums of money as may be received by the Board in the exercise,
performance and discharge of its powers, duties and functions under this Act
; and

(e) all such sums of money as may be received by the Board by way of loans,
donations, gifts and grants from any source whatsoever, whether in or
outside Sri Lanka.

(3) There shall be paid out of the Fund of the Board, all such sums of money
required to defray the expenditure incurred by the Board, in the exercise of its
powers, discharge of its functions and performance of its duties.

7. (1) There shall be charged, levied and paid a cess at such rates as may be
determined by the Minister with the concurrence of the Board from time to time by
Order published in the Gazette, on the annual net premium income of every insurer,
so however that such rate shall not exceed one half per centum of such annual net
premium income.

(2) Every Order made by the Minister under this section shall come into force on
the date of its publication in the Gazette or on such later date as may be specified
therein, and shall be brought before Parliament for approval within four months of
the date of its publication. Any such Order which is not so approved shall be deemed
to be revoked from the date of disapproval, but without prejudice to the validity of
anything previously done thereunder.

(3) The cess imposed under this section shall be in addition to any other tax or
cess levied under any other written law.

(4) For the purpose of subsection (1) “annual net premium income” means the
gross insurance premium income, less reinsurance premium.
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8. (1) The financial year of the Board shall be the calendar year.

(2) The Board shall cause proper books of accounts to be kept of the income and
expenditure, assets and liabilities and all other transactions of the Board.

(3) The provisions of Article 154 of the Constitution relating to the audit of the
accounts of Public Corporations shall apply to the audit of accounts of the Board.

9. (1) The Minister shall, in consultation with the Board, appoint a Director-
General of the Board, who shall be its chief executive officer. The conditions of
employment including remuneration of the Director-General, shall be determined by
the Minister.

(2) The Director-General shall attend meetings of the Board on being invited to
do so by the Board, but shall not be entitled to vote at such meetings.

(3) The Director-General shall, subject to the general direction and control of
the Board, be charged with the direction of the affairs and transaction of all the
business of the Board in the exercise, discharge and performance of its powers,
functions and duties, and the administration and control of the officers and servants
of the Board.

(4) The Director-General may, with the approval of the Board, whenever he
considers it necessary to do so, delegate to any officer or servant of the Board any
power, function or duty conferred or imposed on or assigned to him by this Act, and
such officer or servant shall exercise, discharge and perform such power, function or
duty subject to the general or special directions of the Director-General.

(5) The Minister may on the recommendation of the Board, remove from office
the Director-General appointed under subsection (1), for reasons assigned therefor.

10. (1) The Board may appoint such officers and servants as it considers
necessary for the efficient discharge of its functions.

(2) The officers and servants appointed under subsection (1), shall be
remunerated in such manner and at such rates and shall be subject to such
conditions of service as may be determined by the Board.

(3) At the request of the Board, any officer in the public service may, with the
consent of the officer and the Secretary to the Ministry of the Minister in charge of
the subject of Public Administration, be temporarily appointed to the staff of the
Board for such period as may be determined by the Board with like consent, or with
like consent be permanently appointed to such staff.
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(4) Where any officer in the public service is temporarily appointed to the staff
of the Board, the provisions of subsection (2) of section 14 of the National Transport
Commission Act, No. 37 of 1991, shall, mutatis mutandis, apply to and in relation to,
such officer.

(5) Where any officer in the public service is permanently appointed to the staff
of the Board, the provisions of subsection (3) of section 14 of the National Transport
Commission Act, No.37 of 1991, shall, mutatis mutandis, apply to, and in relation to,
such officer.

(6) Where the Board employs any person who has agreed to serve the
Government for a specified period, any period of service to the Board by that person
shall be regarded as service to the Government for the purpose of discharging the
obligations of that person under such agreement.

11. (1) At the request of the Board, any officer or servant of a public
Corporation with the
governing board of such Corporation, be temporarily appointed to the staff of the
Board for such period as may be determined by the Board with like consent, or with

may, consent of such officer or servant and

like consent be permanently appointed to the staff of the Board on such terms and
conditions, including those relating to pension or provident fund rights, as may be
agreed upon by the Board and the governing board of such Corporations.

(2) Where any person is appointed whether temporarily or permanently under
subsection (1) to the staff of the Board, he shall be subject to the same disciplinary
control as any officer or servant of the Board.

PARTII
REGISTRATION OF INSURERS

12. (1)
date, no person shall carry on insurance business in Sri Lanka unless such person is
for the time being registered or deemed to be registered under this Act to carry on

Subject to the provisions of this Act, from and after the appointed

such business.

(1A). Notwithstanding the provisions contained in subsection (1), the National
Insurance Trust Fund Board established by the National Insurance Trust Fund Act,
No. 28 of 2006 shall be deemed to be:-

(a) a person registered under this Act to carry on insurance business in Sri
Lanka ; and
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(b) an Insurer registered under the provisions of this Act to carry on insurance
business from the date of coming into operation of this Act.

(2) A registration under subsection (1) may be for general insurance business or
for long term insurance business.

(3) Notwithstanding the provisions of subsection (1), the provisions of this Act
shall not apply in respect of the Agricultural and Agrarian Insurance Board
established by the Agricultural and Agrarian Insurance Act, No.20 of 1999, the Sri
Lanka Export Credit Insurance Corporation established by the Sri Lanka Export Credit
Insurance Corporation Act, No. 15 of 1978 and the Social Security Board established
by the Social Security Board Act, No.17 of 1996.

(4) A person registered under subsection (1) shall not carry on any form of
business other than insurance business :

Provided that, a person may with the prior written approval of the Board, carry
on any financial services business which is ancillary or associated with the insurance
business for which a registration is obtained under this Act.

13. (1) No person shall be registered to carry on, either one or both classes of
insurance business in Sri Lanka, unless such person-

(a) is a public company incorporated in Sri Lanka and registered under the
Companies Act, No 17 of 1982;

(b) has a paid up share capital of not less than such amount as determined by
the Board by rules made in that behalf;

(bb) has in its Board of Directors persons who are not subject to any one or
more of the disqualifications specified in the Second Schedule of this Act;

(c) pays as deposit to the Treasury such amount as may be determined by the
Board, by rules made in that behalf;

(d) pay the prescribed fee ; and

(e) fulfil such other requirements as may be laid down by the Board by rules
made in that behalf, for the purpose of ensuring the proper conduct of
insurers to safeguard the interests of the insured public and for the
development of the insurance industry.
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(2)

For the purpose of paragraphs (b), (c) and (d) of subsection (1), different

amounts may be prescribed for different classes of insurance business.

14. (1) Every application for registration under section 12, shall be made to the
Board in such form as may be provided for that purpose by the Board, and be
accompanied by -

(a)

(b)

(c)

(d)

(e)

(f)

(8)

(h)

(i)

a statement in writing by the applicant that the provisions of paragraphs (b)
and (c) of subsection (1) of section 13 have been complied with, together
with a certificate issued by the Deputy Secretary to the Treasury specifying
the amount deposited under paragraph (c) of that subsection ;

the fee prescribed in respect of the class of insurance business in respect of
which the application for registration is being made ;

a certified copy of the Memorandum and Articles of Association of the
company applying for registration ;

a certified copy of the certificate of incorporation of the company applying
for registration;

a certified copy of the certificate to commence business issued by the
Registrar of Companies ;

a statement setting out prescribed particulars relating to -
(i) the share holders of the company ;

(ii) the Directors of the company ; and

(iii) the officers referred to in sections 32, 46 and 94 ;

a statement setting out the class, and where necessary the sub-class of
insurance business proposed to be carried on by the applicant ;

a statement setting out the details of fulfillment of requirements, if any, that
were laid down by the Board under paragraph (e) of subsection (1) of section

13;

a scheme of work or business plan for a period of three years; and

(j) such other documents and information as may be determined by the Board.

(2)

Every application under this section shall be certified by a declaration signed

by the person making the application that the statement accompanying the
application are true and accurate. Every such declaration shall be free of stamp duty.
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(3) The Board may conduct such investigations as it may consider necessary to
verify the accuracy of any details contained in the application made under subsection
(1), and to determine the suitability of the applicant to be registered under this Act
as aninsurer.

15. (1) Where the Board is satisfied that any company making an application
for registration under section 14 has complied with the provision of section 13 of this
Act, and where an investigation is conducted under subsection (3) of section 14, the
Board is satisfied regarding the suitability of the applicant to be registered, the Board
shall register such company as an insurer and shall issue to the insurer a licence in
which shall be specified the class, and where necessary the sub-class of insurance
business, which such insurer is authorized to carry on.

(2) The licence issued to an insurer under subsection (1) shall be kept at all times
at the principal office or place of business of the insurer, and be made available for
inspection by any member of the Board, its Director-General or any person
authorized by the Board for that purpose.

15A. Every Insurer shall be required within three years of being issued with a
licence under section 15 of this Act, to have itself listed on a licensed stock
exchange.

16. (1) Every insurer shall pay to the Board as an annual fee, such sum of
money as may be prescribed.

(2) The Board may prescribe different amounts as annual fee in respect of
different classes of insurance business.

17. Repealed.

18.

wholly or in respect of a particular class or sub-class of insurance business, for any
one or more of the following reasons or grounds, namely, that the insurer:-

(1) The Board may cancel or suspend the registration of an insurer, either

(a) has not commenced business within twelve months after being registered ;

(b) has ceased to carry on insurance business in respect of any class of business;
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(c) proposes to make or has made any composition or arrangement with its
creditors or has gone into liquidation or has been wound up or otherwise
dissolved ;

(d) is carrying on its business in a manner likely to be detrimental to the
interests of its policy holders or to the development of the insurance
industry or the national interest ;

(e) is unable to meet its obligations ;

(f) has failed to maintain the solvency margin of such amount as is determined
by the Board under section 26 ;

(g) has contravened any provision of this Act or any regulation or rule made
thereunder or any condition imposed or any direction given or
determination made by the Board under this Act ;

(h) has furnished false, misleading or inaccurate information, or has concealed
or failed to disclose material facts, in its application for registration or in any
information or document submitted to the Board;

(i) has ceased to be of good financial standing ;

(j) has since the grant of the licence, been disqualified for the grant of licence;
or

(k) is found guilty of any malpractice or irregularity in the management of his
affairs.

(2) The Board may, for any one or more reasons or grounds specified in
subsection (1), and by notice sent in that behalf, suspend the registration granted to
an insurer for a period not exceeding three weeks, without prejudice to such
insurer’s responsibility to meet its obligations under policies already issued, and the
insurer shall thereafter be prohibited from issuing new insurance policies until the
suspension is removed.

(3) The notice referred to in subsection (2), shall specify the period of
suspension and the date before which the insurer is required to show cause to the
Board why such suspension should be removed.

(4) On receipt of an insurer’s response to the notice sent under subsection (2),
the Board may-
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(a) where an insurer shows sufficient cause why the suspension should be
removed, immediately remove the suspension ; or

(b) where the Board is not satisfied with the response of the insurer, either
extend the period of suspension already imposed, or cancel the registration,
as the case may be.

(5) Where the Board decides under subsection (4) to cancel or suspend for a
further period the registration of an insurer, it shall be its duty to forthwith inform
the insurer of the cancellation or suspension as the case may be, and in the event of
an extension of a suspension for a further period, the Board shall further inform the
insurer -

(a) of the period for which the suspension is being extended ;

(b) of the action that needs to be taken to rectify or remove the reason or
ground which caused the imposition of the suspension ; and

(c) the time within which the corrective measures referred to in paragraph (b)
should be taken.

(6) Where a registration is cancelled or suspended under subsection (4), it shall
be the duty of the licence holder whose licence is being cancelled or suspended as
the case may be, to forthwith surrender the licence to the Board, and the Board shall
thereupon -

(a) in the case of a cancellation of a registration, cancel the licence ; or

(b) in the case of a suspension of a registration for a specified period, make an
endorsement to that effect on the face of the licence, and return the licence
to the holder thereof.

(7) Notwithstanding the provisions contained in subsections (1) and (2) of this
section, the Board may in lieu of a cancellation or suspension on any one or more
grounds referred to in subsection (1), of a licence issued to an insurer under this Act,
and where the nature of the act or omission referred to therein and which is
committed by such insurer is not of such nature as to warrant a cancellation or
suspension of the licence, direct the insurer to take such measures as may be
determined by the Board, to -

(a) prevent the continuance of such act or omission; and

(b) rectify and set a right the consequences resulting from such act or omission.
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19. (1) An insurer who is aggrieved by a decision made by the Board under
section 18 may, within fourteen days of being informed of such decision, appeal
therefrom to the Court of Appeal.

(2) The Court of Appeal may on appeal made under this section, confirm, revise,
modify or set aside the decision against which the appeal is made and may make
such order as the interests of justice may require.

20. (1) Where a licence issued to an insurer under this Act is cancelled or
suspended under subsection (4) of section 18, and the Board is of the view that
national and public interest requires that administration and management of the
insurance business of such insurer should be taken over by an administrator, the
Board may inform the Minister of that fact and the Minister may, by notice published
in the Gazette, appoint an administrator to manage and administer such business
under the direction and control of the Board, for such period as shall be specified in
the notice. The period so specified may, where necessary be extended in like manner
from time to time.

(2) The Board shall cause a copy of the notice to be served on the Registrar of
Companies, who shall be required to make an entry in the record maintained by such
Registrar, relating to such insurance company.

21. (1) Every company applying for registration as an insurer under this Act,
shall keep deposited with the Deputy Secretary to the Treasury, for and on behalf of
the Government of Sri Lanka, such sum of money as is determined by the Board
under paragraph (c) of subsection (1) of section 13 of this Act.

(2) A deposit made under subsection (1) may consist of cash or of Government
securities or of Government guaranteed securities, and the value of any securities so
deposited shall be taken to be their market value at the date of deposit.

(3) A deposit made in cash shall be held by the Deputy Secretary to the Treasury
to the credit of the insurer, and shall be returnable to the insurer in cash in the
circumstances and in the manner in which under the provisions of this Act such a
deposit may be returned, and any interest accruing due on securities deposited
under this section by any insurer shall, when it is collected, be paid by the Deputy
Secretary to the Treasury to the insurer.

(4) An insurer may at any time substitute for the securities deposited with the
Deputy Secretary to the Treasury under this section, other Government securities or
Government guaranteed securities of equal value assessed at the market rate
prevailing at the time of substitution, and the Deputy Secretary to the Treasury shall,
on the written application of any insurer who has made a deposit, invest in
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Government securities or Government guaranteed securities the whole or any part
of the cash received by the Deputy Secretary to the Treasury on the redemption of
any securities deposited by the insurer under this Act.

(5) The Deputy Secretary to the Treasury shall, if so requested by the insurer,
sell any securities deposited with him and either hold the cash realized by such sale
as deposit or invest in such Government securities or government guaranteed
securities as may be specified by the insurer, the whole or any part of the cash
received by him and hold the securities in which the investment is so made as
deposit.

22. The deposit made by an insurer shall be deemed to be part of the assets of
the insurer, but shall not —

(a) be capable of being transferred or assigned or of being encumbered with any
mortgage or other charge by the insurer or be liable to seizure in execution
of any decree; or

(b ) be available for the discharge of any liability of the insurer, except for the
discharge in the event of the winding up of the insurer, of liabilities arising
out of policies of insurance business issued by the insurer and remaining
undischarged.

23. Where the Board is satisfied that an insurer has ceased to carry on any
class of insurance business and its liabilities in respect of that class have been
satisfied or otherwise provided for, the deposit in respect of that class of insurance
business shall be refunded on expiry of two years from the date of issue of the last
policy of insurance of that class, issued by the insurer.

24. Every insurer who carries on general insurance business, whether solely or
in addition to long term insurance business, shall establish and maintain adequate
technical reserves:

Provided that where the Board is of the view that the technical reserve being
maintained by the insurer is inadequate to meet its liabilities the Board shall have
the power to require such insurer to increase or enhance its technical reserve.

25. (1) Not less than twenty per centum of the assets of the technical
reserve being maintained for a general insurance business under section 24 and not
less than thirty per centum of the assets for the Long Term Insurance Fund being
maintained under subsection (1) of section 38, shall be in the form of Government
Securities. The balance assets shall be in the form of such other investments as shall
be determined by the Board.

Reservation of
deposits.

Return of
deposits.

Maintaining a
technical
reserve.

General
provisions
relating to
Reserve and
Fund being
maintained by

13



an insurer.

(2) The Board shall have the power, where it considers any investment of any
assets in any reserve or Fund referred to in subsection (1) of this section is
unsuitable, to issue directions for the disposal of such investment within such time as
may be specified in such directions.

(3) Assets of a reserve or Fund being maintained by an insurer under this Act,
and all other assets of such insurer shall be kept in Sri Lanka, unless otherwise
permitted by the Board on application being made in that behalf by an insurer.
Guidelines for the granting of permission by the Board shall be as prescribed.

26. (1) Every insurer shall maintain in respect of each class of insurance Solvency
business, a solvency margin of such amount as may be determined by the Board in margin.
respect of that class of insurance business, by rules made in that behalf.

(2) Rules may be made by the Board to provide for the determination of the
value of the assets and their admissibility and the amount of the liabilities for the
purpose of determining the solvency margin to be maintained in respect of the class
of insurance business being carried on by any such insurer.

(3) For purpose of ensuring the avoidance of mismatching of assets as against
liabilities by insurers, the Board may, from time to time by rules made in that behalf,
lay down criteria to be made applicable in determining the minimum limits of their
assets as against their liabilities.

PART Il
GENERAL PROVISIONS APPLICABLE TO INSURERS

27. Where an insurer carries on business of one or more classes of insurance Separation of
business, such insurer shall keep separate accounts of all receipts and payments in accounts and
respect of each class of insurance business and also maintain separate accounts in assets.
respect of each sub-class of general insurance business it is carrying on.

28. Repealed. Amended by Act, No.
03 of 2011.

29. (1) No insurer shall grant to any person who holds the position of a Prohibition of
director of such insurer, or to any company in which such a person holds any such l0ans.
position, any loan, other than a loan on a mortgage of a policy of life assurance
issued by that insurer, except with the prior approval of the Board which shall grant
such approval only if it is satisfied that sufficient security is being given for the
repayment of the loan.
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(2) Where a loan has been granted by the insurer to a director of such insurer
or to any company in which such person is a director, on the mortgage of a policy of
life assurance and such loan is outstanding on the appointed date, the Board shall
have the power, notwithstanding anything to the contrary in any agreement or
contract, to examine the adequacy of the security given by such person for the
repayment of the loan and, if the Board considers it necessary to do so, to require
that the loan be repaid or that additional security be given, on or before a specified
date. If such person fails to repay the loan, or to give additional security, on or before
the specified date, he shall, on the expiry of a period of one year from that date,
cease to hold office as a director of such insurer.

30. None of the assets of any insurer shall be kept otherwise than in the name
of the insurer.

31. (1) An insurer may, subject to such terms and conditions that may be
specified by the Board in order to ensure that the interests of policy holders and the
insurers are adequately safeguarded, reinsure with any other insurer in or outside Sri
Lanka, any liability arising out of any contract or policy of insurance, effected or
issued by the first- mentioned insurer.

(1A) Every insurer who reinsures shall be required to reinsure with the National
Insurance Trust Fund Board established by the National Insurance Trust Fund Act,
No. 28 of 2006, a percentage not exceeding fifty per-centum as shall be determined
by the Minister by Order published in the Gazette, of the liability sought to be
reinsured.

(2) The Board may by a notice in writing, require any insurer carrying on
reinsurance to furnish such information as it may deem necessary to ascertain
whether such insurer has the necessary funds to satisfy any claim that may be made
on such insurer to comply with the requirements of such notice.

(3) The Board may from time to time, by Notification published in the Gazette,
prohibit all insurers, from reinsuring with any specified reinsurer in or outside Sri
Lanka, risks upon policies or contracts of insurance issued or effected in respect of
insurance business transacted in Sri Lanka, where any such arrangement with that
reinsurer is detrimental to the national interest:

Provided however, that before issuing any Notification under this subsection, the
Board shall inform the insurer or insurers who is or are carrying on reinsurance
business with such specified reinsurer in or outside Sri Lanka, of its intention to issue
such Notification, and shall consider any representations made by such insurer or
insurers, with reference to its proposed decision.
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31A. A person shall not be appointed, elected or nominated as a director of
an insurer or continue as a director of an insurer, if such person is subject to any
one or more of the disqualifications specified in the Second schedule to this Act.

32. (1)
specified officer, at least one person possessing the qualification of Associate of the

Every insurer carrying on insurance business shall employ as a

Chartered Insurance Institute, or an equivalent qualification acceptable to the Board,
and having at least five years post qualification experience, at managerial level.

(1A) The disqualifications specified in the Second Schedule to this Act, shall
mutatis mutandis, apply to and in relation to a person employed as a specified
officer under subsection (1).

(2) A person employed as a specified officer may also function as the principal

officer of the insurer, provided such officer possesses the qualifications of a principal
officer as determined by the Board under section 94.

33. No-
insurer or the holding or associate or subsidiary company of an insurer; or

(a)

director, principal officer or specified officer of an insurer or the director or
chief executive officer of a holding or associate or subsidiary company of

(b)
aninsurer;

shall be a shareholder, director or employee of a company registered as a
broker under this Act:

Provided that where an insurer or any such person as is referred to in this section
is a shareholder, director or employee of any company registered as a broker under
this Act as on the date of registration, such insurer or person shall be required to
dispose of such shares, or to relinquish such directorships or employment, as the
case may be, within such period as may be determined by the Board.
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33A. (1) A director or an employee of an insurer shall not be appointed,
elected or nominated as a director of another insurer, except where such insurer is
a subsidiary Company or an associate Company of the first mentioned insurer.

(2) An employee of an insurer may be appointed, elected or nominated as a
director of that insurer, subject however to the condition that the number of
employees that may be so appointed, elected or nominated as directors, shall not
exceed one-third of the total number of members of the Board of Directors of that
insurer.

33 B. (1) Every insurer shall submit to the Board along with the Form required
to be filed with the Registrar — General of Companies, a notice in such form and
manner as shall be determined by the Board, giving information about each person
sought to be appointed, elected or nominated as a director of the insurer, prior to
the making of such appointment, election or nomination, as the case may be, and
obtain the Boards approval for the same.

(2) Where the Board receives a notice from an insurer under subsection
(1) informing it of a proposed appointment, election or nomination of a person as a
director of such insurer, the Board shall within thirty days of receipt of such notice
and having regard to the provisions of section 33A, and to the disqualifications
specified in the Second Schedule to this Act, approve or refuse to approve such
appointment, election or nomination, as the case may be, and inform the insurer of
its decision along with its reasons for reaching such decision. It shall also be the
duty of the insurer to communicate to the person concerned, who is sought to be
appointed, elected or nominated, as a director, the decision of the Board.

(3) Any person aggrieved by a decision given by the Board under
subsection (2), may submit an appeal against such decision to the Board which
shall be referred by the Board to a Panel of Review, consisting of three persons
appointed by the Minister, from among persons who have experience and shown
capacity in the field of insurance, financial management or law. The Panel of
Review shall having considered the grounds on which the appeal is being made and
any other matters which in its opinion merits consideration, make a decision either
confirming the refusal or approving the appointment, election or nomination, as
the case may be, of such person as a director of the insurer concerned.

33C. (1) An insurer shall not appoint, elect or nominate as a director of such
insurer a person whose appointment, election or nomination has not been
approved by the Board under section 33B of this Act.
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(2) Notwithstanding the provisions of subsection(1), a person whose name
has been submitted to the Board for approval under subsection (1) of section 33B,
may be appointed, elected or nominated as a director of the insurer, pending the
receipt of the decision of the Board. However, where the Board refuses to grant
approval and the insurer communicates to the person concerned, the decision of
the Board, such person shall from the date of such communication, cease to hold
office as a director of the insurer, subject to any decision the Board may reach
upon any objections that may have been tendered by the person concerned, under
subsection (3) of section 33B, against the decision of the Board refusing to grant
approval.

(3) It shall be the duty of an insurer to inform the Board forthwith of every
appointment, election or nomination of a director, whose appointment, election or
nomination, as the case may be, was approved by the Board.

33D. (1) An insurer shall, immediately upon becoming aware that a director of
such insurer has become subject to any one or more of the disqualifications
specified in the Second Schedule to this Act or has become ineligible to continue to
hold office as a director of the insurer, inform the Board of such fact.

(2) Where the Board receives any information under subsection (1) about a
director or where the Board becomes aware at any time that a person appointed,
elected or nominated as a director of an insurer has thereafter become disqualified
under any one or more of the disqualifications specified in the Second Schedule to
this Act or has otherwise become ineligible to continue to hold office as a director
of an insurer, the Board shall -

(a) direct the insurer concerned, in writing, to remove such person
from the office of a director within such period as may be specified
in such direction; and

(b) in writing, notify the person who is to be removed of the fact of
such removal, with a copy of the direction issued to the insurer
regarding the same annexed to such notification.

(3) The insurer to whom a direction is issued under subsection (2) shall, within
the period specified in the direction -
(a) remove the person from the office of a director; and

(b) take such steps as are necessary to inform the
shareholders of the insurer and the Registrar-General of Companies of
such removal.
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(4) The removal of a director in accordance with a direction issued under
paragraph (a) of subsection (2) shall, notwithstanding the Articles of Association of
the insurer, take effect from the date of receipt by the director of the notification
of removal sent by the insurer.

(5) Any person who is aggrieved by the removal of such person from the office
of a director under subsection (3) of this section, may within fourteen days of being
notified of such removal, appeal therefrom to the Court of Appeal. The Court of
Appeal may on appeal made under this section, confirm, revise, modify or set aside
the decision against which the appeal is made and may make such order as the
interests of justice may require.

33E. An insurer who fails to comply with any direction given under paragraph (a)
of subsection (2) of section 33D within the period specified in such direction and a
director who has been served with a notice under paragraph (b) of that subsection
who continues to function as a director thereafter, shall each be guilty of an
offence under this Act and shall be liable on conviction after summary trial before a
Magistrate to a fine not exceeding five hundred thousand rupees and shall in
addition be liable -

(a) in the case of the insurer, to a further fine of one hundred thousand
rupees, for each day that the insurer continues to commit such offence
after conviction; and

(b) in the case of a director of the insurer, to a further fine of rupees one
hundred thousand for each day such director continues to function as
director, after conviction.

34. Noinsurer shall accept any insurance business except from-

(a) any person who has an insurable interest in the subject matter of
insurance;

(b) another insurer in respect of reinsurance;
(c) aninsurance agent; or

(d) aninsurance broker registered under this Act.

35. Repealed.
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36. (1) The Board may from time to time, where it is of the view that policy
holders are being adversely affected by any tariff limits set by insurers, fix the
minimum tariff for motor, fire and employers liability, to be charged by such insurers
in respect of policies of insurance to be issued by them, and also may fix the
maximum tariff for motor insurance business.

(2) No insurer shall accept as under a contract or policy of insurance effected
or issued by it in respect of such sub-class of insurance as is referred to in subsection
(1), an amount which is-

(a) less than the minimum rate that may be fixed in respect of motor, fire and
employers liability under subsection (1) ; or

(b) higher than the maximum rate that may be fixed in respect of motor
insurance under subsection (1).

37. (1) For the purpose of examining whether the interests of policy holders
are being adequately safeguarded every insurer shall be required to file with the
Board :-

(a) all policy forms to be issued by such insurer, prior to its issue;

(b) any amendments to be made to any policy forms already issued; and

(c) where required to do so by a notice in writing, copies of any policy
forms already issued.

(2) The Board may having regard to the need to ensure that the terms of the
contract of insurance covered by such policy form are fair and equitable, direct
amendments to any policy form furnished to the Board under subsection (1), and it
shall be the duty of the insurer furnishing such forms to give effect to such
amendments.

(3) Noinformation acquired under this section by any member of the Board or
any officer or servant thereof, shall be disclosed or used by such person, except
when required to do so by a court of law, or for the purpose of exercising,
performing and discharging the powers, duties and functions of the Board.
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PART IV
LONG TERM INSURANCE BUSINESS

38. (1) Every insurer who carries on long term insurance business, whether
solely or in addition to general insurance business, shall-

(a) maintain a separate fund to be called the “ Long Term Insurance Fund” and
shall credit all money received in respect of the long term insurance
business carried on by such insurer, to that Fund ; and
(b) keep the assets in respect of the long term insurance business separate
from the assets in respect of any other class of insurance business.

(2) The Long Term Insurance Fund maintained by an insurer under subsection
(1), shall not be liable for any contracts of the insurer for which it would not have
been liable had the business of the insurer been only that of long term insurance
business, and shall not be applied directly or indirectly for any purposes other than
those of the long term insurance business carried on by that insurer.

(3) For the purpose of verifying whether an insurer complies with the

provisions of subsection (1), the Board may-
(a) call upon such insurer to furnish from time to time a return in such form as

may be prescribed;
(b) authorize an officer in writing to enter at all reasonable hours the place at
which such insurer is carrying on long term insurance business and
examine any books, registers or documents of such insurer relating to such
business, and such insurer shall furnish such return or permit such officer
to enter such place and make such examination.

(4) Where, following an actuarial investigation into the financial affairs of an
insurer transacting long term insurance business under subsection (1) of section 48,
there is an established surplus in respect of participating policies which the actuary
has recommended as being available for distribution, the insurer shall not transfer or
otherwise apply assets representing any part of that surplus, unless the insurer has
allocated for the payment of bonuses to holders of participating policies at least
ninety per centum of that surplus.
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39. (1) A transfer or an assignment of a policy of long term insurance
business, whether with or without consideration, may be made only by an
endorsement upon the policy itself or by a separate instrument signed in either case
by the transferor or by the assignor or his duly authorized agent, and attested by at
least one witness, and specifically setting forth the fact of transfer or assignment.

(2) No transfer or assignment of a policy of long term insurance business shall
be of any effect as against the insurer, unless it is made in accordance with
subsection (1), and until a notice in writing of the transfer or assignment, together
with the instrument or endorsement or a copy thereof which is certified by or on
behalf of the parties to the transfer or assignment to be correct, is served on the
insurer at its principal place of business in Sri Lanka.

(3) The date on which the notice referred to in subsection (2) is served on the
insurer, shall regulate the priority of all claims under a transfer or an assignment of a
policy of long term insurance business as between persons interested in the policy,
and where there is more than one instrument of transfer or assignment, the priority
of the claims under such instruments shall be governed by the order in which the
notices referred to in subsection (2) are served.

(4) Upon the receipt of the notice referred to in subsection (2), the insurer
shall record the fact of such transfer or assignment together with the date thereof
and the name of the transferee or the assignee, and shall on the request of the
person by whom the notice was given, or of the transferee or assignee, grant a
written acknowledgement of the receipt of such notice, and any such
acknowledgment shall be conclusive evidence against the insurer that such insurer
has duly received the notice to which such acknowledgement relates.

(5) Subject to the terms and conditions of the transfer or assignment, the
insurer shall, from the date of the receipt of the notice referred to in subsection (2),
recognize the transferee or assignee named in the notice as the only person entitled
to benefit under the policy, and such person shall be subject to all liabilities and
equities to which the transferor or assignor was subject at the date of the transfer or
assignment, and may institute any proceedings in relation to the policy without
obtaining the consent of the transferor or assignor or making him a party to such
proceedings.

(6) Any rights and remedies of an assignee or transferee of a policy of long
term insurance business under an assignment or transfer effected prior to the
appointed date, shall not be affected by the provisions of this section.
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(7) Notwithstanding any law or custom having the force of law to the contrary,
an assignment in favour of a person made with the condition that the interest shall
pass to some other person on the happening of a specified event during the lifetime
of the person whose life is insured, and an assignment in favour of survivor or
survivors of a number of persons, shall be valid.

40. (1) Where, in terms of a policy of long term insurance business, the policy is to
mature upon survival to a fixed date or on the death of such person, and the policy is
subject to payment of premia at an uniform rate for a fixed term or where the death
occurs before the expiry of such fixed term, until the date of such death, and all
premia have been paid for three consecutive years, the policy shall be deemed to
acquire a surrender value, and, notwithstanding any contract to the contrary, shall
not lapse by reason of non-payment of further premium, but shall, notwithstanding
such non-payment, be kept in force to the extent of its paid-up value.

For the purpose of this subsection, the method to be used to calculate
surrender values and paid-up values, shall be certified by an actuary.

(2) Where a debt owing to an insurer is secured by a policy of long term
insurance business issued by the insurer and, under subsection (1), the policy is kept
alive to the extent of its paid-up value, the insurer-

(a) may treat the debt as a debt secured by the policy so kept alive, and
thereupon the policy so kept alive shall be a security for the debt; or

(b) may reduce the amount of such paid-up value by an amount the present
value of which is equal to the amount of the debt, and thereupon the debt
shall cease to be owing to the insurer.

(3) This section shall not apply in any case where-

(a) the sum assured is payable only on the happening of a contingency which
may not arise;

(b) the paid-up value of the policy is less than such amount as is determined
by the Board from time to time;

(c) after default has occurred in the payment of the premium, the parties
agree in writing to some other arrangement; or

(d) the surrender value of the policy is automatically applied under the terms
of the contract for maintaining the policy in force notwithstanding the non-
payment of premia.
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41. No policy of long term insurance business shall after the expiry of two
years from the date of the issue of the policy, be called in question by any insurer on
the ground that a statement made in the proposal or other document on the faith of
which the policy was issued or reinstated, or in any report of a medical officer or
referee, was inaccurate or false, unless the insurer shows that such a statement was
made on a material matter or suppressed facts which it was material to disclose, and
that it was fraudulently made by the policy holder and that the policy holder knew at
the time of making it that the statement was false or that it suppressed facts it was
material to disclose :

Provided that, nothing in this section shall prevent the insurer from calling for
proof of age at any time, if it is entitled to do so under the policy conditions, and no
policy shall be deemed to have been called in question merely because the terms of
the policy are adjusted on subsequent proof that the age of the life insured was
incorrectly stated in the proposal.

42. (1) Where any premium in respect of a policy of long term insurance
business is not paid on the date on which it is payable, notice of the options available
to the policy holder shall be given to him by the insurer before the expiry of a period
of three months from the said date, unless such options are set out in the policy, and
no further notice of the options available shall be given thereafter to the
policyholder.

(2) Every notice under subsection (1) shall be deemed to have been duly given
to the policyholder if it is sent to him to such address as maybe specified in the policy
or, where the address is not so specified, to the address to which a renewal premium
notice or receipt was last sent by the insurer to the policyholder.

(3) Upon application made to an insurer in that behalf, the insurer shall supply
to the policy holder or to his legal representative or to an assignee of the policy, a
certified copy of the proposal for the policy and of the personal statement made to
the medical officer by the proposer, unless copies thereof are attached to the policy.

43. (1) The holder of a policy of long term insurance business may, when
effecting the policy or at any time before the policy matures for payment, nominate
the person or persons to whom the money secured by the policy shall be paid in the
event of his death :

Provided that, where any nominee is a minor, it shall be lawful for the policy
holder to appoint in the prescribed manner any person on behalf of the minor, who
may receive the money secured by the policy, in the event of his death during the
minority of the nominee.
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(2) A nomination under subsection (1) shall, unless it is incorporated in the
text of the policy itself, be made by an endorsement on the policy and such
endorsement shall by notice in writing be communicated to the insurer who shall
register such endorsement in the record or register relating to that policy. Any such
nomination may at any time before the policy matures for payment be cancelled or
changed by another endorsement or by a will of the policy holder, as the case may
be, and unless notice in writing of any such cancellation or change has been given by
the policy holder to the insurer, the insurer shall not be liable for any payment under
the policy made bona fide by him to a nominee mentioned in the text of the policy,
or registered in records of the insurer.

(3) The insurer shall furnish to the policy holder a written acknowledgement
of having registered a nomination or of any cancellation or change thereof.

(4) A transfer or assignment of a policy made in accordance with section 39
shall have the effect of canceling a nomination :

Provided that, the assignment of a policy to an insurer who bears the risk on the
policy at the time of the assignment, in consideration of a loan granted by that
insurer on the security of the policy within its surrender value, or its reassignment on
repayment of the loan, shall not effect a cancellation of a nomination, but shall affect
the rights of the nominee only to the extent of the insurer’s interest in the policy.

(5)  Where the policy matures for payment during the lifetime of the person
whose life is assured or where the nominee, or if there are more nominees than one,
all the nominees, die before the policy matures for payment, the amount secured by
the policy shall be payable to the policy holder or his heirs or legal representatives,
as the case may be.

(6) Where the nominee, or if there are more nominees than one, one or more
of such nominees survive the person whose life is assured, the amount secured by
the policy shall be payable to such survivor or survivors.

44. No insurer who carries on long term insurance business shall, for the
purpose of declaring or paying any dividend to shareholders or any bonus to its
policyholders, or of making any payment in service of any debentures, loans or
advances on account, utilize directly or indirectly any portion of the Long Term
Insurance Fund or of the funds of such other class of insurance business, except a
surplus shown in the valuation balance sheet submitted to the Board as part of the
abstract referred to in section 48 as a result of an actuarial valuation of the assets
and liabilities of the insurer; and such surplus shall not be increased by contributions
out of any reserve fund or otherwise, unless such contributions have been brought in
as revenue through the revenue account applicable to long term business on or
before the date of the valuation aforesaid, except when the reserve fund is made up
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solely of transfers from similar surpluses disclosed by valuation in respect of which
returns have been submitted to the Board under section 49 of this Act.

45,
shall be at liberty to declare on the recommendation of an actuary made at the last

Notwithstanding anything contained in this Act to the contrary, an insurer

preceding valuation, an interim bonus or bonuses to long term insurance business
policy holders, whose policies mature for payment by reason of death or otherwise,
during the inter-valuation of period.

46. Every insurer carrying on long term insurance business shall employ or
retain on a permanent basis, an actuary.

PART V
ACCOUNTS, INSPECTION AND INVESTIGATION

47. (1)
manner as may be determined by the Board.

An insurer shall prepare and maintain its accounts in such form and

(2)

from and out of a list of approved auditors that shall be issued by the Board, and

Every insurer shall have its annual accounts audited by an auditor selected

shall submit a copy of such audited accounts to the Board within such period after
the close of the financial year as the Board may determine. The auditor shall state in
his report whether the accounting records of the insurer have been maintained in
the manner required by the Board, so as to clearly indicate the true and fair view of
the financial position of the insurer.

(3)

submit-

The Board may on receipt of the auditor’s report call upon the auditor to

(a)

information regarding the format and contents of the audited accounts ;
and

(b) any other additional information relating to the audit as the Board may
consider necessary.
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48. (1) Every insurer shall, in respect of all long term insurance business
transacted by the insurer, cause an investigation to be made by an actuary at the end
of each financial year into the financial condition of such long term insurance
business, including a valuation of its assets and liabilities in respect of that business,
and shall cause an abstract to be made in such manner and within such period after
the close of the financial year, as the Board may determine. The actuary shall certify
whether the reserves of the insurer are adequate to meet all liabilities current and
contingent of its policy holders and determine the surplus, and shall recommend the
guantum of bonus that may be paid to policy holders. The actuary shall also
recommend the surplus that is available for transfer to the shareholders of the
insurer.

(2) The provisions of subsection (1) regarding the making of an abstract shall
apply whenever at any other time, an investigation into the financial condition of the
insurer is made with a view to the distribution of surplus, or an investigation is made
the results of which are made public.

(3) A copy of an abstract made under subsection (1) shall be submitted to the
Board, and the Board shall have power to call for any additional information and
documents relating to the actuarial valuation.

(4) there shall be appended to every abstract required by subsection (1) or
subsection (2), a certificate signed by the director or principal officer of the insurer,
that full and accurate particulars of every policy under which there is a liability either
actual or contingent, have been furnished to the actuary for the purposes of the
investigation.

(5) There shall be appended to every abstract required by subsection (1) or
subsection (2) a statement of the long term insurance business subsisting at the date
to which the accounts of the insurer are made up for the purposes of such abstract.

(6) Where an investigation into the financial condition of an insurer is made at
a date other than the last date of the year of account, the accounts for the period
elapsing after the end of the preceding year of account, and the balance sheet as at
the date at which investigation is made, shall be prepared and audited in the manner
provided for in this Act.

49. Every insurer shall furnish to the Board-
(a) a certified copy of the report relating to the business of the insurer

submitted to the shareholders of the company, or the policyholders of the
insurer, immediately after it is so submitted; and
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(b) a quarterly return containing such information and during such periods of
time, as may be determined by the Board.

50. (1) Everyinsurer shall from time to time furnish the Board with certified
copies of its reinsurance treaties (including treaties which are revised), contracts and
arrangements relating to any class of insurance business transacted by such insurer
in Sri Lanka:

Provided that certified copies of such reinsurance treaties, contracts and
arrangements as are in force on the appointed date, shall be furnished not later than
three months after the appointed date.

(2) The Board shall have the power to review all reinsurance treaties,
contracts and arrangements furnished to it under subsection (1), for the purpose of
determining whether such treaty, contract or arrangement is in any way detrimental,
to the interest of the insurer, the insured or to the development of the insurance
industry or to the national interest. Where the Board is of the view that the interests
of the insurers and the public are not adequately safeguarded, the Board shall have
the power to recommend any amendments that it considers necessary for the
development of the insurance industry.

(3) Where any recommendations are made for amendments, it shall be the
duty of the insurer to make the necessary amendments to such treaty, contract or
arrangement as the case may be, when such treaty, contract or arrangement comes
up for renewal.

51. (1) If it appears to the Board that any return furnished to it under the
provisions of this Act is inaccurate or defective in any respect, it may —

(a) require from the insurer such further information, certified if the Board so
directs by such auditor or actuary as it may consider necessary, to correct
or supplement such return;

(b) call upon the insurer to submit for its examination at the registered office
or the principal place of business of the insurer, any book of account,
register, or other document or to supply any statement which it may
specify in a notice served on the insurer for the purpose;

(c) examine any officer of the insurer on oath or affirmation in relation to the
return; or
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(d) decline to accept such return unless such further information as may be
required by the Board is furnished before the expiry of one month from
the date on which the requisition asking for such further information was
delivered to the insurer, or of such further time as the Board may specify in
the requisition.

(2) A District Court may, on the application of an insurer and after hearing the
Board, direct the acceptance of any return which the Board has declined to accept, if
the insurer satisfies the Court that the action of the Board was in the circumstances
unreasonable :

Provided that, no application under this subsection shall be entertained by the
District Court, unless it is made before the expiration of two months after the date
on which the Board made the order or declined to accept the return.

(3) The decision of the District Court in any application under this section shall
be final and shall not be subject to any appeal.

(4) An application to the District Court under this section shall be made by
petition in the way of summary procedure, and the provisions of the Civil Procedure
Code relating to such procedure shall apply to and in regard to the same.

52. (1) If it appears to the Board that an investigation or valuation made
under section 48 does not properly indicate the condition of the affairs of the insurer
by reason of what appears to it to be a faulty basis adopted in the valuation, the
Board may after giving the insurer reasonable notice and an opportunity of being
heard, cause an investigation and valuation as at such date as it may specify, to be
made at the expense of the insurer, by an actuary appointed by the insurer for that
purpose and approved by the Board, and the insurer shall place at the disposal of
such actuary, all the material required by such actuary for the purposes of the
investigation and valuation within such period, not being less than three months, as
the Board may specify.

(2) The provisions of subsections (1) and (4) of Section 48 relating to the
making of abstracts shall apply in relation to any investigation and valuation to be
made under this section:

Provided that, the abstract prepared as the result of such investigation and
valuation shall be furnished on or before such date as the Board may specify.

Power of the
Board to order
re-valuation.

29



53. Where upon examination of the returns and reinsurance treaties, contracts Power of the

and arrangements furnished by any insurer, it appears to the Board that the deposit Board to
increase

made by the insurer under section 21 or that the amount of the assets in respect of q ;
eposit.

insurance business of the insurer is inordinately low in relation to the volume of
insurance business transacted by the insurer, the Board may, after giving the insurer
an opportunity of being heard, order the insurer to make an additional deposit under
the provisions of subsections (2), (3), (4) and (5) of section 21 and the provisions of
section 22 and section 23 shall apply to such additional deposit :

Provided however, where the insurer establishes to the satisfaction of the Board
that the assets of such insurer in Sri Lanka are adequate to meet the outstanding
claims and unexpired risks in respect of the insurance business transacted in Sri
Lanka by such insurer, the amount of such additional deposit, together with any
deposit made under section 21, shall not exceed the solvency margin as determined
by the Board under section 26.

54. (1) Where the Board has reason to believe - Power to order
investigation.

(a) that the interests of the policyholders of an insurer are in danger; or

(b) that any insurer is unable to meet its obligations or has made default in
complying with any of the provisions of this Act,

the Board may, after giving the insurer reasonable notice and an opportunity of
being heard, order an investigation of the affairs of the insurer to be made on
behalf of the Board by an auditor or an actuary or by both an auditor and an
actuary appointed simultaneously or first an auditor only or an actuary only and
afterwards by an actuary or auditor, or may itself make such investigation :

Provided that, an auditor or actuary appointed for the purpose by the Board shall
not be an auditor or actuary in the employment of the insurer.

(2) The cost and expenses of any investigation under subsection (1) shall be
paid for by the insurer.

(3) In carrying out an investigation under this section, the Board may, by
notice in writing require -

(a) theinsurer, or any person having the custody of books of accounts, records
or other documents on behalf of the insurer;

(b) any person who is or has at any time been or acted as a director, actuary,
auditor, an officer or servant or agent of the insurer; or
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(c) any past or present member or policyholder of the insurer,

to produce for its inspection and allow it to copy, the whole or any part of any
books, accounts, records or other documents of the insurer, including
documents evidencing the insurer’s title to assets held for the purposes of such
business:

Provided that, a requirement under this subsection shall extend only to
documents relating to business carried on by the insurer evidencing the insurer’s title
to assets held for the purposes of any such business.

(4) In making an investigation under this section, the Board may require any
such individual as is specified in subsection (3), to attend before it and be examined
on oath with respect to the insurer’s business, and for the purpose of this section, it
may administer oaths.

(5) Any person who refuses or fails when required to do so under subsection
(3) or (4) to produce any document in his or her custody or to attend for or submit
for examination by the Board or any person appointed by it, or to answer any
question put to him or her on such examination, shall be guilty of an offence and
shall on conviction after summary trial before a Magistrate be liable to a fine not less
than fifty thousand rupees.

(6) The results of any investigation made under this section shall be recorded
in writing by the auditor or actuary appointed, as the case may be, and copies of the
record shall be supplied to the Board and to the insurer.

55. When any investigation in respect of an insurer is made under Section 54,
the provisions of Section 173 of the Companies Act, No.7 of 2007, shall apply for the
purposes of such investigation, as they apply to an investigation made in pursuance
of that section of that Act, and all expenses of and incidental to such investigation
shall be defrayed by the insurer and shall have priority over other debts due from the
insurer.

56. Every insurer shall furnish to the Board such further returns or abstracts or
amended or substituted returns or abstracts as may be determined by the Board
and within such period as the Board may determine.

57. (1) Where the Board is satisfied that the affairs of any insurer are being
conducted in a manner likely to be detrimental to the public or national interest or
the interest of the policyholders or prejudicial to the interests of the insurer, the
Board may issue such directions to the insurer as it may consider necessary, and in
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particular may require the insurer —

(a) to take such action or recruit such management personnel as may be
necessary to enable it to conduct its business in accordance with sound
insurance principles;

(b) to remove any of its directors or any person whom the Board considers
unfit to be associated with it;

(c) totake action as to the disposition or recovery of any of its assets;

(d) to take steps for the recovery by the insurer of sums appearing to the
Board to have been illegally or improperly paid; and

(e) to make such arrangements with respect to reinsurance as the Board
considers necessary.

(2) The Board may, upon representations being made to it, or on its own
motion, modify or cancel any directions issued under subsection (1) and in so doing,
may impose such conditions as it thinks fit.

(3) Any insurer who fails to comply with any direction issued to it under
subsection (1) shall be guilty of an offence under this Act, and shall be liable on
conviction after summary trial before a Magistrate to a fine not less than fifty
thousand rupees.

(4)  Where upon a conviction under subsection (3) an insurer continues to fail
to comply with a direction issued, the Board shall have the power to suspend the
registration granted for a period to be specified by the Board, and the provisions of
subsection (2) of Section 18 shall apply in respect of such insurer, during that period
of suspension.

PART VI
PUBLICITY

58. (1) Every return furnished to the Board under this Act or a certified copy
thereof shall be kept at the office of the Board, and shall be open for inspection by
any person with the approval of the Board at such hours as it may specify, except
such information which in the opinion of the Board is confidential, which shall not be
open for inspection by any person.
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(2) A person may obtain a copy of any return or any part thereof, (other than
confidential information) on payment of such fee as is determined by the Board by
rules made in that behalf.

59. Every document purporting to be certified by the Board to be a copy of a
return furnished to it, shall be deemed to be a copy of that return and shall be
received in evidence as if it were the original return, unless some variation between
it and the original return is proved.

60. The Board shall publish in each year, in such manner as the Minister may
direct, a summary of the accounts, balance sheets, statements, abstracts and other
returns furnished or purporting to be furnished under this Act, to the Board by
insurers and brokers, and may append to such summary any note made by the Board
thereon and any correspondence in relation thereto:

Provided, however, that no reference shall be made in any such note to any
matter affecting any particular insurer or broker, unless the insurer or the broker
has been afforded an opportunity to make representations against the inclusion of
such reference in the note.

61. An insurer may with the prior written approval of the Board, publish any return
submitted to the Board under this Act or a true and accurate abstract of such
return, for purpose of publicity.

PART VII
MANAGEMENT BY ADMINISTRATION AND WINDING UP

62. (1) If at any time the Board has from information available to it from any
source whatsoever, reason to believe that an insurer who is carrying on long term
insurance business or general insurance business or long term insurance business
and general insurance business, has acted in a manner prejudicial to the interests of
holders of insurance policies or is acting in a manner likely to be prejudicial to the
interests of holders of insurance policies, it may, after giving such opportunity to the
insurer of being heard as it thinks fit, make a report thereon to the Minister.

(2) The Minister, if he is of opinion after considering the report that it is
necessary and proper to do so, may appoint an administrator to manage the
business of the insurer under the direction and control of the Board.
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(3) An administrator appointed under subsection (2) shall receive such
remuneration as the Minister may direct, and such remuneration shall be payable
out of the funds of the business which is managed by the administrator.

(4) The management of the business of an insurer shall, on and after the date
of appointment of an administrator under subsection (2), vest in such administrator
and the insurer shall cease to exercise any power in relation to such business during
the period of the administration:

Provided however that, except with the approval of the Board, an administrator
shall not issue any new policies of insurance.

(5) The Minister may at any time revoke the appointment of any person as
administrator and appoint some other person as administrator, and thereupon the
first-mentioned person shall be divested of the management of the affairs of the
insurer.

(6) The Board may issue such directions to the administrator as to his or her
powers and duties as the Board may deem desirable in the circumstances of the
case, and the administrator may apply to the Board at any time for instructions as to
the management of the business of the insurer or in relation to any matter arising in
the course of such management.

63. (1) The administrator shall conduct the management of the business of
the insurer with the greatest economy compatible with efficiency, and shall as soon
as may be possible, file with the Board a report stating which of the following
courses is, in the circumstances most advantageous to the general interests of the
holders of life assurance policies, namely —

(a) the transfer of the business to such an institution as the Board may, with
the approval of the Minister, determine;

(b) the winding up of the insurer; or
(c) such other course as he or she may deem advisable.

(2)  On the filing of the report with the Board, the Board may take such action
as it thinks fit for protecting and promoting the interests of the holders of insurance
policies in general.

(3) Any act done by the Board in pursuance of the powers vested in it by

subsection (2), shall have effect notwithstanding anything in the memorandum of or
articles association of the insurer.
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64. An administrator may, at any time during the continuance of his or her
management of the affairs of an insurer, cancel or vary (either unconditionally or
subject to such conditions as he or she thinks fit to impose) any contract or
agreement, other than a policy between the insurer and any other person, which the
administrator is satisfied has been or is prejudicial to the interests of holders of
insurance policies. Before canceling or varying any contract or agreement, the
administrator shall give to all persons, who will be affected by such cancellation or
variation, an opportunity of being heard.

65. If at any time, on a report made by the Board in that behalf, it appears to
the Minister that the purpose of the appointment of an administrator has been
fulfilled or that for any reason it is undesirable that such appointment should
continue, the Minister may revoke the appointment and thereupon the
administrator shall be divested of the management of the business of the insurer
which shall, unless otherwise directed by the Minister, again vest in the person in
whom it was vested immediately prior to the date of appointment of the
administrator.

66. Any decision of the Minister made in pursuance of Section 62 or Section 65
shall be final.
67. If any director of an insurer fails to deliver to the administrator any book of

account, register or any other document in his or her custody relating to the business
of the insurer, the management of which has vested in the administrator, or retains
any property of such insurer, he or she shall be guilty of an offence and shall on
conviction after summary trial before a Magistrate be liable to imprisonment of
either description for a period not exceeding one year, or to a fine not exceeding fifty
thousand rupees or to both such imprisonment and fine.

68. Notwithstanding anything in any other law, the business of an insurer shall
not be wound up voluntarily except with the prior approval of the Board.

69. (1) The District Court may order the winding up of an insurer in
accordance with the Companies Act, No.17 of 1982, and the provisions of that Act
shall, subject to the provisions of this Part of this Act, apply accordingly.

(2)

The District Court may order the winding up of an insurer —
(a) if a petition in that behalf is presented by holders of not less than one per
centum of long term insurance policies issued by that insurer and which
have been in force for not less than three years and which will on maturity
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be of the total value of not less than five hundred thousand rupees; or

(b) if the Board, which is hereby authorized to do so, applies in that behalf to
the District Court on any of the following grounds, namely -

(i)  that the insurer has failed to comply with the provisions of section
21 or 26 or any directions issued under section 57;

(ii)  that the insurer having failed to comply with any requirement of this
Act has continued such failure, or having contravened any provisions
of this Act, has continued such contravention, for a period of three
months after notice of such failure or contravention has been
brought to the notice of the insurer by the Board;

(iii)  that it appears from the returns furnished under the provisions of
this Act or from the results of any investigation made thereunder,
that the insurer is insolvent; or

(iv) that the continuance of the insurer is prejudicial to the interests of
the policyholders.

(3) Where any petition under paragraph (a) of subsection (2) is found to have
been made frivolously or vexatiously, the District Court may make order for the
payment by the petitioners of the costs and expenses actually and reasonably
incurred by the insurer in consequence of the petition and in the proceedings
thereon.

70. (1) Inthe winding up of an insurer, the value of the assets and liabilities
of the insurer shall be ascertained in such manner and upon such basis as the
liquidator thinks fit, subject, as far as practicable in accordance with rules made by
the Board in that behalf, and any directions which may be given by the District Court.

(2) For the purposes of any reduction by the District Court of the amounts of
the contracts of an insurer, the value of the assets and liabilities of the insurer and all
claims in respect of policies issued by the insurer shall be ascertained in such manner
and upon such basis as the Court thinks proper, having regard to any rules that may
be made in that behalf by the Board.

71. (1) In the winding up of an insurer, the value of the assets and the
liabilities of the insurer in respect of long term insurance business shall be
ascertained by an independent actuary appointed by the Board, separately from the
value of any other assets and liabilities of the insurer, and the first-mentioned assets
shall not be applied for the discharge of any liabilities other than those in respect of
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long term insurance business, in so far as the first-mentioned assets exceed the
liabilities in respect of long term insurance business.

(2)

Where in the winding up of any insurer carrying on long term insurance

business, it is found that when the assets and liabilities of the insurer are ascertained
there is a surplus of assets over liabilities (hereinafter referred to as a “prima facie
surplus”) and that any part of the surplus had, at any time during the ten years
preceding the commencement of the winding up, been allocated to long term
insurance policy holders, the following provisions shall have effects :-

(a)

(b)

there shall be added to the liabilities of the insurer in respect of the long
term insurance business, an amount which bears to the prima facie surplus
the same proportion, as the aggregate amount of surplus so allocated to
policy holders with profit policies during the aforesaid ten years bears, to
the total surplus arising from the long term insurance business in those
ten years; and

the assets of the insurer shall be deemed to exceed its liabilities only in so
far as they are in excess after such addition is made:

Provided that —

(i)

(ii)

if in any case there has been no such allocation or if it appears to the
District Court that by reason of special circumstances, it would be
inequitable that the amount to be added to the liabilities of the insurer in
respect of the long term insurance business should be an amount equal to
such proportion as aforesaid, the amount to be so added shall be such
amount as the District Court may direct; and

for the purpose of the application of this subsection to any case, where
before the commencement of the winding up a proportion of such surplus
as aforesaid of a category only of the long term insurance business in
question has been allocated to long term insurance policy holders, the
value of the assets and liabilities of the insurer in respect of that category
shall be separately ascertained in like manner as the value of the assets
and liabilities of such insurer in respect of the long term insurance business
was ascertained, and any surplus so found of assets over liabilities shall, for
the purpose of ascertaining the amount to be added to the liabilities of the
insurer in respect of the long term insurance business, be deemed to be
prima facie surplus.
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72. In the winding up of an insurer otherwise than in a case to which section Return of
73 applies, the liquidator shall apply to the District Court for an order for a return of depositon the
the deposit made by the insurer under section 21 or section 53 and the Court shall a.pp!ication ofa
on such application order a return of the deposit subject to such terms and liquidator.
conditions as it shall direct.

73. (1) If at any time it appears to be expedient that the affairs of an insurer Scheme of
in respect of any class of insurance business comprised in the undertaking of the Partial winding
insurer should be wound up, but that any other class of insurance business up.
comprised in the undertaking should continue to be carried on by the insurer, or be
transferred to such an institution as may be declared by the Minister by notification
published in the Gazette, a scheme for such purpose may be prepared and submitted
for confirmation of the District Court in accordance with the provisions of this Act.

(2) Any scheme prepared under this section shall provide for the allocation
and distribution of the assets and liabilities of the insurer between any classes of
insurance business effected (including the allocation of any surplus assets which may
arise on the proposed winding up), for any future rights of every class of policy
holders in respect of their policies and for the manner of winding up of any of the
affairs of the insurer which are proposed to be wound up, and may contain
provisions for altering the memorandum of the insurer with respect to its objects
and such further provisions as may be expedient for giving effect to the scheme.

(3) The provisions of this Act relating to the valuation of liabilities of insurers
in liquidation and to the applications of surplus assets of the Long Term Insurance
Fund in liquidation, shall apply to the winding up of any part of the affairs of an
insurer, in accordance with the scheme under this section in like manner as they
apply in the winding up of an insurer, and any scheme under this section in relation
to a company may apply with the necessary modifications to any of the provisions of
the Companies Act, No.17 of 1982 relating to the winding up of companies.

(4) An order of the District Court confirming a scheme under this section
whereby, the memorandum of that company is altered with respect to its objects,
shall as respects the alteration, have effect as if it were an order confirmed under
section 7 of the Companies Act, No.17 of 1982, and the provisions of that section
shall apply accordingly.

(5)  When making an order confirming a scheme under this section, the District
Court may make such orders as it considers necessary for the disposal of so much of
the deposit made by the insurer under section 21 or section 53, as does not relate to
the classes of insurance business, if any, which the insurer continues to carry on.
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74. In the winding up of an insurer for the purpose of a cash distribution of
assets, the liquidator shall ascertain the value of the liability to each person
appearing by the books of the insurer to be entitled to or interested in the policies
granted by the insurer, and shall give notice of such value to each such person in
such manner as the District Court may direct; and any person to whom notice is so
given shall be bound by the value so ascertained, unless he gives notice of his
intention to dispute such value in such manner and within such time as may be
specified by the District Court.

75. (1)
order reducing the amounts payable in respect of the insurance contracts of the
insurer upon such terms and subject to such conditions as the District Court thinks
just.

Where an insurer is in liquidation, the District Court may make an

(2) Where an insurer carrying on long term insurance business has been
proved to be insolvent, the District Court may, if it thinks fit, in lieu of making a
winding-up order, reduce the amounts payable in respect of the insurance contracts
of the insurer upon such terms and subject to such conditions as the district Court
thinks just.

(3) Application for an order under this section may be made either by the
liquidator or by or on behalf of the insurer, or by a policy holder or by the Board; and
the Board and any person whom the District Court thinks likely to be affected, shall
be entitled to be heard on any such application.

76. Where on or after an insurer carrying on long term insurance business has
wound up, or takes steps to wind up such business, and where the assets relating to
such business have not been or are not sufficient to meet the liabilities subsisting
under policies of long term insurance business issued by such insurer, then every
holder of such a policy shall be entitled by action instituted in a court of competent
jurisdiction to proceed against the private assets of each director of such insurer on
or after that date, and recover any sum out-standing under such policy of insurance,
where it has been proved that the winding up of the long term insurance business
was due to the willful negligence, fraud or dishonesty of each of those directors of
the insurer.
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77. Where a District Court orders the winding up of an insurer under section
69, notwithstanding the provisions of the Companies Act, No.17 of 1982 or any
written law to the contrary, the policy holders of the insurer shall have a prior claim
in the distribution of the assets of such insurer.

PART VIII
REGISTRATION OF BROKERS AND INSURANCE AGENTS

78. (1)
insurance agent, who shall be registered with such insurer or broker as an insurance

An insurer or broker is permitted to appoint any person as an

agent. Every insurer or broker shall maintain in such manner as specified by the
Board by rules made in that behalf, a register of all persons who are registered with
them as insurance agents.

(2)
maintained under subsection (1) annually to the Board, and shall keep the Board
informed of any additions or deletions made in the list.

Every insurer or broker is required to send a copy of the register being

(3)

may be, to delete the name of any insurance agent appearing in the register

The Board shall have the right to require an insurer or broker as the case

submitted to the Board by such insurer or broker, when it considers the person
concerned to be unsuitable to function as an insurance agent, having regard to the
interests of the policyholders.

(4)

required of any person for purposes of being appointed as an insurance agent.

The Board may by rules made in that behalf, determine the qualifications

(5)

already registered as an insurance agent with any other insurer or broker.

No insurer or broker shall appoint as an insurance agent any person who is

79. No person shall act or hold itself out as an insurance broker unless such
person is a holder of a certificate of registration as a broker granted by the Board and
is a member of an Association of Insurance Brokers approved by the Board.

80. (1)
unless such person-

No person shall be registered as an insurance broker under this Act,

(a)

is a company registered under the Companies Act, No. 17 of 1982, having a
paid up share capital not less than such amount as shall be determined by
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the Board, by rules made in that behalf;

(b) has in its employment or on it's directorate, persons with such
qualifications and experience in insurance business as shall be acceptable
to the Board ;

(c) takes out policies of insurance for professional indemnity with two or

Amended by Act, No.
more insurers ;

03 of 2011.

(d) fulfils such other requirements as may be laid down by the Board by rules
made in that behalf, for the purpose ensuring the protection of the
interests of the insured public.

(2) No company shall be entitled to be registered as an insurance broker,
where —

(a) such company is a shareholder of any insurer; or
Amended by Act, No.
(b) (i) a director or the principal officer of such company;
or

03 of 2011.

Amended by Act, No.
(ii) a director or the chief executive officer of an associate, subsidiary or a

03 of 2011.
holding company,
is a director or shareholder or employee of any insurer.

81. Every application for registration as a broker shall be made to the Board in Application for
such form as may be provided for that purpose by the Board, and be accompanied by ~registration.

(a) a certified copy of the Memorandum and Articles of Association of the
company;

(b) a certified copy of the certificate of incorporation of the company ;
(c) statements setting out particulars relating to —

(i) the shareholders of the company ;

(ii) the directors and senior managers of the company ;

(iii) the fulfiiment of the requirements, if any that are laid down by the

. . Amended by Act, No.
Board under paragraph (d) of subsection (1) of section 80;

03 of 2011.
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(d) a copy of Form 48 issued by the Registrar of Companies duly perfected and
certified ;

(e) astatement setting out the class or classes of insurance business proposed
to be transacted by the company ;

(f) a statement setting out the amount of the paid up share capital of the
company;

(g) a fee as determined by the Board by rules made in that behalf, each for
long term insurance business and general insurance business ;

(h) a certified copy each of the professional indemnity policies of insurance
issued by two or more insurers in such form and for such amount as may
be determined by the Board ; and

(i) such other documents and information as may be required to be
submitted by the Board.

82. (1) Where the Board is satisfied that —

(a) the volume of business which is likely to be available to and the earning
prospects of an applicant are adequate ;

(b) the business in respect of which the application is made will be conducted
in accordance with accepted professional standards ;

(c) the financial standing of the applicant is sound ;

(d) the knowledge, skill and experience in insurance broking business of those
in the applicant’s employment are adequate ; and

(e) the company is registered under the Companies Act, No. 17 of 1982 for the
sole purpose of carrying on insurance broking business,

the Board shall register such applicant as an insurance broker for such class or
classes of insurance business in respect of which the application was made.

(2) Upon the registration of an insurance broker under subsection (1), a
certificate of registration shall be issued by the Board to the applicant, subject to
such conditions as shall be specified therein, and which shall be valid for a period of
one year. Separate certificates of registration shall be issued in respect of long term
insurance business and general insurance business.
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(3) The certificate of registration issued by the Board shall authorise the
holder to carry on such business as specified therein.

(4)
be —

A certificate of registration issued to a broker under this section shall not

(a)

transferred to any other person, and any such transfer shall be null and
void ; and
(b) used for the benefit of any other person.

(5) The Board may at any time add to, vary or revoke any existing conditions
of registration of an insurance broker or impose new conditions.

83. The certificate of registration issued to a broker may be renewed annually
on an application being made in that behalf to the Board not more than three
months but not less than two months prior to the date of expiry of its registration
and such application shall be accompanied by —

(a)

a certified copy each of the professional indemnity policies of insurance
for the ensuing period issued by two or more insurers ;

(b) a statement of business transacted in the preceding financial year ;
(c) arenewal fee as determined by the Board in respect of such renewal ; and

(d)

such other documents and information as may be required by the Board.

84. (1)
certificate issued to a broker, where —

The Board may suspend or cancel a registration or refuse to renew a

the broker has under the law in force, been found or declared to be an
undischarged bankrupt or insolvent ;

(a)

(b)

the broker has failed to comply with or acted in contravention of any
directions issued by the Board under this Act ;

(bb) the broker has ceased to be of good financial standing ;
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(e ()

a director or the principal officer of the broker ;
or

(ii) adirector or the chief executive officer of an associate, a subsidiary
or a holding company of such broker,

becomes a director, a shareholder or an employee of an insurer ;

(cc) the broker becomes a shareholder of any insurer ;

(ccc) the broker has contravened any provision of this Act or any regulation or
rule made or any condition imposed by the Board, under this Act ;

(d) the broker has been found guilty of any offence under this Act or warned
or cautioned in writing by the Board on at least three separate occasions;
or

(e) the broker has furnished false, misleading or inaccurate information or
has concealed or failed to disclose material facts in the application for
registration or renewal of registration, as the case may be, or in any

statement or document submitted to the Board.

(1A) The provisions of subsections (2),(3), (4),(5),(6) and (7) of section 18 of this
Act shall, mutatis mutandis, apply to and in relation to the cancellation or
suspension of a registration under this section.

(2) A broker who is aggrieved by the decision of the Board under subsection
(1) may appeal therefrom to the Court of Appeal and the provisions of section 19 of
this Act shall, mutatis mutandis apply in relation to such appeal.

84A. Notwithstanding the provisions of section 84, the Board may in lieu of taking
any action under that section on any one or more grounds referred to therein, and
where the nature of the act or omission is not of such gravity as to warrant taking
action under that section, direct the broker to take such measures that the Board
may consider appropriate, to —

(a) rectify and set right any consequence resulting from such act or omission;
and

Amended by Act, No.
03 of 2011.

Amended by Act, No.
03 of 2011.

Amended by Act, No.
03 of 2011.

Amended by Act, No.
03 of 2011.

Amended by Act, No.
03 of 2011.

Amended by Act, No.
03 of 2011.

Board may
direct certain
measures to be
taken in lieu of
acting under
section 84.

Amended by Act, No.
03 of 2011.

44



(b) comply with the provisions of this Act or any regulation or rule made
thereunder or any conditions imposed or any directions given by the Board,
under this Act.

85. (1)
two or more insurers, against losses arising from claims in respect of any description
of civil liability incurred by them or by their present or former employees in
connection with the business of such broker.

Every broker shall take out and maintain policies of insurance with

(2) Without prejudice to the generality of the foregoing provisions of this
section, such policies shall indemnify the insured against losses arising from claims
made against the insured for breach of duty in connection with the business, by
reason of any negligent act, error, or omission :

Provided that, the policies shall not be required to afford indemnity to any
person committing, making or condoning any dishonest or fraudulent act or
omission:

(3) The policies obtained under subsection (1) shall, at the date of renewal of
a certificate of registration provide a minimum limit of indemnity of —

a total sum of rupees one million five hundred thousand ; or

(a)

(b) a sum equal to three time the brokerage of the business for the last
accounting period ending prior to the inception or renewal of the policy,
subject to a maximum limit of liability as determined by the Board,

whichever is higher.

(4)
excess or a deductible in an amount which exceeds 2.5 percentum of the minimum

No policy shall, without the written approval of the Board, having an

limit of indemnity.

86. (1)
form as may determined by the Board by rules made in that behalf.

Every broker shall maintain accounts in such manner and in such

(2)
the accounting period, audited accounts which shall comprise of a balance sheet, a
profit and loss account and a note to such accounts, certified by a qualified auditor.

Every broker shall submit to the Board within six months of the expiry of
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(3) Every broker shall furnish to the Board, returns, containing such
information and within such period of time as may be determined by the Board.

(4)
Account” and maintained by it with a licenced commercial bank, all moneys received

Every broker shall pay into an account to be called the “Insurance Broking

by such broker in connection with a contract of insurance.

(5) If it appears to the Board that any account, statement or return furnished
by a broker is inaccurate or incomplete in any respect, it may —
(a) require further information, which shall be certified if the Board so directs,
by an auditor or other person it may consider necessary ; or

(b) require any further document for its examination.

(6) Every broker shall submit to the Board annually a certified copy each of the
professional indemnity policies of insurance issued by two or more insurers as
required by section 83 of this Act.

87.
of registration already issued, shall be rejected by the Board, without giving notice in

No application for registration as a broker or for a renewal of a certificate

writing to the applicant to show cause within such period as specified in the notice,
as to why such application should not be rejected, and the application will be
rejected where the applicant —

(a)

fails to show cause within the time specified ; or

(b) fails to show sufficient cause acceptable to the Board.

88. The Board shall determine the maximum rate of the commission which
may be paid by an insurer to a broker or an insurance agent or by a broker to an
insurance agent, in respect of each class of insurance business carried on by them.

89. It shall be the duty of a broker or an insurance agent, to remit premia
collected by them on behalf of an insurer, within two weeks of such collection.

Amended by Act, No.
03 of 2011.

Amended by Act, No.
03 of 2011.

Notice to show
cause.

Rate of
commission
paid to
intermediaries.
Amended by Act, No.
03 of 2011.

Collection of
premia by
agents and
brokers.

46



PART VIII A
REGISTRATION OF LOSS ADJUSTERS

89A. (1) No person shall act or hold out as a loss adjuster to any insurer, unless
such person is the holder of a Certificate of Registration as a loss adjuster, issued
by the Board under this Act.

(2) Notwithstanding the provisions of subsection (1), a person who is not a
resident of Sri Lanka and who has obtained the necessary legal recognition as a loss
adjuster from the relevant authority in the country where such person is resident,
is permitted to function as a loss adjuster within Sri Lanka, provided such function
is being carried on with a person in Sri Lanka who has been duly registered as a loss
adjuster under the provisions of this Act.

89B. No person shall be eligible to be registered as a loss adjuster under this
Act, unless such person possesses such qualifications and experience as may be
determined by the Board by rules made in that behalf.

89 C.(1) An application for registration as a loss adjuster shall be made to the
Board in such form as shall be provided for that purpose by the Board and be
accompanied by such documents, information and fee as shall be determined by
the Board by rules made in that behalf.

(2) On receipt of an application under subsection (1), the Board shall, having
considered the particulars stated therein and where it deems necessary having
given the applicant an opportunity of being heard, inform the applicant by written
notice whether the applicant is eligible to be registered as a loss adjuster or not.
Upon registration of any person as a loss adjuster, such person shall be issued with
a Certificate of Registration and be subject to such terms and conditions as shall be
specified in the certificate.

(3) A Certificate of Registration issued by the Board shall authorize its holder to
carry on such activity as specified therein and a certificate issued shall not be
transferred to any other person nor be used for the benefit of any other person.

(4) Any transfer or use of a Certificate of Registration by the holder thereof in
contravention of the provisions of subsection (3), shall be null and void, and the
Board shall have the power to revoke such registration with immediate effect.

(5) The Board may at any time add to, vary or revoke any term or condition
specified in a Certificate of Registration issued to a loss adjuster or add any new
terms or conditions thereto.

Amended by Act, No.
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89 D. (1) The Board may revoke a Certificate of Registration issued to a loss
adjuster, where the Board is satisfied that such loss adjuster —

(a)

(b)

(c)

(d)

has acted in contravention of any provision of this Part of this
Act, or any rules or regulations made thereunder;

has acted in breach of any term or condition specified in the
Certificate of Registration issued by the Board under this Act;

has made any statement in any application, account, written
information or document submitted to the Board by such loss
adjuster, which was later found to be false, inaccurate or
misleading or it is discovered that the loss adjuster has concealed
or failed to disclose some material facts that would have affected
the decision of the Board in assessing his suitability as a loss
adjuster; or

has since the grant of the Certificate of Registration, been found
to be disqualified for the grant of such registration.

(2) A loss adjuster who is aggrieved by the decision of the Board under
subsection (1) may appeal therefrom to the Court of Appeal and the provisions of
section 19 of this Act shall mutatis mutandis apply to and in relation to such an

appeal.

89 E. (1) An application made under this Act for registration as a loss adjuster
shall not be rejected by the Board without giving notice in writing to the applicant
to show cause within such period as shall be specified in such notice, as to why
such application should not be rejected.

(2) Where any applicant for a registration —

(a)

(b)

fails to show cause within the time specified in the notice issued
under subsection (1) ; or
fails to show sufficient cause acceptable to the Board,

the application made shall be rejected by the Board.
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PART IX
OFFENCES

90. Any person which -

(a) carries on insurance business, or commences any insurance business ,
without being duly registered under this Act ; or

(b) carries on any type of insurance business which it is not authorized to carry

on under a licence issued under section 15 of this Act,

shall be guilty of an offence and shall, on conviction after summary trial before
a Magistrate, be liable to a fine not less than fifty thousand rupees or to
imprisonment of either description for a term not less than one year or to both
such fine and imprisonment.

91. Any person who carries on business as an insurance agent without being
duly registered as an insurance agent with an insurer or broker, shall be guilty of an
offence and shall on conviction after summary trial before a Magistrate, be liable to a
fine not less than fifty thousand rupees or to imprisonment of either description for a
term not less than one year or to both such fine and imprisonment.

92. Any person who carries on business as a broker without being duly
registered under section 82 of this Act, shall be guilty of an offence and shall on
conviction after summary trial before a Magistrate, be liable to a fine not less than
fifty thousand rupees or to imprisonment for a term not less than one year or to
both such fine and imprisonment.

92 A. Any person who acts or holds out as a loss adjuster without being duly
registered under this Act, shall be guilty of an offence and shall on conviction after
summary trial before a Magistrate, be liable to a fine not less than fifty thousand
rupees or to imprisonment for a term not less than one year or to both such fine
and imprisonment.
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93. Without prejudice to the provisions of sections 54, 57,67,90,91 or 92 by
which a special penalty is specified for an offence, any person who contravenes or
fails to comply with any provision of this Act or any direction sent by the Board under
this Act or any regulation, rule or order made under this Act or any conditions
imposed or determinations made by the Board under this Act, shall be guilty of an
offence and shall, on conviction after summary trial before a Magistrate, be liable to
a fine not less than fifty thousand rupees, and in the case of a continuing offence to a
further fine not less than two thousand rupees for each day on which the offence is
so continued after the conviction.

PART X
GENERAL

94. (1)
the approval of the Board, appoint as its principal officer, a person having such
qualifications as shall be determined by the Board by rules made in that behalf, who

Every insurer and broker shall maintain a principal office, and with

shall be responsible for the general control, direction and supervision of its business
activities.

(1A) The disqualifications specified in the Second Schedule to this Act, shall
mutatis mutandis apply to and in regard to the disqualifications applicable to a
person employed as a principal officer under subsection(1).

(2)

broker owes to the insured public and the need to ensure that persons qualified or

The Board shall, taking into consideration the obligations an insurer or

having experience in the field of insurance are employed as principal officers, have
the power to object to the appointment of a principal officer where it considers such
person to be unfit and unsuitable to hold such position.

(3)

subsection (2), the insurer or broker as the case may be, who employed him or her,

Where the Board objects to an appointment of a principal officer under

shall revoke his or her appointment and appoint another in his or her place.

94 A. Where after the registration of any person as an insurer, broker or loss
adjuster, as the case may be, any alteration or a change is made in the information
or particulars contained in an application made by that person under section 14,
section 81 or section 89c of this Act, it shall be the duty of such insurer, broker, or
the loss adjuster, as the case may be, to forthwith furnish to the Board a full
authenticated statement of such alteration or change.
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95. Every insurer, and broker shall maintain a register of policies in such form
as may be determined by the Board by rules made in that behalf, which shall contain-

(a) details of every policy issued, giving the name and address of the
policyholder;

(b) the date on which the policy was issued and the policy number ;

(c) the amount of premium received and commission paid to insurance agents
and brokers ;

(d) the sum insured and the date of commencement of the policy ;

(e) particulars of claims made and dates on which such claims were paid and
the amounts paid ; and

(f) in the event of a claim being repudiated, reasons for such repudiation and
in the event of partial settlement, the reason therefor.

95A. The Board shall have the authority by rules made in that behalf, to
require the paid up share capital of insurers and brokers to be increased and it shall
be the duty of all insurers and brokers, as the case may be, to comply with such
requirement.

96. No person, other than an insurer, a broker registered under this Act or an
insurance agent of such an insurer or broker, shall, without the written approval of
the Board, use as part of its name, title or description, the word “insurance” or any of
its derivatives or any other similar word in any language, to indicate that such person
carries on insurance business in Sri Lanka in that name, title or description, or make
any representations to such effect in any bill head, letter head, notice or
advertisement ;

Provided that nothing in this section shall prohibit an association of insurers or
brokers from using the word “insurance” or any of its derivatives or similar word in
any language as part of its name, title or as description of its activities.

96A. The Board may with a view to safeguarding the interests of policy holders
and potential policy holders, issue directions to insurers, brokers and loss
adjusters, as the case may be, and it shall be the duty of every such insurer, broker
and loss adjuster, as the case may be, to comply with any directions so issued.

Register of
Policies.

Board to
require increase
of paid-up share
capital.

Amended by Act, No.
03 of 2011.

Use of the word
"Insurance".

Board to give
directions.
Amended by Act, No.
03 of 2011.

51



96 B. Any determination of the Board which is not required to be made by rules
made in that behalf and which relates to insurers, brokers or loss adjusters, as the
case may be, shall immediately upon such determination being made, be
communicated to all such insurers, brokers and loss adjusters, as the case may be,
to whom such determination relates.

97. Any notice or other document required or authorized by or under this Act
to be served on any insurer or broker, shall be served on any director or manager or
officer thereof in accordance with the provisions in that behalf contained in the
Companies Act, No. 17 of 1982, and, if so served, shall be deemed for the purpose of
this Act to have been duly served.

98. Where a dispute relating to the settlement of a claim on a policy of long
term insurance business or general insurance business by which the sum assured
does not exceed such sum as may be determined by the Board, (exclusive of any
profit or bonus not being a guaranteed profit or bonus) and which was issued by an
insurer in respect of insurance business transacted by the insurer, arises between a
claimant under the policy and the insurer who issued the policy or has otherwise
assumed liability in respect thereof, the dispute may, at the option of the claimant,
be referred to the Board for its decision, and the Board may, after giving an
opportunity to the parties of being heard and after making such further inquiries as it
may think fit, make its order in the dispute.

99. (1) Advertisements issued by insurers, insurance agents, and brokers
shall not contain any information or material which is false, incorrect or is likely to
mislead the public.

(2) The Board shall have the power to issue directions to any person or body
of persons referred to in subsection (1) in respect of any advertisement containing
information or material which is false, incorrect or misleading, and it shall be the
duty of such person or body or persons to amend such advertisement in accordance
with directions issued.

(3) Repealed.

(4) For the purpose of this section, “advertisement” means an invitation
appearing in any media, including by any electronic means, inviting persons to

enter into or to offer to enter into contracts of insurance and includes any
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information calculated to lead directly or indirectly to persons entering into or
offering to enter into such contracts.

100. No insurer or broker shall without the prior written approval of the
Board, carry on any insurance business other than, in the case of an insurer, the
specified class or sub-class of insurance business or in the case of a broker, the
class of insurance business, in respect of which such insurer or broker has obtained
from the Board under this Act a licence or registration, as the case may be.

101. (1) No person in Sri Lanka, shall without the prior written approval of
the Board, directly or indirectly place any insurance business with an insurer not
registered under this Act, except in relation to reinsurance business.

(2) The Board may grant written approval for purpose of subsection (1), only
upon taking into consideration the policy of the Government in respect of the
insurance industry and the national interest.

102. (1) All transactions relating to any transfer and amalgamation of
insurance business shall be approved by a District Court, and when applying for such
approval, a copy of the Board’s observations on such transfer and amalgamation
should also be submitted to Court for its perusal.

(2) The Board may in making its observations as referred to in subsection (1),
take into consideration the effect of the transfer and amalgamation as indicated by
an independent actuary, and shall also where necessary, call for any further
information and documents relating to the proposed transfer and amalgamation for
the purpose of making such observations.

(3) The observations of the Board shall be made in accordance with the rules
pertaining to takeovers and mergers made under the Securities and Exchange
Commission of Sri Lanka Act, No.36 of 1987, wherever applicable.

103. (1) The Board shall establish a fund to be known as the “Policy Holders
Protection Fund” (in this section referred to as the “Fund”) to which shall be credited
money realised from the cess levied and charged under section 7 of this Act.
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(2) The monies lying to the credit of the Fund shall be utilized for the general
protection of policy holders and for any other specific purpose as may be determined
by the Board, by rules made in that behalf.

(3) Any money which is not immediately required for any of the purposes
referred to in subsection (2), shall be invested by the Board in such prudent manner
as would yield a good return and safeguard the investment.

104. Where an offence under this Act is committed by a body of person, every
Director, Manager or Secretary of that body corporate, shall be guilty of that offence:

Provided that the Director, Manager or Secretary of such body corporate shall
not be deemed to be guilty of such offence, if he or she proves that such offence was
committed without his or her knowledge or that he or she exercised all due diligence
to prevent the commission of such offence.

105. (1) Board shall have the power to make rules in respect of matters
required by this Act to be specified by rules, or in respect of which rules are
authorized to be made.

(2) Every rule made under subsection (1) shall be published in the Gazette,
and shall come into operation on the date of its publication or on such later date as
may be specified therein.

106. The Board shall at the end of each financial year, submit to the Minister
for the Minister’s approval, a report of its activities during the year. On being
approved by the Minister, such report shall be laid before Parliament.

107. (1) Any insurer who is registered under the provisions of this Act to
carry on motor vehicle insurance business, shall be deemed to be an “authorised
insurer” for the purposes of Part VI of the Motor Traffic Act.

(2)  Any insurer who is registered under the provisions of this Act to carry on
employers liability insurance business, shall be deemed to have been granted a
licence under subsection (1) of section 45 of the Workmen’s Compensation
Ordinance, to undertake insurance against liabilities to workmen which may be
incurred by employers under that Ordinance.
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108. (1) No suit or prosecution shall be instituted against any member of the
Board or any officer or servant of the Board, for any act which is in good faith done
or purported to be done by such member, officer or servant as the case may be
under the provisions of this Act or any rule or regulation made thereunder, or on the
direction of the Board.

(2) Any expense incurred by the Board in any suit or prosecution brought by or
against the Board, and any costs paid to or received by the Board in any such suit or
prosecution, shall be credited to the Fund of the Board.

(3) Any expense incurred by any such person as is referred to in subsection (1)
in any suit or prosecution brought against him or her before a court in respect of any
act which is done or purported to be done by him or her under this Act, or on the
directions of the Board, shall, if the Court hold that such act was done in good faith,
be paid out of the Fund of the Board, unless such expense is recovered by him or her
in such suit or prosecution.

109. No writ against person or property shall be issued against any member of
the Board in any action brought against the Board.

110.
meaning of the Bribery Act and the provisions of that Act, shall be construed
accordingly.

The Board shall be deemed to be a scheduled institution within the

111. All officers and servants of the Board shall be deemed to be public
servants within the meaning and for the purposes of the Penal Code.

112. (1) The Minister may make regulations in respect of all matters which
are required by this Act to be prescribed or in respect of which regulations are
required or authorized to be made under this Act.

(2) Every regulation made by the Minister shall be published in the Gazette
and shall come into operation on the date of publication, or on such later date as
may be specified therein.

(3) Every regulation made by the Minister shall, as soon as convenient after its
publication in the Gazette, be placed before Parliament for approval. Every
regulation which is not so approved shall be deemed to be rescinded as from the
date of disapproval, but without prejudice to anything previously done thereunder.
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(4)

Notification of the date on which any regulation is deemed to be so

rescinded shall be published in the Gazette.

113.

(2)

(a)

(b)

(c)

(d)

(e)

(3)

(1) The Control of Insurance Act, No 25 of 1962 is hereby repealed.

Notwithstanding the repeal of the aforesaid Act :-

every company registered to carry on insurance business of any class
under the repealed Act shall be deemed to be a company registered under
the provisions of this Act to carry on insurance business of that class ;

every person registered to carry on business as an insurance broker under
the repealed Act, shall be deemed to be a person registered under the
provisions of this Act as an insurance broker ;

every regulation or rule made or directive issued under the repealed Act,
as is in force on the appointed date, in so far as such regulation, rule or
directive is not inconsistent with the provisions of this Act, shall be
deemed to be a regulation or rule made under this Act and may be
amended or rescinded by regulations or rules made or directive issued
under this Act ;

every action, prosecution or proceeding instituted by or against the
Controller of Insurance under the repealed Act and pending in any Court,
whether original or appellate, on the appointed date, shall be deemed to
be an action, prosecution or proceeding instituted by or against the Board
and every such action, prosecution or proceeding may be proceeded with
to completion and be enforced accordingly ; and

any decree, order or award entered or made in favour of or against the
Controller of Insurance by any Court or tribunal or other body in any
action, matter or proceeding or thing and remaining unsatisfied on the
appointed date shall with effect from the appointed date, be deemed to be
a decree, order or award entered or made in favour or against the Board
and may be enforced accordingly.

Where any insurer who is deemed to be an insurer under subsection (2)

had been registered under the repealed Act to do life assurance business and has not
as on the appointed date completed three years of such business from the date of
such registration, such insurer shall, cause an investigation to be made by an actuary
at least once a year till it completes the three years, into the financial condition of
such business, including a valuation of its assets and liabilities in respect of that

Repeal and
Savings.

Amended by Act, No.
03 of 2011.

56



business and shall cause an abstract to be made in accordance with rules made in
that behalf by the Board. The actuary shall certify whether the reserves are adequate
to meet the current and contingent liabilities of its policyholders.

114.

(1) Inthis Act, unless the context otherwise requires —

“actuary” means —

(a) a Fellow of the Institute of Actuaries in England or of the Faculty of Actuaries
in Scotland or a Fellow of any other professional Actuarial Institute,
approved by the Board ; or

(b) an Associate of any of the professional Actuarial Institutes referred to in
paragraph (a), with not less than ten years post qualification experience in
relevant actuarial matters ;

“broker” means an insurance broker registered under the provisions of this Act
and who functions as an intermediary for the placing of insurance business
for or on behalf of an insurer, a policy holder or a proposer for insurance or
reinsurance, with an insurer or reinsurer, in expectation of a payment by
way of brokerage or a commission ;

“certified” in relation to any statement, account or return, or to any copy or
translation of a document required to be furnished by or on behalf of an
insurer, means that a certificate to the effect that such statement, account
or return is true and correct or that the copy is a true copy or that the
translation is correct translation, has been endorsed thereon or attached
thereto by the insurer or the principal officer of the insurer authorized in
that behalf, as the case may be ;

“claims incurred but not reported (IBNR)” means claims which have occurred
under any policy or policies of insurance issued by an insurer, during a
financial year, but which have not been advised ;

“claims outstanding” means all claims advised by the assured and for which the
insurer will be liable under a policy or policies of insurance, but which have
not been settled ;

“classes of insurance business” means general insurance business and long term
insurance business ;

Interpretation.
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“Government guaranteed securities” includes any security in respect of a loan,

the repayment of which together with interest thereon, is guaranteed by
the Government of Sri Lanka ;

“Government securities” means promissory notes (including treasury bills),

stock, bearer bonds, and any other security issued by or on behalf of the
Government of Sri Lanka in respect of any loan raised either before or after
the appointed date, but does not include currency notes ;

“gross premium” means the premium after deduction of discounts, refunds and

rebates, but before the deduction therefrom of any premium paid or
payable by an insurer for reinsurance ceded ;

“insurance agent” means a person registered as an insurance agent with an

insurer or broker under the provisions of this Act, and who in
consideration of a commission solicits or procures insurance business for
such insurer or broker as the case may be ;

“insurance business” means —

(a)

(i)

(ii)

(iii)

(iv)

long term insurance business, that is to say, the business of entering into
or maintaining contracts of assurance on human lives, such contracts
including contracts whereby the payment of money is assured on death or
on the happening of any contingency dependent on human life, and
contracts which are subject to payment of premia for a term dependent on
human life, and such contracts being deemed to comprise and include the
following sub-classes :-

life insurance — contracts of insurance dependent on human life ;

linked long term — where benefits are wholly or partially determined by
reference to an index or to the value of or to the income from assets of any
description;

annuities — contracts for the grant of annuities dependent on human life ;

contracts for the granting of disability and multiple indemnity, accident
and sickness benefits if so specified in such contracts, but excluding
insurance business which is principally or wholly of any kind included in
sub paragraph (i), (ii), (iii), (v) and (vi) ;

Amended by Act, No.
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(v)

(vi)

(vii)

(b)

(i)

(ii)

permanent health — contracts of insurance providing specified benefits on
incapacity from accident or sickness which are both in effect for a period of
more than five years and cannot be cancelled by the insurer ;

capital redemption contracts ; and

pension policies — insurance contracts to provide pre and post retirement
benefits for individuals ;

General Insurance Business which means all insurance business which do
not fall within the definition of “long term business” being deemed to
comprise and include the following sub classes :-

“Marine, aviation or transit insurance policy” means a policy of insurance —

(A) upon vessels of machinery, tackle or furniture or equipment of vessels
or aircraft, or

(B) upon goods, merchandise or property of any description whatever on
board vessels ;

(C) upon the freight or any other interest in or relating to vessels ;

(D) against damage arising out of or in connection with the use of vessels
including third party risks ;

(E) against transit risks (whether the transit is by sea, inland water, land,
air or partly one and partly another) including risks incidental to the transit
insured from the commencement of the transit to the ultimate destination
covered by the insurance but, not including risks the insurance of which is
motor vehicle insurance business ; or

(F) against any of the risks the insurance of which is customarily
undertaken in conjunction with or incidental to any such business as is
referred to in the foregoing paragraphs of this definition ;

fire insurance business, that is to say, the business of effecting, otherwise
than incidentally to some other class of insurance business, contracts of
insurance against loss by, or incidental to, fire or other occurrence
customarily included among the risks insured against in fire insurance
policies ;
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(iii) motor vehicle insurance business, that is to say, the business of effecting
contracts of insurance against loss of motor vehicles or damage arising out
of or in connection with the use of motor vehicles, including third-party
risks ;

(iv) employers’ liability insurance business, that is to say, the issue of, or the
undertaking of liability under policies insuring employers against liability to
pay compensation or damages to workmen in their employment ;

(v) miscellaneous insurance business, including personal accident insurance,
fidelity guarantee insurance, burglary insurance, cash in transit insurance,
cash in safe insurance, contractors all-risk insurance, erection all-risk
insurance, electronic/computer insurance, boiler insurance and machinery
breakdown insurance but excluding insurance business which is principally
or wholly of any kind or kinds included in sub-paragraphs (i), (ii), (iii) and
(iv) and those classes which would fall within the definition of “long term
business” involving contracts of a long-term nature ;

“insurer” means a person registered to carry on insurance business in Sri Lanka
under the provisions of this Act, and includes a company deemed to be
registered under subsection (2) of section 113 ;

“licensed commercial bank” means a licensed commercial bank within the
meaning of the Banking Act, No. 30 of 1988 ;

“licensed stock exchange” means a stock exchange licensed under the
Securities and Exchange Commission of Sri Lanka Act, No.36 of 1987.

“local authority security” means any security that may be issued, in accordance
with the law in force for the time being by any local authority in Sri Lanka;

“loss adjuster” means a person who has specialized knowledge in
investigating and who is assessing losses arising from insurance claims
and registered as a loss adjuster under the provisions of this Act.

“net claims outstanding” means all claims advised by the assured and for which
the insurer will be liable under a policy or policies of insurance, but which
have not been settled, less reinsurance recoveries ;

“net premium” means the balance of the gross premium after deduction
therefrom of any premium paid or payable by the insurer for reinsurance
ceded;

Amended by Act, No.
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“net unearned premium” means the amount set aside as at end of a financial
year of an insurer, out of premiums in respect of risks to be borne by such
insurer after the end of such financial year, under a contract of insurance
entered into, prior to the end of that financial year;

“participating policies” means those policies issued by an insurer which are
continually entitled to a share in the surplus arising from such policies.

”pOlicy”

(a) in relation to long term insurance business, includes an instrument
evidencing a contract to pay an annuity upon human life;

(b) in relation to bond investment business includes a bond, certificate,
receipt or other instrument evidencing the contract with the insurer; and

(c) in relation to other classes of insurance business, includes an instrument
under which there is for the time being an existing liability already accrued
or under which any liability may accrue;

“policy holder” means the person who for the time being is the legal holder of
the policy for securing the contract with the insurer;

“Registrar-General of Companies” means a person by name or by office
appointed to be or to act as the Registrar — General of Companies under
section 471 of the Companies Act, No. 7 of 2007 and includes any Deputy-
Registrar General or Assistant Registrar-General appointed under that
section;

“reinsurance” means the transfer of an insurer’s liability incurred under any
contract or policy of insurance, to a re-insurer;

“Securities and Exchange Commission of Sri Lanka” means the Securities and
Exchange Commission of Sri Lanka established by the Securities and
Exchange Commission of Sri Lanka Act, No.36 of 1987,

‘technical reserve” include net unearned premium, provision made for
unexpired risks, net claims outstanding, reserve for claims incurred but not
reported (IBNR) and any contingency reserves, less any deferred
acquisition expenses; and
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“unexpired risks” means the amount set aside at the end of a financial year of
an insurer, (in addition to net unearned premiums) in respect of risks to be
borne by such insurer after the end of such financial year under a contract
of insurance entered into prior to the end of that financial year.

(2) For the purposes of this Act, a person shall be deemed to carry on or
transact insurance business of any class in Sri Lanka, if such person-

(a) issues, or undertakes liability under, any policy or contract of insurance of
that class to or with a person for the time being in Sri Lanka; or

(b) offers whether orally or in writing, to issue or undertake liability under any
policy or contract whether such offer is made directly to any such person
or generally to any such person by the publication, transmission, or
circulation of any advertisement, book, pamphlet, or any document
whatsoever; or

(c) employs, engages or in any other manner causes or encourages, any
person to make any such offer as aforesaid whether or not any
remuneration is paid or payable to such other person.

115. In the event of any inconsistency between the Sinhala and Tamil text of
this Act, the Sinhala text shall prevail.

FIRST SCHEDULE (SECTION 4(3))
PROVISIONS RELATING TO THE APPOINTED MEMBERS OF
THE BOARD

1. A person shall be disqualified from being appointed or continuing as an
appointed member of the Board-

(a) if he is, or becomes a member of Parliament a Provincial Council or any
local authority;

(b) if he is not, or ceases to be a citizen of Sri Lanka;

(c) if heis under any law in force in Sri Lanka or in any other country, found or
declared to be of unsound mind; or

(d) if he is serving or has served, a sentence of imprisonment imposed by any
court in Sri Lanka or any other country.

Sinhala text to
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2. Every appointed member of the Board shall, unless he vacates office
earlier by death, resignation or removal, hold officer for a term of three years from
the date of his appointment and unless he has been removed from office, be eligible
for reappointment;

Provided that a member appointed in place of a member who had vacated
office, by death, resignation or removal, shall hold office for the unexpired term of
office of the member whom he succeeds.

3. The Minister shall, by Order published in the Gazette, remove an
appointed member of the Board from office, for misconduct in the performance of
his duties or where such member has been found guilty of an offence involving fraud
or dishonesty. An appointed member who is removed shall cease to hold office from
and after the date of publication of such Order in the Gazette.

4, An appointed member of the Board may at any time resign from his office
by letter to that effect addressed to the Minister and such resignation shall take
effect upon it being accepted by Minister in writing.

5. In the event of the vacation of office by death, resignation or removal of an
appointed member of the Board, the Minister may having regard to the provisions of
paragraph (d) of subsection (1) of section 4 appoint any other person to succeed
such member. Any person so appointed in place of such member, shall hold office
during the unexpired part of the term of office of the member whom he succeeds.

6. Where an appointed member of the Board by reason of illness, infirmity or
absence from Sri Lanka for a period not less than three months, is temporarily unable
to perform his duties, it shall be the duty of such member to inform the Minister in
writing of such inability. Thereupon, the Minister may having regard to the provisions
of paragraph (d) subsection (1) of section 4, appoint some other person to act in his
place during such period.

7. The members of the Board may be paid such remuneration out of the Fund
of the Board as the Minister may, determine.

8. (1) The Chairman of the Board shall, if present, preside at every meeting
of the Board. In the absence of the Chairman from any such meeting, the members
present shall elect one of the members present, to preside at such meeting.

(2) The quorum for any meeting of the Board shall be five members.

(3) The person presiding any meeting of the Board shall, addition to his own
vote, have a casting vote.
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(4) Subject to the provisions of this paragraph, the Board may regulate the
procedure in regard to the meetings of the Board and the transaction of business at
such meetings.

9. No act, decision or proceeding of the Board shall be deemed to be invalid
by reason only of the existence of any vacancy in the Board or any defect in the
appointment of any member thereof.

10. (1) The seal of the Board may be determined and devised by the Board,
and may be altered in such manner as may be determined by the Board.

(2) The seal of the Board shall be in the custody of such person as the Board
may decide from time to time.

(3) The seal of the Board shall not be affixed to any instrument or document
except with the sanction of the Board and in the presence of two members of the
Board who shall sign the instrument or document in token of their presence.

(4) The Board shall maintain a register of the instruments and documents to
which the seal of the Board has been affixed.

11. (1) If the Chairman is, by reason of illness or absence from Sri Lanka
temporarily unable to perform the duties of his office, the Minister may appoint
another member of the Board to act in his place.

(2) The Minister may, without assigning any reason therefor, terminate
the appointment of the Chairman.

(3) The Chairman may at any time resign from the office of Chairman by
a letter addressed to the Minister. Such resignation shall take effect upon it being
accepted by the Minister in writing.

(4) Subject to the provisions of sub-paragraph (2) and (3) the term of
office of the Chairman shall be his period of membership of the Board.
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SECOND SCHEDULE [Section 31A]

DISQUALIFICATIONS FOR BEING A DIRECTOR OF AN INSURER

A person shall not be eligible to be appointed, elected or nominated as a director
of an insurer, if such person:-

(a)

(b)

(c)

(d)

(e)

(f)

(8)

(h)

does not possess academic or professional qualifications or have effective
experience in insurance, finance, business or of any other relevant
discipline;

has served as a member or an employee of the Board at any time during
the period of three years prior to being appointed, elected or nominated as
a director of the insurer;

has been convicted by any competent court in Sri Lanka or of any other
country, for a crime committed in connection with financial management
or of any offence involving moral turpitude;

has been declared an undischarged insolvent or a bankrupt under any law
of Sri Lanka or of any other country;

has failed to satisfy any judgment or order given by any competent court in
Sri Lanka or of any other country, pertaining to the repayment of a debt;
has been declared by a competent court in Sri Lanka or of any other
country, to be of unsound mind;

has been removed or suspended by an order of a regulatory or supervisory
authority from serving as a director, chief executive officer or any other
position of authority in any insurance company, broker, bank, financial
institution or corporate body, within or outside Sri Lanka; or

has been a director, chief executive officer, principal officer, specified
officer or held any other position of authority in any insurance company,
broker, bank, financial institution or corporate body —

(i) whose licence or other authority granted for operating as an
insurance company or broker or bank or financial institution, has been

suspended or cancelled; or

(ii) which has been wound up or is being wound up, or which is being
compulsorily liquidated.

within or outside Sri Lanka.

Amended by Act, No.
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NEW SECTIONS INCORPORATED TO THE REGULATION OF INSURANCE INDUSTRY
ACT NO. 43 OF 2000, BY ACT NO, 03 OF 2011.

51. Where on the date of the coming into operation of this Act, a director or the
chief executive officer of a holding company of any broker registered under section
82 of the principal enactment, is a director, shareholder or an employee of an
insurer, then, notwithstanding the amendment made to section 84 of the principal
enactment by section 28 of this Act, the registration of such broker shall not be
suspended or cancelled nor a renewal of such registration be refused, without the
director or the chief executive officer concerned being granted by the Insurance
Board of Sri Lanka, a reasonable period of time within which to dispose of the
shares being held or relinquishing such directorship or employment, as the case
may be.

52. (1) Every insurer who on the date of the coming into operation of this Act
holds a valid licence issued under section 15 of the principal enactment, shall be
required within five years from the date of the coming into operation of this Act, to
have itself listed on a stock exchange licensed under the Securities and Exchange
Commission of Sri Lanka Act, No. 36 of 1987 after having where so required to
fulfill the segregation requirements specified in section 53 of this Act.

(2) It shall be the duty of an insurer upon obtaining a listing on a stock exchange
as required by subsection (1) of this section, to forthwith inform the Insurance
Board of Sri Lanka of such fact by a written communication.

(3) A failure by an insurer to comply with the requirements imposed by this
section may, notwithstanding anything to the contrary contained in any provisions
of the principal enactment, be a ground for the suspension or cancellation of the
licence issued to such insurer.

53. Where on the date of the coming into operation of this Act, an insurer is
engaged in carrying on both long term insurance business and general insurance
business in terms of a valid licence issued by the Insurance Board of Sri Lanka
under the principal enactment, such insurer shall be required within four years
from the date of the coming into operation of this Act, to segregate the long term
insurance business and the general insurance business being carried on by it, into
two separate companies.
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