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Official Name: Democratic 
Socialist Republic of Sri 
Lanka 
Location:  Sri Lanka is an 
island. It lies in the Indian 
Ocean, southwest of the 
Bay of Bengal, and 
southeast of the Arabian 
Sea; it is separated from 
the Indian subcontinent by 
the Gulf of Mannar and 
the Palk Strait. 
Government Type:  
Republic 
Time Zone: Five and a half 
hours ahead of GMT. 
Religion: 70.1%  
Theravada Buddhists, 
12.6%  Hindus, 9.7% 
Muslims (mainly Sunni), 
6.2% Roman Catholic, 1.4 
other Christians . 
Language:  Sinhala (official 
and national language) 
74%, Tamil (national 
language) 18%, other 8% 
Note: English (a link 
language commonly) is 
used in government and 
spoken competently by 
about 10% of the 
population. 
Climate: The climate is 
tropical and warm 
because of moderating 
effects of ocean winds. 

 
  



 

 



 

 

 The Insurance Regulatory Commission of Sri Lanka regulates and supervises the insurance industry. 

 100% FDI is permitted in the Sri Lankan insurance industry 

 The Sri Lankan insurance industry is moving towards risk-based capital system in order to make it on par with 

the prevailing international practice. 

 The placement of non-admitted insurance is not permitted with certain exceptions. However, non-admitted 

reinsurers are permitted to operate in the country. 

 With effect from February 2016, all insurers in Sri Lanka are required to be listed on a licensed stock exchange.. 
 

(A) Historical Landmarks and Developments 1 
 

19th c British and other foreign insurers established operations in Sri Lanka. General agents represented 
most companies, Foreign companies included Royal Assurance, New India and Ocean Accident & 
Guarantee Corporation. 
1939 The first Sri Lankan insurer, Ceylinco Insurance Co Ltd, was established.  
1951 The Motor Traffic Act No 14, requiring obligatory motor third party insurance, was passed. 
1962 The Control of Insurance Act No 25 was introduced. Life insurance was nationalised (non-life 
followed in 1964) and the state insurer, Sri Lanka Insurance Corporation (SLIC), became a monopoly 
insurer. 1980 A second state-owned insurer, National Insurance Corporation (NIC), was opened for 
business in order to provide some competition for the SLIC. 
1986 The Control of Insurance (Amendment) Act No 42 was placed on the statute book.  
1989 The Insurance Association of Sri Lanka was established. 
2000 The core legislation, the Regulation of Insurance Industry Act, No 43, was enacted. 
2001 The Insurance Board of Sri Lanka, a new regulatory body, established by the 2000 act, started 
operations on 1 March. 
2005 The compulsory fire tariff was abolished with effect from 1 January. 
2007 The compulsory workers' compensation tariff was withdrawn with effect from 1 January. 
2008 With effect from 1 January, insurers were obliged to cede 20% of their non-life reinsurance to the 
state-owned National Insurance Trust Fund (NITF). 
2011 The Regulation of Insurance Industry (Amendment) Act No 3 became effective on 11 February. 
This increased the minimum capital requirement to LKR 500mn (USD 3.28mn at current rates of 
exchange) and abolished composite offices. 
2013 The compulsory reinsurance cession to the NITF was increased to 30%. 
2015 Most composite insurers split into separate non-life and life companies. 
2016 The new risk-based capital regime became effective. 
 

In 2020, Ceylinco General Insurance launched ‘Drive Thru Claims.’ Customers who do not opt to obtain 
claims using the On the Spot facility will be notified via SMS of the pending items and the documents 
required. Once the papers are handed over at the Dive Thru Centre, the customer will receive the cheque 
or cash within a few minutes. 
 

In 2022, Sri Lanka Insurance partnered with SLIM Agrisaviya to nurture the agriculture sector. The 
Certificate in Agri-Business and Entrepreneurship (CABE) program is a first-of-its-kind qualification 
available in Sri Lanka to transform farmers into “Agriprenuers It is worth to be mentioned that 25.5% of 
the total employed population engaged in agriculture, inclusive of forestry and fishery. 
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 (B) Regulatory Environment 2 
  

As a relatively marginal sub-sector of the financial services industry, the insurance business is not 
subject to the same level of extensive regulation as banking. The Insurance Industry Act, approved 
in 2000, is the cornerstone legislation still governing the sector, although it has been amended on 
several occasions, including updates in 2011 and 2017 that ushered in some significant changes to 
the industry's landscape. 
 

Chief among the reforms included in the amended act post-2011 - which came into force in January 
2016 - was the obligation for composite insurance companies to segregate their life and non-life 
business lines into separate companies.  
 

In addition, companies were given five years to comply with a new requirement that all insurers be 
listed on the Stock Exchange. All new insurers entering the market must be listed within three years 
of receiving a licence. However, enforcement of this reform was also patchy and in October 2017 
the government confirmed new amendments to the Insurance Act to allow subsidiaries of foreign 
insurance groups that are listed on their respective stock exchanges to be exempt from the local 
listing requirement. State-owned insurance companies, including the SLIC and public reinsurer 
National Insurance Trust Fund (NITF), also benefit from the new flexibility. 
 

Other key rules that regulate the industry include: An obligation to seek prior approval from the 
Insurance Regulatory Commission of Sri Lanka (IRCSL) for any change in ownership greater than 
50% of share capital or voting rights; a minimum capital requirement of LKR500mn per class of 
insurance business; a capital adequacy ratio of at least 120%; a requirement for 30% of total liability 
from any reinsurance contracts to be reinsured with the NITF; and a levy of 0.2% and 0.4% on total 
net premiums in life and non-life businesses respectively, to be paid into the Policyholders' 
Premium Fund. 
 

In 2018, a new tax system was introduced for life insurers, which had previously been able to 
reduce taxable income by deducting management fees. From April 2018, life insurers have been 
subject to a 28% tax on profits, while any surplus transferred to policyholders will also incur a 28% 
tax from April 2021 (following a three-year concessionary rate at 14%). 
 

In the 2019 budget, the Finance Minister added a new tax on imported vehicles that could impact 
the dominant motor insurance segment. With the sector posting strong growth in recent years, 
efforts are also being made to update rules in order to promote professionalism, with a particular 
focus on consumer protection. In August 2018, the IRCSL announced that it would enter a 
memorandum of understanding with the Financial Intelligence Unit of the central bank in order to 
better share information on money laundering and terrorist financing. 
 

 

Legislations & Regulations: 
 
 

Key Legislation 
 

 Regulation of Insurance Industry Act No. 43 of 2000 (with amendments) - on the 
development, supervision, and regulation of the insurance sector in Sri Lanka 

 Securities and Exchange Commission Act No. 36 of 1987 - governing insurance companies 
that are listed on the stock exchange(a legal requirement since 2016) 

 The IRCSL issues circulars, directions and guidelines to stipulate specific criteria for 
compliance with the existing legislation. 

 Insurance companies are subject to money laundering and financing of terrorism legislation. 

                                                           
2 - Sri Lanka Banking & Financial Services Report Q1 2023 - by Fitch Solutions, December 2022. 

https://ircsl.gov.lk/insurance-legislation/regulation-of-insurance-industry/


 

Rules & Guidelines (click each item to read): 
 RULES: 

 Insurance Brokers 
 Loss Adjuster Registration Rules 
 Insurance Agent Qualification Rules 

 REGULATIONS 

 GUIDELINES 
 Guidelines on Advertisements issued by Insurers, Insurance Brokers and Insurance Agents 
 Principles on Fair Treatment of Customers 
 Investment Guidelines 
 Guidelines on Conducting Investigations on Insurance Claims 
 Amendment to Clause 14.4 of the Guidelines on linked long term insurance business 
 Guidelines on Complaint Handling by Insurers and Brokers 
 Good Practices in Conducting Inquiries on Insurance Agents 
 Amendment to the paragraph 14.5 of Guidelines on linked long term business 
 Guidelines on Business Continuity Plan 
 Guidelines on linked long term business 
 Guidelines on Anti Money Laundering programme for Insurers/Brokers 
 
 

Industry Regulators 
 

Established in 2001, the IRCSL (https://ircsl.gov.lk/) 
 is the regulator with oversight over insurance companies, 
intermediaries (agents and brokering companies) and loss 
adjusters. Citing the Insurance Industry Act, the IRCSL states that its chief responsibility is to 
ensure the professional and prudent management of insurance businesses so as to protect the 
interests of policyholders. 
 

The IRCSL has the authority to license insurance companies and brokers as well as the power to 
suspend or revoke these licences in cases of non-compliance with the regulatory framework. In 
recent years, the board has temporarily suspended the licences of several brokers but has taken 
limited action against insurance companies. 
 

The IRSCL is a member of the International Association of Insurance Supervisors and adopts some 
of the core principles for effective supervision and monitoring of the insurance industry.  
 
 

Industry Associations 
 

Insurance Association of Sri Lanka (IASL): The main industry body was formed in 1989. 
 (IASL representing the interests of its members. The association has technical 
committees for non-life and life insurance and finance. Important issues affecting the 
whole industry are considered by the management committee, which represents the 
sector in its dealings with the regulator and other authorities and entities. 

 

Sri Lanka Insurance Brokers Association (SLIBA) is the central organization for all 
registered insurance brokers in Sri Lanka. SLIBA is involved with elevating the status 
of its membership, safeguarding and advancing their interests whilst enhancing their general 
efficiency, technical knowledge and professional conduct. 

  

https://ircsl.gov.lk/insurance-legislation/rules/
https://ircsl.gov.lk/insurance-legislation/test3/
https://ircsl.gov.lk/instructions-and-guidelines/guidelines/
https://ircsl.gov.lk/
http://www.iasl.lk/
http://www.sliba.lk/
https://ircsl.gov.lk/
http://www.iasl.lk/
http://www.sliba.lk/


 

 

 Sri Lanka Insurance Ombudsman: The objective of the Sri 
Lanka Insurance Ombudsman scheme is the satisfactory 
settlement of complaints/disputes that policyholders of 
insurance companies (the insured) may have against the 
company that sold them the insurance policy (the insurer). Each participating Insurance 
Institution/company has established and nominated in each of their Institutions a senior and 
experienced officer designated as the “Complaints Settlement Officer” or “Complaints Resolution 
Officer” (or similar name). 

 
 
Sri Lanka Insurance Institute (SLII): The specialist Sri Lanka Insurance Institute is 
the leading provider of education, training and professional studies dedicated 
to the insurance industry and is affiliated with the Chartered Insurance 
Institute of London.  
 

 

(C) Insurance Market Performance & Statistics 
 

Sri Lanka insurance market structure 
 

 

By the end of 2021, the insurance industry comprised  
27 insurance companies, i.e., 13 long-term insurers, 
12 general insurers and 2 composite insurers  

 

76 Insurance Brokers 
 

29 Loss Adjusters 

 

 

Sri Lanka insurance market: premium evolution 3 

Total Premiums 2020 2021 

Total Premiums (US$ m) 1.032 1.061 
Total Insurance Growth (%) inflation-adjusted -7.3% 2.9% 

Total Insurance Penetration (%) 1.3% 1.3% 

Total Insurance Density (US$) 48 49 
Non-Life *   

Non-Life Premiums (US$ m) 523 541 

Non-Life Insurance Growth (%), inflation-adjusted -15.3% 3.6% 

Non-Life Insurance Penetration (%) 0.6% 0.6% 

Non-Life Insurance Density (US$) 24 25 
Life   

Life Premiums (US$ m) 510 520 

Life Insurance Growth (%),  inflation-adjusted 2.6% 2.1% 

Life Insurance Penetration (%) 0.6% 0.6% 

Life Insurance Density (US$) 24 24 
 

* Including PA & H Business 

  

                                                           
3 - Swiss Re Sigma Explorer (www.sigma-explorer.com) 

https://insuranceombudsman.lk/
http://www.slii.lk/
http://www.sigma-explorer.com/
http://www.slii.lk/
https://insuranceombudsman.lk/








Global and Regional Comparison: 
 

In terms of world ranking in 2021; as SwissRe Sigma report No4/2022”; the Sri Lanka total insurance 
industry ranked at 80, Non-Life insurance industry ranked 81 and Life insurance industry ranked 65 

 

 

 
 

 

 
Annual Reports 

 

Statistical Review 
 

    
 

 

 

 

https://ircsl.gov.lk/publications/annual-reports/
https://ircsl.gov.lk/insurance-sector/industry-performance/previous-year/
https://ircsl.gov.lk/insurance-sector/industry-performance/previous-year/
https://ircsl.gov.lk/wp-content/uploads/2021/07/annual-report-v1-en-2020.pdf
https://ircsl.gov.lk/wp-content/uploads/2021/07/IRCSL-AR-Final-English.pdf
https://ircsl.gov.lk/wp-content/uploads/2020/09/IBSL-AR-English-2018-Fullset.pdf

