2024.02. H|2024-02=

CEO Briefz H&MY & 0|5 2406101 H&is|At CEO FE7|[#2| 7[HY2END MSks 2EEYLIC

| ESAPEIX| EWHH i LU &5 I

Fo
2

093
_?_
).

=295 Sitoh EAVIIX| EBY JHEM=E AP 2472

A, =8fiEe NaHE QFH, ZA|Z0| et "1"%1} 2=y it
g aAF 7IE OFE, NSAEEAPT] DiohAR I'_II01I oot i8S HEoIRAS. o

o Er2 AN EEATI ME A AN HEES SRUCZMESA |
CHeH AR At & X, HHHRHS M=H &8 5) ZAP|0 tfet Fzds =012

HIMWIE ES-0dor| Riet 38 A& B0t S

ﬁ

rH

o Jo ri
oK
=l

IE 12
=
0

H
o

1
?A

1. BEADIAR| S KOl 32 g

O zI2 ESAPIYX| S8 JHYRM0| =2 =2I0)E SIoIAS
M1t =2loM ZOlE 16219 B UK SBE /KIRIO| LiES HHo6l0 7S] o] O
LA (2023. 11. 30), 015 & X0 A7 HMAEHQIRIZ[(2024. 1. 8 & 2014. 1. 24)E HA
22 =2| 220S SoIRUCH(2024. 1. 25), T FHO| OkSE JEHRI(2024. 2. 2)V

O OfH JHHAMIM= @ ESNT[RYRQ LM -R0I-HR-Z1 FX|, @ S8 NS QHE,
© ZSADIZ0f CiSH S HEY Hil @ UAKEY dA 7IE O 2R, @ XSKIESHAL

7| TolARE 10X o0 et LiES L&

-

¢ PN, JHERIOIME BEADIOIR U Q01 AR 2T HRIE ol TS A3t

1) 0% SOl HE0 BT BAS HAH HO| IS
2) 32 220l MHIAZ Sof BIUAPIZ THoK= SO ARIZE B7K0) [, HEATII0l UM S

A ot= FXIY

E
>
o)}
z
J_l.
ﬁ
Q'E
[




+ 3 JHERIINE SRRSO XIBHE LE SUl B LIRS M2 oE

- 3g9Isls BEADIHRIOl ZRNOI TAS 9 B WAPIY, B3t S0 Test X2HE
£ QN 4 2100, HEAPIRID] Yt 90290 IS TAGP| Hl HEEUNHL K
Tpoll thslof st XRO| MBS QEE 4 US

- BEQIYEls BEAVIUPIO] UM-ROI-ER- BT OIS WIIEH FL WSSAMIRIRS0| Ciol]
Mol U ARTS B S OHE 4 US

© WIS HEAP A CEt SAME Al ROTET HEE WL, QYRS A T DR, RSl

SAP| DA JIX[0f| 2Rk A8l st

- SRy ESAPIZ(0]| CHolf 102 Olote] & L= 5xTh H 0fote| Eg YC= sl U=H|,

S RO HIHS YN 4 At XS MY
- DYSEAAIR0 AT)2| UL MMQt BRIOI], ABHCR Sl0i3 QAR

=] [
CHeh XMAER! HME 2ol 715 Diot=S ofil 0] 3% AV St AR

- ol HelslAi= AISAL AIet HEE 2o\ RISz NSAIEd=t 2ot SSE AES 2!

ot 4R olid 2R = MK 2A| TiohAMY & &4 XM2[EAH S5 1IXGH0F 2P)

rOII

B, 230 TR BARE SO S VISR U BT DH, SHEAY| 2N ZHAN R JISH
o, BEAPIZ XZE 3T st oln £O QIR AL} HIS XiYd SO B3t B=s2 of
IHERIIME RIQIEIAS
+ 9| F2S2 HEIE| = TN UAOL, HHARIINE] =0 TR0 JHEOI AR
- RO} HRlR| SN ASeh AR} m%rcre oz HAZION TRKHES 80| Ofd
S0l Ofet B JKSN, CIE wARlo] Sm, EF | o HRp 10 To S2 2ok, 9

s=sS 2 MRlohl 2 0170] Si= =30 ol MOz # IS et ZC= OsHE

=

= AU

OH ESAIILR SBY IS

rulo

Sofl HA (0] CHet 2abHRl T 7|0 & VIS 7IChgt

* 2016 HAV LR E2Y ME-AlY Ol£2 M200 ==| & M210 =20|A 52 /Hgeto] &

3) M X2Xez 2F 2 XNSKIEAY| LahXl| gt SE5SE s HXS HEM FAXS=Z #He XY




O|=|UAU=HI, O]H0i| 8HNTUN| M52= AH| JHE0| FL=RAC= HoA 207t AS
- HIE 28 S=S0[ /HERU0IN HIA=Z] UK S [>119]
X SEAEeC| A=AE QFH 20| HEE A2 R0 Y0 N, 0l Sl

= A2
S0l Tioto] 20 X0 HEXoz HSE + VIS /I

oolI

@)
ron

FH O S B2, AR 2EAP|2l ME 2 MR AN HedsS /UM HAAT(0f Cist
ZieE 7ot EEMIE E=-0Yol| RISt LHE ALY T2t U WY

ox

oy

B X2 U el AT SE0 o3 HEADIAC] 29 Ut APIEIeH HIAICRIE T M2 70|

2 TOIEH AP IUK| SHHo| QU FKIZ ARIT AE QU TGP ok BEAPIA

| CHet QPSS AL U M| SEIHE TRIL AUS

- HEAIEE SN LRSS
KAOPA TBIS 22 4 on MSRRIORA JiAt Sl W AES| 20S B5 4 2

EN
HiPE S8 120l J[EHO= Yol XMEsH0F & BRE0| US

ST

<2
=
il

o S0 CHet dZdS =0l EEAVIE ROz KYol| Plofiii= SAKEED Ot=t oy

Aie] MY 28 U Y20 39T B3 X

L

- BEAPIER MUSCRIE HEY YFR A o AE0N, S6| %Lt X
8o HEUAPIS XXIZ | O ol RIRLE SR BIRIEH IRIEN|
HNE BENOR B8 WLt oS

o o=
- == 2 wEclks 2o

TH 2 Ol B} 2 4 U A0 42

13

o5t SHMKIRHO| ZIL5) AIEIKO| Z0(Qln} T2 QI5H AlR|K ZiZkA|

- Oj=d, HEA| ZA-AS 9rI3J g2 SR, EEAV| S8 45 HoH 4 H A=

A AS] B2 s S0| YReSHELI0LL HARARECle| S5 ol S8 -84
L= Sk Yol s 4~ AAS

ofst MoloiTeled
pyh@kiri.or.kr

4) A N Sigs EH 2BAT|ZI9) Z 2t AZ|Z0) Hish 1M & 7IAR0 HIFSO| E3. ESH HM1Y AR M1 gl 9
ofH EAD|ZE 2t ATIZ(] Hioh HEY HU HISO| 1R =1 |71399| 40| Milkl= HIS0| e W3
5) GiIALH 2l=2I0| TZ7|ER 512 2 59 Yoz HEAY| HAS MXIZHL THEHT R A=Yy MAYK| =Xt 7kse

KiRizgq+

rie


mailto:kiri@kiri.or.kr

2024.02. No.2024-02

CEO Brief

CEO Brief is a report highlighting key current issues the insurance industry faces.

Amendment of the Special Act on Prevention of
Insurance Fraud and Future Challenges

ABSTRACT

The amendment of the Special Act on Prevention of Insurance Fraud
recently passed in the National Assembly introduced new provisions
including the prohibition of solicitation, inducement, persuasion, and
advertising of insurance fraud, the authority to request information
for the Financial Services Commission, concurrent imposition of
imprisonment and fines on insurance fraud crimes, the establishment of
criteria for inpatient assessment, and the notification of incidents related
to automobile insurance fraud. Apart from the amendment, it is
necessary to continuously enhance the effectiveness of prosecuting
and sanctioning insurance fraud (such as rigorous investigation and
punishment for insurance fraud, active utilization of administrative
sanctions, etc.), raise the awareness on insurance fraud and maintain
the efforts to reduce and prevent insurance fraud.

1. Highlights of the Amendment for the Special Act on Prevention of
Insurance Fraud

Recently, the amendment of the Special Act on Prevention of Insurance Fraud
(hereinafter referred to as ‘Act’) was passed in the National Assembly plenary
session. 16 amendment proposals for the Act, introduced in the 21st National
Assembly, were incorporated into an alternative proposal by the National Policy
Committee as of November 30, 2023. Subsequently, the proposal went through two
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sessions of the Legislation and Judiciary Committee on January 8 and January 24,
2024. The proposal recently passed in the National Assembly plenary session on
January 25, 2024, is currently transferred to the government as of February 2, 2024.1

The newly introduced provisions in this amendment are as follows: @ Prohibition of
solicitation, inducement, persuasion, and advertising of insurance fraud, @ Authority
to request information for the Financial Services Commission (hereinafter referred to
as ‘FSC’), ® Concurrent imposition of imprisonment and fines for insurance fraud
crimes, @ Obligation to establish criteria for inpatient assessment, @ Duty of
disclosure of events related to automobile insurance fraud.

Firstly, in the amendment, a new provision has been added to prohibit the activities
of solicitation, inducement, persuasion, and advertising of insurance fraud.
According to this provision, anyone is prohibited frrom engaging in the case of
soliciting, inducing, persuading, or advertising insurance fraud. Offenders of this
provision are subject to criminal penalties equivalent to those for insurance fraud
(imprisonment for up to 10 years or a fine of up to 50 million won)2). Secondly, in
the amendment, new provisions have been introduced regarding the authority of the
FSC to request information and related matters. Specifically, the FSC has the
authority to request necessary information from relevant administrative agencies,
insurance companies, etc., for efficient investigation on insurance fraud. It may also
request information and communication service providers to submit necessary data
for the investigation of solicitation, inducement, persuasion, and advertising for
insurance fraud. Furthermore, if the FSC finds a case of solicitation, inducement,
persuasion, or advertising related to insurance fraud, it may request the Korea
Communication Standards Commission to review and demand its correction. Thirdly,
in the current Act, the punishment for insurance fraud is imprisonment for up to 10
years or a fine of up to 50 million won. However, in the amendment, a new
provision has been added to allow for concurrent imposition of both imprisonment
and fines for this offense. Fourthly, regarding the inpatient assessment by the

1) Afterward, the act is amended through the promulgation process by the President.
2) With the recent increase in cases, such as promoting insurance fraud through online services, the goal of the
amendment is to explicitly prohibit acts like solicitation of insurance fraud within the legal framework.
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Health Insurance Review and Assessment Service (hereinafter referred to as
‘HIRA’), the amendment stipulates that HIRA should establish systematic criteria for
the inpatient assessment, and in such cases, HIRA is required to engage in prior
consultation with investigative agencies. Finally, a new provision regarding the duty
of disclosure regarding incidents related to automobile insurance fraud has been
introduced. According to this, if an insurance company confirms fraudulent cases
related to automobile insurance that resulted in unfair premium increases, the
insurance company must notify the policyholder or the insured about the insurance
fraud incident and the subsequent procedures.3)

However, items such as enhanced penalties and public announcement of insurance
professionals, increased penalties for violent crimes aimed at insurance fraud, the
obligation to return insurance benefits obtained through fraud, and support for the
cost of inpatient assessments have been excluded from this amendment. These
items were initially included in the draft proposed by the National Policy Committee,
but removed from the amendment during the legislative deliberation process under
the Legislation and Judiciary Committee. The Ministry of Justice and the National
Court Administration suggested the need for careful review of the aforementioned
items. Accordingly, these items were excluded for now, and priority was given to
advancing the amendment for items with no significant disagreements.

2. Future Challenges

Hopefully, the amendment of the Act would contribute to the development of
effective countermeasures against insurance fraud. Since the enactment and
enforcement of the Act of 2016, multiple amendment proposals have been
introduced in the 20th and 21st National Assemblies, and it is meaningful that an
actual amendment is being pursued for the first time in over eight years. Although

3) The amendment explicitly legislates the process for refunding surcharge premiums to victims of auto insurance fraud,
which has been voluntarily practiced by the insurance industry.
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some items were excluded from the amendment, the newly introduced provisions
prohibiting solicitation, inducement, persuasion, and advertising for insurance fraud,
as well as the authority to request information for the FSC, are considered
significant legislative measures. It is expected that these additions enable a more
effective and proactive response to insurance fraud.

Meanwhile, apart from the amendment, it is necessary to continuously enhance the
effectiveness of prosecuting and sanctioning fraud to raise awareness, and maintain
the efforts to reduce and prevent insurance fraud.

Firstly, when examining the current status of disposition by the prosecution and the
sentencing in criminal courts, the level of penalty for insurance fraud crimes is
relatively low compared to general fraud offenses. To effectively enforce the
legislative intent of the Act, rigorous investigation and punishment for insurance
fraud crimes would be necessary. Insurance fraud crimes not only result in harm to
a specific victim (e.g. insurance company) but can also cause damage to the entire
group of innocent policyholders. Considering the nature of this crime, which has the
potential to undermine the foundation of the insurance system as a social safety
net, there is a fundamental need for strict punishment. In this regard, it is possible
to consider establishing investigation and sentencing criteria for insurance fraud
crimes, specifying the principle of rigorous punishment for insurance fraud crimes
within these criteria.

In addition, it is important not only to employ criminal penalties but also to actively
utilize administrative sanctions to raise awareness of insurance fraud and effectively
prevent it. In the current situation where the penalty for insurance fraud is mainly
a fine, it would be appropriate to actively use administrative sanctions such as
business suspension and license cancellation, etc. especially for those who use
their business or professional expertise to commit insurance fraud. If individuals
who commit insurance fraud face administrative sanctions under the laws regulating
their primary professions, they may experience substantial disadvantages. This can
enhance psychological alertness against insurance fraud, effectively preventing
future crimes. Furthermore, it may be considered to comprehensively and uniformly
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operate and manage the sharing of information for investigating and prosecuting
insurance fraud, accumulating various data related to insurance fraud, and
post—-management, as well as promoting and educating about insurance fraud
cases. This could be achieved through the bodies like the Government Joint Task
Force or the Insurance Investigation Council.

Younghwa Paik, Senior Research Fellow
pyh@kiri.or.kr

L] L]
]( I Korea Insurance
Research Institute


mailto:kiri@kiri.or.kr

