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CEO Brief

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

The Insurance Business Law Amendment Bills:
the 21st National Assembly

ABSTRACT

Lawmakers proposed 65 bills for the Insurance Business Law (IBL) at
the 21°' National Assembly and processed 26 of them. The National
Assembly made significant amendments to the IBL regarding the IFRS
17, the digitalization of private health insurance claims, and the claims
adjustment system. Meanwhile, 39 bills are still pending concerning
promoting linkage between public and private health insurance policies,
rationalizing sanctions, strengthening insurers’ duty of explanations,
handling civil complaints by the insurance association, etc. Continuous
monitoring would be necessary since the same or similar bills may be
proposed in the subsequent National Assembly.

1. The Status of the IBL Amendment Bills

At the 21°" National Assembly (which commenced on May 30, 2020), lawmakers
proposed 65 bills for the IBL amendment, with 26 of them" processed and the
remaining 39 pending. The processed bills are related to (i) the competitiveness and
innovation of the insurance industry, (i) IFRS17 implementation, (iii) the digitalization
of private health insurance claims, and (iv) the claims adjustment system, etc. We
note that the proportion of bills processed (compared to bills proposed) for the IBL
amendment at the 21° National Assembly has increased compared to that at the

1) It includes bills revoked as they were reflected in the alternative proposal by the National Policy Committee and
passed in the plenary session and promulgated.
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20" National Assembly — from 24% at the 20" National Assembly2) to 40% at the
21°" National Assembly.

2. Contents of Major Pending Bills

Noteworthy contents of major pending bills are as follows.

First, a legislative proposal was made to provide a basis for the framework to link
public and private health insurance policies. This bill establishes a basis for
consultation and coordination between the Financial Services Commission (FSC) and
the Ministry of Health and Welfare. Also, the proposal contains provisions to
conduct factual surveys on public and private health insurance operations.

Second, lawmakers proposed several bills to enhance administrative sanctions and
disciplinary measures under the IBL. These include proposals to reflect unpaid
insurance amounts in the administrative fines for non-compliance with basic
documents obligations - which are currently based upon the annual insurance
premiums of the relevant insurance contracts — and to require insurance companies
to re—calculate insurance amounts and pay the difference to policyholders. Bills
have also been proposed to restrict the qualifications of insurance solicitors without
additional administrative measures if they are confirmed guilty of insurance fraud
and to allow omission of the hearing process in canceling registration or suspending
business. Moreover, various bills have been proposed, including reorganizing
disciplinary authority so that the FSC exercises severe disciplinary action against
Insurance companies, executives, and employees, introducing an exclusion period
(10 years) for the imposition of administrative fines and sanctions against
executives and employees of insurance companies, and stipulating repeated illegal
acts by insurance companies or insurance agents as a necessary cause for
suspension or cancellation of license.

2) At the 20th National Assembly, lawmakers proposed 63 amendment bills to the IBL, of which 15 were

processed, 1 was withdrawn, and 47 were abandoned upon expiration.
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Third, several bills are to strengthen obligations for consumer explanations or
guidance. For instance, bills require insurers to explain the names of assessment
agencies, assessment contents, and results to policyholders when conducting
document reviews or medical consultations and to make the consulting agency
directly interview the insured if insurance benefits are reduced or denied based on
medical consultations. There is a proposal to impose an obligation on insurers to
provide information on surrender value and deferred payments when consumers
express their intention to terminate insurance contracts. Furthermore, a bill to
mandate insurers to provide insurance information materials at the request of
policyholders during the insurance contract period and a bill to target not only the
policyholder (group) but also the insured (group members) of group insurance
contracts for the obligation to check duplicate contracts are proposed.

Lastly, other major pending bills include expanding the insurance associations’
business scope (adding additional tasks for consultation and handling of
insurance-related complaints), relaxing regulations on special benefits (allowing
payment of insurance premiums of not more than 30,000 KRW), permitting
registration of insurance agents by electronic financial business entities,
strengthening customer service personnel protection, enhancing debtor protection,
and legislation on calculating asset management ratios based on market value.

Unprocessed bills will be automatically discarded when the 21%

National Assembly
ends, but continuous monitoring is necessary as the same or similar bills may be

proposed at the next assembly.

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