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Abstract

A general contract is an individual agreement between the parties. However,
due to the nature of the insurance contract premised on a risk group, the
insurance contract has a character of adhesion in which policyholders have to
sign an insurance contract with insurance clauses that the insurer has already
written unilaterally.

In the case of type 3 insurance, policyholders who fall under the aggravation
of information asymmetry, may not be explained properly or misrepresented
even though the insurer has a duty to explain important insurance clauses at
the initial subscription stage. Also, in type 3 insurance, which is mostly
long-term contracts, even if policyholers were explained properly, it is common
for them to easily forget important insurance coverages or not to fully
understand the characteristics of the insurance contract after a long period of
time. Accordingly, there are cases in which the rights of policyholders to claim
insurance money cannot be exercised despite the occurrence of an insurance
accident, thereby the rights of policyholders are infringed. Furthermore, the
insurer requires policyholders to confirm the fulfillment of the duty to explain
important insurance clauses as stipulated in the Commercial Act and the
insurance contract whether they are explained properly or not, which leads to
adverse defense of policyholders in civil complaints and lawsuits against the
insurer.

There are cases where an insurance claim has been made, but the follow-up
right to claim cannot be exercised due to the ignorance of policyholders.
Policyholders who recognize this follow-up right to claim after the statute of
limitations has passed, have lost trust in insurance they have purchased, and

the images of the insurer and the insurance system are also being tarnished.

- 43 -



LT H142 SBis

This study analyzes the problems of the insurer’s duties to explain important
insurance clauses at the time of application of the insurance contract and to
explain insurance coverges after an insurance accident, and suggests
Improvement plans.

Firstly, in fulfilling the duty to explain important insurance clauses by the
insurer, the current voice recording system should be improved and the
conventional overwriting method should be changed to minimize incomplete
sales. Secondly, the duty to explain the follow-up right to claim should be
newly established. Lastly, for the effect of 'the cancellation of illegal contract’,
which was newly added in the type 3 standard insurance clause to protect
policyholders, it should be changed to award a penalty to the insurer paying
the amount of a legal reserve and related interest to policyholders if they

request for cancellation of the illegal contract.

By doing so, the trust of policyholders in insurance will be enhanced and the
images of the insurer and the insurance system wil be improved, which
contributes to the development of Korean insurance industry in the medium and

long-term.

¥ Key words : Type 3 Insurance, Voice Recording, Follow-up Right to Claim,
Cancellation of Illegal Contract, Hidden Rights Insurance Money,
Duty of Explanation of the Insurance Clause, Duty of Explanation

of the Insurance Coverage
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