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{Abstract)

The Issues in Determining Insurance Beneficiaries
when the Policyholder Dies Prior to Exercising the
Right of Re-designation After the Beneficiary’s Death

Park, Mi Sun’

This Supreme Court ruling addressed the issue arising in life
insurance where the designated beneficiary passed away during the
insurance term, but the policyholder died before exercising the right
to change the beneficiary, or the insured event occurred before such
exercise. Additionally, it examined cases where, at the time of the
policyholder’s death or the insured event, no heirs of the designated
beneficiary were alive. The court clarified the timing and method for
determining the '"heirs of the beneficiary” as stipulated under the
Commercial Act. This ruling is significant as it contributes to reducing
legal confusion and preventing disputes in similar future cases.

In reaching this conclusion, the court’s reasoning raises several key
issues relating to the timing for determining the heirs of the beneficiary,
the method of distributing the insurance proceeds, and the legal
nature of the claim to such proceeds. The first issue concerns the
reference point for confirming the heir of the beneficiary. Traditional
theories have been divided between viewing the critical time as either
the death of the beneficiary or the death of the policyholder. The
precedent, interpreting the wording and intent of Article 733(3) and
(4), held that if the policyholder dies or the insured event occurs
before exercising the right of redesignation, the heirs or successive
heirs of the designated beneficiary who are alive at that time shall be
confirmed as the beneficiaries. This approach effectively filled a
legislative gap and offered a practical solution to disputes regarding
claims for insurance proceeds.

* Attorney at law, Korea Life Insurance Association
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The second issue concerns the distribution ratio of the insurance
proceeds. Competing views exist as to whether each beneficiary acquires
an equal share under the Civil Act’s rules on divisible claims, or in
proportion to their statutory inheritance shares as implied by the
Commercial Act’s reference to “legal heirs.” The court adopted the
latter view, recognizing that heirs acquire the proceeds according to
statutory inheritance shares, consistent with prior Supreme Court rulings.

The third issue involves the legal characterization of the claim to
insurance proceeds. Although the precedent did not explicitly address
this matter, prior case law suggests that where the policyholder and
the insured designate their heirs abstractly as beneficiaries, the claim
vests originally as part of the heirs’” own property. Conversely, where
the policyholder and the insured designate themselves as beneficiaries,
the right to claim insurance proceeds reverts to the insured’s estate
upon their death. This distinction implies that variations such as
partial renunciation or limited acceptance of inheritance may affect
the distribution and legal outcome in specific cases.

Ultimately, the complexity of the present case stems from the
absence of explicit legislative guidance regarding sequential deaths
and the lack of a defined mechanism to supplement the policyholder’s
or insured’s presumed intent. Accordingly, this study concludes by
proposing legislative and institutional improvements —such as amending
the Commercial Act or revising the standard policy terms to explicitly
stipulate the timing and method for determining heirs as beneficiaries.
Such measures would provide a preventive legal framework for
resolving post-mortem beneficiary designation issues in life insurance,
thereby enhancing doctrinal consistency and practical stability in
insurance law.

Key Words : Article 733(3) and (4) of the Commercial Act, Right to
re-designate the insurance, Heirs of the insurance
beneficiary, Determination of the insurance beneficiary,
The legal nature of the right to claim insurance

- 70 -



