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{Abstract)

Interpretative Theory on the “Occurrence of an
Insured Event during the Insurance Period” Clause in

Long-Term Care Insurance Terms and Conditions

- Review of the judgment of the Supreme Court
2020C232709, 232716 sentenced on October 12, 2023 -

Lim, Jeong yoon’

The Supreme Court recently rendered a decision on the
interpretation of the "occurrence of an insured event during the
insurance period" clause in the terms and conditions of long-term care
insurance. In this decision, the Supreme Court applied various rules
of standard form contract interpretation to lay out a detailed theory
of interpretation. As the insurer’s liability to pay insurance benefits
arises only if the insured event specified in the insurance contract
occurs during the insurance period, the determination of whether the
insurer’s liability has arisen must be preceded by the interpretation of
the “occurrence of an insured event during the insurance period"
clause in the insurance terms and conditions that constitute part of
the insurance contract. If one finds the grounds for which insurance
terms and conditions are binding on the contracting parties in the
parties’” mutual agreement, the general principles of legal acts, i.e.,
contracts, interpretation are applicable to the interpretation of
insurance terms and conditions. Additionally, the various rules of
standard form contract interpretation specifically provided for in the
Act on the Regulation of Terms and Conditions are also applicable.

In the case addressed by this article, the Supreme Court’s
interpretation of the disputed clause in the long-term care insurance
terms and conditions differed from that of the lower and appellate
courts. The Supreme Court, adhering to principles of contract

* Lee & Ko, Attorney at law.
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interpretation, focused on the wording of the clause in question while
also considering the context, including the purpose and intent of
long-term care insurance, trade practices and other relevant factors.
The Supreme Court further applied the principle of objective
interpretation, rooted in the principle of good faith as stipulated in
the Act on the Regulation of Terms and Conditions. Consequently,
the Supreme Court interpreted the clause stating insurance benefits
are payable “if the insured is recognized as eligible for long-term care
insurance benefits during the insurance period" to mean that
insurance benefits are payable "if the insured receives a long-term
care rating from the assessment committee during the insurance
period," in accordance with the wording of the clause. Furthermore,
the Supreme Court determined that this interpretation did not violate
the principle of good faith beyond the limits of private autonomy,
thus ruling out the complete nullification or partial nullification, i.e.,
validity-preserving interpretative reduction, of the clause. Based on
this interpretation, the Supreme Court ruled that if the insured was
assessed with a long-term care rating after the insurance period
terminated due to the insured’s death, the insured event could not be
considered to have occurred during the insurance period, even if it
was confirmed that the insured was in a state requiring long-term
care during the insurance period, and therefore, the insurer’s liability
to pay insurance benefits did not arise.

This court decision is significant as it is the first to establish a
specific interpretation theory for the “occurrence of an insured event
during the insurance period" clause in long-term care insurance
policies. Given that many long-term care insurance products currently
on the market have clauses with similar structures and content, the
standards and interpretation methods from this decision are expected
to apply to future disputes relating to the insurer’s liability to pay
insurance benefits under such contracts. Moreover, the court decision
is meaningful in that it clearly delineates the limits of validity-preserving
interpretative reduction or modifying interpretation. However, there
are also limitations, as the interpretation theory presented in the court
decision may not uniformly apply to all long-term care insurance
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policies and may not fully protect policyholders” interests.
Nevertheless, addressing these issues should involve policy measures,
such as establishing standard terms for long-term care insurance after
considering all interests of relevant parties, rather than relying on
judicial control over standard form contract clauses. Thus, the
interpretation theory presented in the court decision can be deemed
to be appropriate.

Key Words : Long-Term Care Insurance, Insurance Period, Insured

Event, Insurance Terms and Conditions, Validity-Preserving
Interpretative Reduction
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