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{Abstract)

Observations on the Life Insurance Policyholders
Protection Corporation of Japan

Kim, Sun Jeong

When a financial institution becomes unable to repay its depositors due
to business suspension or bankruptcy, the whole financial systems as well
as the depositors are affected. To prevent such an incident, Korea enacted
the Depositor Protection Act (DPA) and put in place a depositor protection
scheme. In the past, unlike bank depositors, protection of policyholders
was protected by the Insurance Business Act. The KDIC, established in
1996 after the legislation of the Depositor Protection Act, started as a
protector of bank depositors. But KDIC has been working to protect
creditors of all bankrupt financial institutions(include securities companies,
insurance companies, merchant banks, mutual savings banks, but credit
unions exclude 2004) since 1998 by revised DPA. The 1997 Asian financial
crisis resulted in the KDIC as a single, comprehensive, and integrated
deposit insurance system designed to enhance financial stability and to
ensure the public’s confidence in the financial system. Under the integrated
system, the risks of each business sector are managed through separate
accounts. However, when it comes to foreign legislative cases, it is doubtful
whether the protection of policyholders is the work of the KDIC.

The writer think that it is time to think about the optimal model
to solve the complaint of the insurance business sector(specially life
insurance business) and realize the protection of the desirable policy
contractor in the situation where the premium burden of the KDIC is
increasing. Complaints of insurance business sector may be resolved
within the same integrated management system as today. However,
due to the governance structure of the KDIC, the position of the
insurance business seems not to be properly reflected. It may be
possible to back to the separate management system of the insurer as
in the past. From this point of view, the case of Japan, which has
established a separate system for insurance business, is attracting
attention. This article examines the life insurance policy holder
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protection mechanism of the Japan Insurance Business Act. The goal
of this article is to reveal the basic feature of life insurance contractor
protection mechanism in Japan. In order to design a more reasonable
insurance policyholder protection mechanism in Korea, it is necessary
to follow up the study to find out more countries’ cases. Therefore,
this is only the first step toward finding the optimal model.

Japan Insurance Business Act provide various Special Measures, etc. for
the Protection of Policyholders, etc. as Modification of Insurance Clauses;
Dispositions, etc. by the Prime Minister Related to Business and Property
Management, etc.; Suspension of Business, Order for Consultation on a
Merger, etc., and Business and Property Management; Business and Property
Management; Modification of Insurance Clauses in a Merger, etc.; Order,
etc. to Implement Procedures for a Merger, etc.; Financial Assistance, etc.
Provided by Policyholders Protection Corporations. To addition above measures,
Insurance Business Act provide of Policyholders Protection Corporation.

The purpose of a policyholders protection corporation of Japan is to
protect Insurance Policyholders, etc., by providing financial assistance in
the transfer, etc., of insurance contracts pertaining to a Bankrupt Insurance
Company, providing executive management for the succeeding Insurance
Company, underwriting insurance contracts, providing financial assistance
pertaining to the payment of Covered Insurance Proceeds, and purchasing
the Insurance Claims, etc., thereby maintaining credibility in Insurance
Business. In Japan Insurance Business Act, “Bankrupt Insurance Company”
means (i) a company that will likely suspend the payment of insurance
proceeds or that has suspended the payment of insurance proceeds in the
light of the status of its business or property, or (ii) a company that is
unable to satisfy its obligations with its property or a company at which
a situation will likely arise in which it is unable to satisfy its obligations
with its property.

Human beings can approach good institutions, but there is no perfect
system.

Key Words : insolvent insurance companies, bankrupt of insurance
company, protection of policyholder, KDIC, Deposit
Insurance Fund, Special Account for Restructuring of
Mutual Savings Banks, Life insurance policyholders
Protection Corporation of Japan.
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