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Abstract

A Tegal Study on Measures to Revitalize the Insurance Claim Trusts

Kim, Jaedoo
Park, Semin
Yang, Jihoon

Insurance Claims Right the Trusts refer to a scheme in which the policyholder’s right to
claim insurance proceeds under an insurance contract is placed in trust property, so that,
upon the death of the insured, the trustee receives and manages the insurance proceeds
and distributes them to the beneficiary in installments according to a prearranged plan. In
Korea, the introduction of this scheme had long been delayed due to the absence of a clear
legal basis and authoritative interpretations issued by the Ministry of Justice. After
extensive discussion, however, insurance claims right trusts were formally permitted
through the November 2024 amendment to the Enforcement Decree of the Financial
Investment Services and Capital Markets Act.

The introduction of insurance claims right trusts is grounded in the growing need to
secure the livelihood of surviving family members and to facilitate systematic wealth
transfer in response to rapid population decline and the transition to a super-aged society.
In particular, one of the core functions of the scheme is to prevent beneficiaries lacking
sufficient asset-management capacity —such as minors, persons with disabilities, or persons
with dementia —from squandering a large lump-sum death benefit, while also ensuring the
safe protection of the bereaved family’s assets through the bankruptcy-remoteness function
of the trust. In major jurisdictions such as the United States and Japan, similar mechanisms
have already been widely utilized as a form of will substitute trust for purposes including
tax planning and welfare enhancement.

Under the current Enforcement Decree of the Capital Markets Act, the requirements for
entrustment are limited to ordinary death insurance policies with death benefits of at least

KRW 30 million, and the policyholder, the insured, and the settlor must all be the same
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person. In addition, strict requirements apply, such as limiting beneficiaries to the spouse
and lineal ascendants or descendants, and prohibiting the establishment of a trust where a
policy loan is outstanding.

Nevertheless, in order to enhance the effectiveness of the scheme, several regulatory
improvements and legislative refinements are necessary. First, the scope of insurable claims
eligible for trust should be expanded beyond death benefits to include benefits payable
under dementia insurance and long-term care insurance, for which demand among the
elderly is high. Second, in light of changing family structures, including the increase in
single-person households, the permissible range of beneficiaries should be extended to
siblings and public-interest corporations. Third, there is a need to allow more diverse
models of insurance claims right trusts. Fourth, the restriction concerning policy loans
should be reexamined. Fifth, policy supplementation is needed with respect to qualification
regulations, including the establishment of eligibility requirements that would allow
qualified professionals such as insurance solicitors to recommend or arrange trust structures

involving insurance claims.

Key Words : Insurance Claims Right Trust, Insurance, Trust, Financial Investment Services
and Capital Markets Act, Enforcement Decree of the Financial Investment
Services and Capital Markets Act



