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ABSTRACT

A Study on the Trends for Reforming Insurance Law in
England
- Focused on the Remedies for Fraudulent Claim -

Gun—-Hoon SHIN

Many insurers have traditionally incorporated “fraud clauses” into insurance
policies, setting out the consequences of making a fraudulent claim. Even in
the absence of an express terms, English courts provide insurers with a remedy
for a fraudulent claim. However, the law in this area is complex, convoluted
and confused.

English Law Commission think that the law in this area needs to be reformed for
three reasons; (1) the disjunctive between the common law rule and section 17
generates unnecessary disputes and litigation, (2) increasingly, UK commercial law
must be justified to an international insurance society, and (3) the rules on
fraudulent claims are functioned as a deterrent if they are clear and well-understood.

In order for these purposes, English Law Commission recommends a
statutory regime to the effect that, when an insured commits fraud in relation
to a claim, the insurer should (1) have no liability to pay the fraudulent claim
and be able to recover any sums already paid in respect to the claim, and (2)
have the option to treat the contract as having been terminated with from the
time of the fraudulent act and, if chosen the option, be entitled to refuse all
claims arising after the fraud, but (3) remain liable for legitimate losses before
the fraudulent act. LC is not recommending a complete restatement of the law
on insurance fraud generally. For example, LC does not seek to define fraud,
instead, recommends the introduction of targeted provisions to confirm the
remedies available to an insurer who discovers a fraud by a policyholder.

Keywords : Laww Commission, Remedy for Fraudulent Claim, Fraudulent Act, Insurance
Law Reform, Forfeiture Rule, Public Policy, Good Faith Avoidance



