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A study on the legal effect of the life insurance contract in breach of the
duty to ascertain and comprehend customer intent and the duty to provide
information to customers.

Chise ONODERA

(Professor, Nihon University)

[Summary]

Insurance Business Act of Japan (Act no.105 of 1995, as amended) was amended in
2014. Final regulations and supervisory guideline became effective on 29 May 2016. The
2014 Insurance Business Act amendments introduced the duty to ascertain and
comprehend customer intent and the duty to provide information to customers when
Insurance contracts are executed or insurance solicitation is made. The purpose
of the revision of the Insurance Business Act 1is to protect insurance policy holders.
However Insurance Business Act has no provisions relating legal effect in a case the
insurer breaches the duty. Thus the purpose of this study is to uncover the legal effect of
the life insurance contract in this case.

In Germany, “Duty to advise the policyholder” has been established under Article 6 of
Insurance Contract Law. This Article contains provisions on liability for damages of
the insurer. “Duty to provide Information to the policyholder” has been established
under Article 7. This Article is a provision amended Article 10a of Insurance
Supervision Law. And Article 8 regulates “Policyholder's right of revocation”. Therefore
I make a comparative study of German law and Japanese law.

At the time of amendment to the Insurance Law and the Civil Code in regard to the
Law of Obligations , it has been discussed the legal effect of the insurance contract, if the
insurer breaches the duty. As a result, both the Insurance Law and the Civil
Code have no provisions relating the legal effect.

If the provisions of Article 294 and Article 294-2 are violated, according to the existing
laws, in consideration of Gist and purpose of Insurance Business Act, and excluding
cases whereby special provisions exist, the application of legal principles and standards

formed by precedents and theory shall be valid.
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On the progress of telematics insurance

Toshiaki Yasui (Kagawa University)

Summary

Telematics auto insurance reflects driver's driving behavior itself such as speed,
braking, frequency of changing lanes, etc., in the insurance premium rate.

Up to now, we could not supplement the information on these actual driving
behaviors in real time. By reflecting the details of driving behavior in the
insurance premium, it is the most important feature of telematics that precise
insurance premium calculation was made possible.

Several years have passed since telematics auto insurance reflecting such
driving behavior was introduced to Japan. In the web sites that compare
insurance of each company, we can compare telematics insurance .

Although using telematics, there is little policy that reflects the driving behavior
after the conclusion of insurance contracts in the insurance rate.

At the time of introduction and now, there is a big change in the environment
surrounding automobile insurance. It is a reform of the car itself, progress of
automation of automobiles and progress of ride sharing. These environmental
changes will have a major impact on society. Self-driving car, for example, will
lead to an improvement in the safety of the car and will greatly reduce the
accident rate. The necessity of telematics auto insurance may also be
questioned if it becomes full automatic operation.

However, fully automatic operation is realized in the foreseeable future, and in
the meantime cars in the stages from conventional cars to partial operation
automation will be mixed. Rather, the merits of telematics car insurance can be
utilized in this mixed period. Partial operation automation leads to driver's
carelessness and may cause an accident.

Furthermore, this telematics auto insurance scheme can be applied to other
insurance types. Therefore, the usefulness of this type of insurance, that is,
telematics type insurance, is expected to expand with the progress of ITC.

| would like to consider again the possibility that it can affect insurance business
or "insurance" itself. That is the possibility of fundamentally reviewing the risk



factor to calculate the insurance rate.

Various risk factors are used to calculate the insurance premium rate. For
example, in car insurance, drivers (insurance policyholders) are classified by
using age, gender, region, etc. as risk factors in calculating the rate. Both of
these are "statistically" classified as having data backing and are "rational".
However, it is difficult to judge whether it is unjust. Judgment as to whether or
not it is tolerated by society will of course be different if time and region (culture)
are different. It is not uncommon that changes that have been tolerated by
changes in the social environment will not be accepted. Especially sex is
important. In Japan, sex is widely used for classification of insurance premium
rates, but it is already prohibited in EU countries. In addition, telematics
insurance may accelerate this trend. If there is little reasonable risk factor to
grasp the driving behavior, even if it is tolerant to use of sex, if it is possible to
utilize the driving behavior considered directly linked to the risk of car accidents
as a risk factor, There is a possibility that the situation will be different
depending on the use of gender.
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Financial/Insurance literacy and Post Retirement Income

Noriyoshi Yanase (Tokyo University of Science)

[Summary]
The purpose of this study is to examine the relationship between post-
retirement income needs and financial/insurance literacy in Japan. Also, 1
consider the influence of the literacy on demand for individual annuity
insurance. Using the survey data conducted by the Japan Institute of Life
Insurance, I find the following points. First, it turns out that householders
with (1) high objective insurance literacy, (2) high subjective
financial/insurance literacy, and (3) the higher the level of education tend to
need expensive living expenses. Second, it was possible that householders
with objective financial literacy tend to need for more individual annuity

insurance.
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[Summary]

The financial information system adopted and operated by Japanese financial institutions
1s to be provided to customers who are users of these users, along with financial institutions
such as banks, life insurance companies, nonlife insurance companies, securities companies,
credit card companies, etc. , Information system construction, development and operation.

The main contents of the financial information system vary depending on the type of
business model in the financial institution, the type of customer targeted by the financial
institution and its area, and the like.

In general, movement of physical goods is provided by financial institutions by processing
and processing of most financial products and financial services by computer communication
and processing. In other words, in the business of a financial institution, the essence of the
business is data processing, and when IT dependence is compared with other industries, it is a
very high industrial field.

Currently, in many financial institutions such as banks, insurance companies, securities
companies, etc. in Japan, subsidiaries, affiliates and group companies deal within the
enterprise organization with I'T companies in charge of development, construction and
operation of financial information systems There are many places to do.

However, in reality, in many cases, it develops, constructs, and manages a financial
information system that relies on information vendors and partner companies outside the
company both in and outside the country, and the development management system also has
various forms of financial institutions . Many companies employing offshore development,
which is becoming the mainstream of the information system industry, are promoting the
development of financial information systems of such financial institutions in Japan.



Offshore development is to outsource operations to overseas system development companies
and overseas subsidiaries. System development company can enjoy the merit of cost reduction
and resource securing by introducing offshore development, but there are some problems as
well. As a measure to solve various problems of offshore development, nearshore development
attracts attention.

By the way, as a system development technique in information system development
company, waterfall model is a representative model, and now many companies are adopting it.
In the waterfall model, development work is divided into several steps, the results at each
step are documented, the specification contents are clarified, and then the development
technique is advanced to the next step. In this model, this name is given as it advances the
development of software, like the flow of water going in one direction from the upstream
process of business to the downstream process.

In offshore development, when outsourcing to overseas contractors including Asia, it is a
labor-intensive operation which is a downstream process of the waterfall model, which is a
process that is expected to have significant cost reduction effect, programming (unit test),
programming design (acceptance test), internal design (link test) are often applicable.

Near-shore development is to utilize development capabilities of local cities and outsource
operations in information system development, operation and maintenance management, etc.
The merit of near-shore development adoption is that it can solve the various problems of
offshore development while maintaining and securing high quality and information security
at a lower cost than in the metropolitan area.

The form of offshore development is (1) bridge offshoring, (2) modified bridge / offshoring,
(3) direct offshoring, (4) modified direct / offshore Rings, (5) global offshoring, and five
business processes (business models).

There are many companies in Japan's financial information system development company.
Regarding its company size and corporate form, it develops information system operations
only for companies that develop comprehensive IT services with consulting services and
others, companies that develop information system operations for non-financial sectors /
business types, only parent companies and group companies There are various types of
business such as enterprises to be listed, or companies that are listed and form a holding
company.

As offshore development is actively used, the financial information system development
company has come up with the following issues that have a big influence over the cost
reduction effect, which is a merit thereof.

The first problem is information security in offshore development.

The second issue is quality assurance in offshore development.

The third issue is project management in offshore development.

The fourth challenge is resources in offshore development.

The fifth challenge is the difference in social and business habits in offshore development.

At the financial information system development company, we have actively promoted
utilizing offshore development centering on Asia. However, rather than enjoying the merits of
the cost reduction effect, various problems occurred in carrying out the work, causing the
influence of that adverse effect.

Also, there are times when there are differences in finishes and technologies due to
differences in cultures or differences in awareness, or failure to observe the delivery date,
between companies entrusted with system development in Japan and firms in Asia. In
addition, in the Asian region, along with the rise in labor costs due to the rapid expansion of
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economic development within the region, there are cases where the assumed cost reduction
effect can not be anticipated at the beginning.

Therefore, in recent years, many financial information system development companies in
Japan have adopted system development techniques based on nearshore development to solve
various problems related to offshore development entrusted to foreign Asian companies is
there.

Many financial information system development companies have adopted near-shore
development from aspects such as (1) project promotion, (2) resource shortage, (3) risk
management, and (4) cost management viewpoint.

In nearshore development, many advantages can be gained by adopting the system
development technique, but there are some problems on the other hand.

Nearshore development is a business model outsourcing system development to enterprises
in regional cities such as Okinawa and Hokkaido domestically in Japan with low labor costs.
In Nearshore development, since it can develop systems in Japan, there is a merit that the
quality can be maintained while suppressing the development cost.

In the near-shore development, focusing on system development of financial institutions,
initially it was targeted to be difficult to submit overseas due to confidentiality, information
leakage, copyright, etc. Today, however, attention is also paid in terms of things such as those
which are not made in time abroad because of quick delivery and those which want to
maintain quality.

By outsourcing system development to domestic companies, it is possible to obtain not only
security aspects but also effects such as smooth communication, compatibility of business
practices, high project performance, avoidance of foreign exchange risk, and avoidance of
country risk.

In this report, as examples of Nearshore development companies entering Okinawa, we will
cover (1) SCSK nearshore systems and (2) Qualysite Technologies.

(1) The main business contents of SCSK nearshore systems is responsible for system
operation maintenance service (enhancement task) and new system development service as a
company that is responsible for system development functions in software development and
system development services of each SCSK group company There. The development project of
SCSK nearshore systems is developing systems of 8,000 companies including financial system.

(2) The main business contents of Qualysite Technologies are system development services
specialized in Java, operation and maintenance of data center and incidental services.
Qualysite Technologies, based on nearshore development, provides high-quality development
and operation services to the financial system in the metropolitan area, etc. by the data center
business and Java development center.

In the field of financial information systems in Japan, the introduction of offshore
development aiming at effects such as cost reduction and human resources securing was
progressing at first. However, due to the merit of offshore development, it also has several
tasks, and introduction of nearshore development can be seen as a countermeasure against it.

At the moment, both development styles have advantages and disadvantages in offshore
development and nearshore development. Therefore, unconditionally, for financial
information system development companies, each company knows their characteristics and
development styles adopting system development techniques can not make a judgment on
their evaluation.
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An investigation involving the introduction of

dementia policies by long-term care insurers
Yasuhiro Yamauchi (Professor, Osaka University of Commerce)

[Summary]

In this study, an econometric analysis was conducted on dementia
prevention measures being implemented in Japanese municipalities.
Specifically, the investigation focused on Early-Stage Dementia
Support Team Project and the Regional Dementia Support Promoters’
Project, with emphasis on the period until the project is launched. A
survival analysis method was used for data analysis because the
subject of analysis was the time until the project’s launch or
occurrence at a specific interval, which is event history analysis. The
Cox proportional-hazards model was effective in this study as there
was no need to assume and parameterize the baseline hazard
function as well as allowing for analysis of repeatable and competing
events: that is, cases where the target phenomena repeat and where
several types of phenomena are observed, respectively. Further, the
investigation also used a stratified model: a stratified baseline
hazard that considers the possibility of structural differences among
the administrative divisions of Japan. The results of the analysis
showed that operations began earlier in municipalities having more
population and where countermeasures against dementia are being
implemented. This shows the possibility of “economies of scale”
becoming effective for both projects. However, it was also observed
that the economy could decay as scale increases. Similar to the
ordinance-designated and core cities, localities that possess multiple
regional institutions (wards, branches, etc.) tend to have business
operations that start relatively late; if population growth becomes
excessive, a sort of “diseconomies of scale” may occur. In addition,
the data showed that the business starts earlier in proportion to the
abundance of regional medical care/welfare staff and personnel who
deal with dementia, indicating the importance of human resource

intervention and cooperation with other regions.



