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SAL Report on Reforming Insurance Law 
in Singapore: Is the Insurance Industry 
Set for Change?  
 

 

Introduction 
 

The Law Reform Committee of the Singapore Academy of Law ("SAL") regularly makes 

recommendations to the authorities on the need for legislation in any particular area or subject of the 

law. In the past years, the Insurance Law Subcommittee ("Subcommittee") has been studying potential 

deficiencies of the current state of insurance law in Singapore. 

 

The SAL has now issued the Subcommittee's Report on Reforming Insurance Law in Singapore 

("Report"). The Report reviews the law of leading foreign insurance jurisdictions and makes 

recommendations for reform in identified areas of Singapore insurance law, raising the possibility of 

potential changes in the legal framework of the industry.  

 

Mr Simon Goh, the Head of Insurance & Reinsurance at Rajah & Tann Singapore LLP, served as 

Chairman of this Subcommittee.  Another partner from the Shipping & International Trade Practice 

Group of Rajah & Tann Singapore LLP, Mr Winston Kwek, served as one of the members of this 

Subcommittee, with particular focus on marine insurance. 

 

In this Client Update, we highlight the key issues identified by the Subcommittee and relevant proposed 

reforms. 

 

Overview of the Report 
 

The Subcommittee identified the following areas of Singapore insurance law for possible reform: 

 

(a) The duty of utmost good faith and related duties; 

(b) Insurable interest; 

(c) Brokers' responsibility for unpaid premiums; and  

(d) Late payment of claims.  

 

The Subcommittee then reviewed insurance law in jurisdictions such as the UK, Australia and Germany, 

as well as certain provisions of Norway and selected states of the USA. Certain areas of these laws 

were found to be appropriate for Singapore, and were adapted as part of the Subcommittee's set of  

recommendations.  
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The Duty of Utmost Good Faith and Related Duties 
 

The duty of utmost good faith is a core principle of Singapore's insurance contract law. However, the 

relevant legislation in Singapore provides only for the avoidance of the insurance policy as a remedy for 

a breach of this duty, which was found by the Subcommittee to be harsh and draconian, while also 

ineffective at addressing the prejudice caused to the insured where the breach is on the part of the 

insurer. 

 

One of the related duties is that of disclosure and misrepresentation on the part of the insured. The 

Subcommittee identified the issue that, with the advancements in technology and information, insurers 

no longer necessarily possess less knowledge on the risk than the insured. The current duty is onerous 

on the insured while allowing the insurer to play a passive role in seeking relevant information.  

 

The Subcommittee also identified warranties as a related issue, as they allow an insurer to avoid a claim 

for even trivial breaches which have no bearing on the risk. Finally, the Subcommittee pointed out that 

the remedies for an insurer when faced with a fraudulent claim are convoluted and unclear. 

 

The Subcommittee's recommendation for the duty of utmost good faith and its related areas is to adopt 

the framework and provisions of the reformed insurance contract law in the UK's Insurance Act 2015 

and Consumer Insurance (Disclosure and Representations) Act 2012, as well as desirable aspects of 

the Australian Insurance Contracts Act 1984. 

 

(a) The duty of utmost good faith in the UK has been limited as an interpretative principle, and 

avoidance is no longer the sole remedy for breach. In general, the reforms have shifted away 

from allowing the avoidance of a claim for minor breaches. 

 

(b) For the duty of disclosure and misrepresentation, the UK has imposed a duty to take reasonable 

care not to make a misrepresentation to the insurer (for consumers) and a duty of fair 

presentation (for businesses). This effectively places an inquiry-based duty on the insurer to 

ask questions relevant to its underwriting decision-making process. It also introduces 

proportionate remedies for breach (and not automatic discharge), which would depend on 

factors such as the materiality and causality of the breach and the knowledge and awareness 

of the insured.  

 

(c) As for warranties, the UK has abolished 'basis of contract' clauses which convert any 

representations by the insured into warranties; the materiality of the breach and the knowledge 

and awareness of the insured would again be relevant to determine whether it amounts to a 

breach of a warranty and the appropriate consequence. Further, a breach of warranty would 

suspend rather than discharge the insurer's liability, which may be revived when the breach is 

remedied. 
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(d) The UK reforms have moved away from the remedy of avoidance for a fraudulent claim and 

adopted the common law remedy of forfeiture of the claim, meaning that the insurer remains 

liable for legitimate losses before the fraudulent act.  

 

Insurable Interest 
 

The Subcommittee considered the issues arising from the requirement of insurable interest in, 

separately, life policies and property indemnity policies. These issues are: 

 

(a) The nature of the interest;  

(b) The timing of the assessment; 

(c) The extent of interest; and  

(d) The requirement of consent (for life policies). 

 

Life policies 

 

In Singapore, the requirement of insurable interest for life policies is governed by section 57 and section 

62 of the Insurance Act ("IA"). The Subcommittee identified the primary problem of the IA only 

recognising limited types of insurable interest, which is no longer consonant with market practice. 

Further, section 57 and section 62 overlap in purpose and may not even be compatible.  

 

For timing, section 57 states that the requirement of insurable interest must be met at the time of contract 

formation. For extent of interest, the IA provides that the insured cannot recover a greater sum than the 

value of his interest in the event. The Subcommittee found that these were areas which should also be 

considered for reform. 

 

Finally, regarding consent, there is currently no requirement for the consent of the person whose life is 

insured in Singapore. The Subcommittee considered whether a consent requirement or a withdrawal of 

consent rule should be introduced.  

 

The Subcommittee's recommendations on these issues as they relate to life policies are as follows: 

 

(a) The requirement of an insurable interest for life policies should be maintained. However, Section 

62 of the IA should be repealed, and section 57 should be extended to specify that "an insured 

has an insurable interest [in the life of another person] if there is a reasonable prospect that the 

insured will suffer economic loss if the insured event occurs", similar to the UK position. This 

would relieve the restriction of the insurable interest requirement while addressing moral hazard 

concerns over the removal of the restriction. 

 

(b) In respect of the timing of assessment, the insurable interest requirement is to be satisfied at 

the point of time the life insurance policy is effected and not when the insured peril occurs.  
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(c) The withdrawal of consent rule should not be applied as it would cause serious practical issues. 

It would add to the administrative burden of life insurers and potentially cause local insurance 

companies to lose their competitiveness. 

 
Property indemnity policies 

 

In Singapore, there is no statutory requirement of insurable interest for indemnity policies under the IA. 

However, under common law, policyholders must have an insurable interest in the subject matter of the 

indemnity policy before they can recover under the policy. The Subcommittee identified this position as 

being too restrictive, as a policyholder can have legitimate economic interests over a property even 

though they may not have any proprietary rights over the said property. 

 

For timing, the insured needs to have insurable interest at the time of loss. However, there is the 

question of whether insurable interest is required at contract formation as well.  

 

As for extent of interest, it is generally not an issue for indemnity policies since the indemnity principle 

would restrict the extent of insurable interest to the extent of loss suffered. 

 

The Subcommittee's recommendations on property indemnity policies are as follows: 

 

(a) The insurable interest requirement should be abolished for indemnity policies. Such policies 

only cover the insured up to amount of loss suffered due to the insured peril, and so the insurable 

interest is clear.  

 

(b) The Australian position should be adopted, whereby the insurer is not relieved of liability under 

an indemnity policy by reason only that, at the time of the loss, the insured did not have an 

interest at law or in equity in the property. 

 

Brokers' Responsibility for Unpaid Premiums 
 

In Singapore, brokers are liable for the premiums of marine insurance policies which they have effected 

on behalf of the insured under section 53(1) of the Marine Insurance Act ("MIA"). The broker is directly 

responsible to the insurer for the premium, providing the underwriter some security against unfamiliar 

policyholders. This creates a legal fiction to the effect of having the broker pay the premium to the 

insurer, thus discharging the policyholder's liability to pay, and thereafter having the insurer lend the 

money back to the broker.  

 

The Subcommittee has identified that this causes operational impracticalities, as insurers would be 

unable to claim directly against the policyholder if the broker becomes insolvent, or would have to 

compete with the broker's other creditors. The fiction that the premium has been paid and then lent back 

to the broker also leads to complex issues and conflicting decisions, especially when it comes to 

premium payment clauses. 
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The Subcommittee has therefore recommended that section 53(1) of the MIA be reformed to make 

policyholders liable for the premium payments due under their insurance policies. 

 

(a) This would allow the insurer to sue the policyholder for the premium, if unpaid. The broker would 

not be liable for the premium unless it had expressly assumed such liability. 

 

(b) The marine insurance law practitioners in the Subcommittee found no obvious evidence of 

policyholder or consumer detriment that would require the special rule in section 53(1). Its repeal 

would in fact bring marine insurance law into line with general contract and agency law.  

 
(c) Parties would then be able to determine their own contractual arrangements on issues including 

credit risk through their Terms of Business Agreements, allowing greater flexibility. 

 

Late Payment of Claims 
 

The UK has introduced legislative amendments making it an implied term of every insurance contract 

that if the insured makes a claim, the insurer must pay any sums due in respect of the claim within a 

reasonable time. 

 

The Subcommittee has recommended that Singapore should introduce similar statutory language 

making it an obligation to make payment for a claim within reasonable time. This is in support of the 

public policy interest in ensuring that policyholders are protected against unreasonable delay in the 

payment of claims. 

 

Regarding the practical operation of this obligation, the Subcommittee has proposed that insurers should 

be subject to the standard of making payment within a "reasonable time", as opposed to imposing a 

fixed time frame, so as to accommodate the range of circumstances under which a claim may be made.  

 

The relevant legislation should provide guidance on the meaning of "reasonable time" and the factors 

that would be taken into account. In the UK, the factors include: 

 

(a) The type of insurance; 

(b) The size and complexity of the claim; 

(c) Compliance with any relevant statutory or regulatory rules or guidance; and 

(d) Factors outside the insurer's control. 

 

Concluding Words 
 

The Report is the result of an extensive effort by the Subcommittee over close to three years to review 

the state of insurance law in Singapore and to identify the more critical areas that may benefit from 

reform. The Subcommittee has assessed the insurance laws across leading jurisdictions in order to distil 
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the solutions that are most appropriate for the Singapore context bearing in mind its common law 

heritage. 

 

The result of these efforts is a comprehensive and reasoned set of recommendations addressing some 

of the key problems in insurance law in Singapore. The recommendations will be considered for 

implementation as other areas of insurance law also come under review in the near future for further 

possible reform.  

 

For further queries, please feel free to contact our team below. 

 

 

 

Contacts 
     

 
 

Simon Goh 
Head, Insurance & 
Reinsurance  
 
T +65 6232 0645 
 
simon.goh@rajahtann.com 

 

 

Winston Kwek 
Partner, Shipping & 
International Trade   
 
T +65 6232 0513 
 
winston.kwek@rajahtann.com 

   

   
 

Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com 
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Our Regional Contacts 

  
Rajah & Tann Singapore LLP 

T  +65 6535 3600   

sg.rajahtannasia.com 

  
Christopher & Lee Ong 

T  +60 3 2273 1919    

F  +60 3 2273 8310 

www.christopherleeong.com  

   

 

R&T Sok & Heng Law Office 

T  +855 23 963 112 / 113    

F  +855 23 963 116 

kh.rajahtannasia.com 

  
Rajah & Tann Myanmar Company Limited 

T  +95 1 9345 343 / +95 1 9345 346 

F  +95 1 9345 348 

mm.rajahtannasia.com 

   

 
Rajah & Tann Singapore LLP 

Shanghai Representative Office 

T  +86 21 6120 8818    

F  +86 21 6120 8820 

cn.rajahtannasia.com 

 

  
Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law) 

T  +632 8894 0377 to 79 / +632 8894 4931 to 32   

F  +632 8552 1977 to 78 

www.cagatlaw.com 

   

 
Assegaf Hamzah & Partners 

 

Jakarta Office 

T  +62 21 2555 7800    

F  +62 21 2555 7899 

 

Surabaya Office 

T  +62 31 5116 4550    

F  +62 31 5116 4560 

www.ahp.co.id 

  

R&T Asia (Thailand) Limited 

T  +66 2 656 1991    

F  +66 2 656 0833 

th.rajahtannasia.com 

 
Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

T  +84 28 3821 2382 / +84 28 3821 2673    

F  +84 28 3520 8206 

 

Hanoi Office 

T  +84 24 3267 6127    

F  +84 24 3267 6128 

www.rajahtannlct.com 

  

 

Rajah & Tann (Laos) Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 

la.rajahtannasia.com 

 

 
Rajah & Tann Asia is a network of legal practices based in South-East Asia. Member firms are independently constituted and 

regulated in accordance with relevant local legal requirements. Services provided by a member firm are governed by the terms of 

engagement between the member firm and the client. 

 

This Update is solely intended to provide general information and does not provide any advice or create any relationship, whether 
legally binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or 
damage which may result from accessing or relying on this Update. 
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Our Regional Presence 
 

 
 
 
 

Rajah & Tann Singapore LLP is one of the largest full-service law firms in Singapore, providing high quality advice to an impressive list of clients.  
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical 
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to 
offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, 
Malaysia, Myanmar, the Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South 
Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, through 
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly 
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein) 
without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your 
specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or e-mail Knowledge & Risk 
Management at eOASIS@rajahtann.com. 
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