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Abstract

In the claims settlement practice of employer’s liability insurance, insurers routinely incorporate
“Disability Compensation Ratio Tables” into standard contracts, determining compensation amounts
by directly correlating statutory disability grades with fixed payment ratios. This practice has sparked
significant judicial controversy regarding whether such clauses constitute “exemption clauses” as de-
fined in Paragraph 2, Article 17 of the Insurance Law. Current judicial decisions reveal a dichotomy
between the “Scope of Coverage Agreement Theory” and the “Substantive Exemption Theory”, reflect-
ing a broader conflict between “formalism” and “functionalism” in judicial review paradigms. Align-
ing with the “substance over form” functionalist approach, this paper argues that pursuant to Article
9 of the “Supreme People’s Court’s Interpretation (II) on Several Issues Concerning the Application
of the Insurance Law”, such clauses substantively mitigate the insurer’s statutory liability and thus
fall within the ambit of exemption clauses. Consequently, insurers bear the obligation to fulfill du-
ties of prominent reminder and explicit clarification; failure to do so renders the clauses invalid.
The paper further proposes a hierarchical judicial review framework and explores the applicability
of Article 19 of the Insurance Law for content control. These measures aim to harmonize adjudica-
tive standards, rectify imbalances inherent in standard-form contracts, and foster both substantive
fairness in insurance transactions and enhanced industry compliance.
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