
AN BILLE UM RANNIOCAI SLAINTE, 1978 
HEALTH CONTRIBUTIONS BILL, 1978

EXPLANATORY MEMORANDUM

Purpose of the Bill
1. The purpose of the Bill is to give effect to the decision of the 

Government

—to extend the scope of the existing scheme relating to obligation 
to pay health contributions so as to cover, with certain excep
tions, all individuals over 16 years of age who have an income;

—to change over from the present system of flat-rate contributions 
to income-related contributions.

2. The Health Contributions Act, 1971, provided for the payment 
of health contributions by persons, with certain exceptions, who have 
limited eligibility for themselves and their dependants for services 
under Part IV of the Health Act, 1970, in addition to those services 
to which the population in general is entitled. Under the new arrange
ments all individuals over 16 yeans of age with an income will, with 
certain exceptions, be obliged to pay health contributions. The con
tributions will be income-related and will be payable on a fixed per
centage basis subject to a ceiling.

Individuals who will not be liable for health contributions
3. Individuals who have, by virtue of Section 45 of the Health 

Act, 1970, full eligibility for services under Part IV of that Act 
(medical card holders), will not be liable for health contributions. If 
they are employees the cost will be borne by their employers.

4. Certain other individuals will not be liable for health contribu
tions e.g. persons in receipt of widows’ pensions under the Social 
Welfare code. The full list of such exemptions is set out in Section 
11(2) of the Bill.

Collection Arrangements
5. For the purposes of collection the community will be divided 

into three groupings, viz.

(i) individuals with income which is liable for income tax under
the PAYE system and who are insured under the Social 
Welfare Acts (Section 5);

(ii) individuals with income which is liable for income tax under
the PAYE system and who are not insurable under the 
Social Welfare Acts (Section 6);

(iii) individuals with income which does not fall within categories
(i) and (ii) above such as farmers, the self-employed and 
persons with investment income (Section 7).

6. In the case of employees the health contributions will be inte
grated with the new pay-related social insurance contributions and 
will be collected through the PAYE system. The Revenue Commis
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sioners will also administer the arrangements for the collection of 
health contributions from the self-employed and those with invest
ment income. In the case of farmers, collection arrangements will 
be administered by health boards save in the case of persons with 
other trades or professions who are assessed directly for income tax. 
In the latter cases collection arrangements will be administered by 
the Revenue Commissioners.

Possible liability for payment of contributions under different classi
fications of income and upper ceiling on total amount payable.

7. Depending on their circumstances individuals could have a 
liability to pay health contributions under more than one classifica
tion of income as described in paragraph 5 but there will be an upper 
limit on the amount payable in respect of any one individual in 
relation to a particular contribution year (Section 8).

Repeal of the Health Contributions Act, 1971, and subsequent 
amending Acts.

8. The introduction of a system of income-related health contribu
tions and the integration of the system with the collection arrange
ments outlined in paragraphs 5 and 6 of this memorandum makes it 
desirable to repeal the Health Contributions Act of 1971 and provide 
for the necessary legislative machinery in a new comprehensive Bill. 
The introduction of the new system will not affect the liability of 
persons in regard to the discharge of any arrears that may be due 
in respect of periods prior to the coming into force of the new 
system.

Sections of the Bill
9. Section 1 of the Bill contains definitions.

10. Section 2 covers the making by the Minister of regulations 
defining reckonable earnings, reckonable emoluments and reckonable 
income for the purposes of the Bill.

11. Section 3 provides for the repeal of the Health Contributions 
Acts, 1971 to 1978, from the commencement of Section 4 of the 
Bill.

12. Section 4 provides that, subject to the provisions of the Bill 
and any regulations made under it, health contributions are payable 
by or in respect of all individuals over 16 years of age.

13. Section 5 deals with persons who are employed contributors 
within the meaning of the Social Welfare Acts and who pay income 
tax through the PAYE system. In such cases the employment con
tribution already payable under the Social Welfare Acts will be 
increased by the amount of the health contribution which will be 
deemed to be an employment contribution. The effect of deeming the 
health contribution to be an employment contribution is to apply to 
the health contribution all the provisions of the Social Welfare Acts 
which, inter alia, make the employer liable to pay the health con
tribution in the first instance and give him power to recover, save 
in specified circumstances, the amount of the payment from the 
employee.

Paragraph (b) of Section 5 (1) places the liability for payment of 
health contributions in respect of employees who are medical card 
holders on their employers.

Section 5 (2) provides that no health contribution is payable on 
reckonable earnings in excess of £5,000.

14. Section 6 deals with the payment of health contributions by 
persons who are paying income tax through the PAYE system but 
who are not employed contributors under the Social Welfare Acts, 
(e.g. certain pensioners and proprietory directors).
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Section 6 (2) stipulates an amount of £5,000 as the ceiling up to 
which contributions will be payable under this section.

15. Section 7 deals with individuals with income not covered by 
either Section 5 or 6. These include individuals who are self- 
employed and are assessable for income tax purposes by way of 
direct assessment The rate of contribution specified in the Bill is one 
per cent of reckonable income. Those within the category also include 
farmers and individuals with investment income. Regulations to be 
made under Section 2 of the Bill will define reckonable income for 
the purposes of this section. It is intended that in defining reckonable 
income in the case of farmers (other than those with other profes
sions and trades who are under direct assessment from the Revenue 
Commissioners) reckonable income will be based on the rateable valu
ations, using an appropriate multiplier and taking into account the 
ceiling of £5,000 applicable for health contribution purposes.

16. Section 8 makes it clear that the maximum contribution pay
able under one or more than one of the groupings specified in 
Sections 5, 6 and 7 of the Bill shall not in total exceed in relation 
to any particular contribution year the amount appropriate to a 
ceiling of £5,000.

17. Section 9 provides that the income ceiling mentioned in Sections 
5 (2), 6 (2) and 8 and the rate of contribution specified in Sections 
5 (7) (a), 6 (7) and 7 shall be either confirmed or varied by regulations 
before the commencement date of Sections 5 to 8.

Section 9 (2) enables the rate of contribution to be varied by 
regulations.

Section 9 (3) enables the income ceiling for contribution purposes 
to be varied by regulations.

Section 9 (4) provides that when changing the income ceiling the 
Minister shall take into account any changes in the average earnings 
of workers in the transportable goods industries as recorded by the 
Central Statistics Office.

Section 9 (5) provides that regulations under Section 9 (2) or 9 (5) 
would not be made until a draft of the regulations had been approved 
by each House of the Oireachtas.

18. Section 10 (7) provides for the making of regulations to cover 
such matter as the determination of liability for health contributions, 
the time and manner of payment and the collection and recovery of 
health contributions.

Section 10 (2) enables the Minister to assign any of the functions 
in relation to any matter mentioned in Section 10 (7) to the Collector- 
General or to a health board as appropriate.

Section 10 (3) permits the application of the legal powers of the 
Collector-General in relation to recovery of income tax to the 
recovery of health contributions. It further provides that the certi
ficate of the Collector-General that amounts are due by any person 
is proof of the fact unless that person can prove the contrary.

Section 10 (3) also provides that health contributions due to 
health boards are recoverable as a simple contract debt

19. Section 11 exempts from payment of health contributions indi
viduals in receipt of widows’ pensions under the social welfare code 
and certain other like payments. The section also provides that 
holders of medical cards will be excluded from personal liability to 
pay health contributions.

20. Section 12 (7) provides for penalties for failure to comply 
with requirements of regulations or for making false statements or 
falsifying documents.
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Section 12 (2) provides for a penalty in relation to failure to pay 
health contributions.

21. Section 13 provides that contributions collected under the 
PAYE system will in the first instance be paid into the Social Insur
ance Fund and that these and all other contributions collected by 
the Revenue Commissioners and health boards are to be paid over to 
and disposed of by the Minister in accordance with regulations.

22. Section 14 provides that the Revenue Commissioners may 
supply to the Minister for Health or to a health board information 
regarding health contributions and other information necessary for 
the proper administration of the Health Act, 1970, and of the income- 
related health contributions scheme.

23. Section 15 (/) provides that in the case of the winding up of a 
company sums payable in respect of health contributions are given 
priority in the payment of creditors.

Section 15 (5) makes similar provision in the event of bankruptcy.

24. Section 16 provides that certain regulations shall be subject 
to the sanction of the Minister for Finance.

25. Section 17 provides that regulations (other than regulations 
made under Section 9 (2) or 9 (5)) must be laid before each House 
of the Oireachtas after they are made and are subject to annulment 
within twenty-one days after they have been laid before the House 
if a resolution to this effect is passed by the House.

26. Section 18 is the authority for incurring expenses in the admini
stration of the Act.

27. Section 19 deals with the commencement date.

28. Section 20 contains provision as to short title.

An Roinn Slainte,
Samhain, 1978.
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