
AN BILLE ARACHAIS, 1987 
INSURANCE BILL, 1987

EXPLANATORY AND FINANCIAL MEMORANDUM

The purpose of this Bill is to add to the Minister’s supervisory 
powers in relation to insurance companies; to provide powers to the 
Minister to regulate commission payments to insurance intermed
iaries; and to introduce a system for the regulation in the public 
interest of insurance brokers and agents.

The principal legislative provisions under which insurance com
panies operate in the State are to be found in the Insurance Companies 
Acts, 1909 to 1985 and in regulations on insurance made under the 
European Communities Act, principally, the European Communities 
(Non-Life Insurance) Regulations 1976 (S.I. 115 of 1976) and the 
European Communities (Life Assurance) Regulations 1984 (S.I. 57 
of 1984). These Acts and Regulations provide the basis for the 
regulation of insurers established in the State. They set out the 
functions and powers of the Minister, as the Supervisory Authority, 
and the Bill proposes to clarify and extend these powers in a number 
of respects. The opportunity is also being taken to up-date and clarify 
certain aspects of the Insurance Acts and to provide for other matters 
in the legislation. The new requirements in relation to supervision, 
up-dating etc. are contained in Part II of the Bill.

The provisions in Part III of the Bill in relation to commissions paid 
to intermediaries are essentially those contained in the Insurance Bill 
1982. That Bill was not proceeded with at that time in view of the 
commitment by insurers to operate on a self regulatory basis. The 
Minister, however, considers it advisable to take the powers in Part 
III which can be brought into effect should the interest of policyholders 
so warrant.

Part IV of the Bill sets out important new requirements in relation 
to insurance brokers and agents. There are no statutory provisions in 
this area at present, and the lack of measures to protect policyholders 
has caused some concern. The provisions in this Part of the Bill are 
drawn up with the interest of the policyholder as the over-riding 
concept. A system of recognition for brokers meeting certain stan
dards is envisaged. A scheme for compensation of clients of brokers 
who have collapsed is also provided for. Provisions on disqualification 
of certain persons from acting as broker or agent are set out in this 
Part of the Bill, together with powers to require brokers and agents 
to observe codes of conduct specified by the Minister.

Parts I and V of the Bill contain the usual provisions on commence
ment, citation, orders, fees, expenses, appeals etc. and other miscel
laneous matters. Power is being taken to enable the Minister to 
impose fees on insurers and bodies of insurance brokers to help defray 
the costs of supervision.

The provisions of each section are explained briefly as follows.
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PART I

Section 1 contains the usual short title, citation and commencement 
clauses.

Section 2 provides definitions of certain terms used in the Act.

Section 3 provides for offences and penalties under this Act, and 
for the increase of fines under previous Acts. The section also makes 
it an offence to provide false or misleading information to the Minister.

Section 4 sets out the procedure to be followed in the service on 
undertakings of notices, requisitions or directions by the Minister.

Section 5 empowers the Minister to make regulations to enable the 
Act to have full effect.

Section 6 provides for the revocation or amendment of orders under 
the Act.

Section 7 empowers the Minister, with the consent of the Minister 
for Finance, to provide by order for fees to be paid by the holders of 
insurance authorisations and by an applicant for recognition as an 
insurance broking body.

Section 8 contains the standard clause relating to the laying of 
orders before the Houses of the Oireachtas.

Section 9 provides for repeals as set out in the First Schedule to the 
Bill. These relate to spent provisions of the 1909 and 1936 Insurance 
Acts.

Section 10 provides for the expenses incurred by the Minister in the 
administration of the Act to be paid out of public moneys.

PART II

Section 11 empowers the Minister by regulation to specify the 
returns and documents to be submitted by holders of authorisations 
and allows the Minister to furnish such returns to the insurance 
supervisory authority of another Member State of the European 
Community where authorised or required by law (e.g. under a Council 
Directive or obligations arising therefrom).

Section 12 enables the Minister to make regulations in regard to 
certain technical aspects of insurance supervision mainly to do with 
the calculations of underwriting liabilities, reserving and valuation of 
assets, reinsurance and solvency.

Section 13 provides the Minister with important general powers to 
require information from insurers, to have the data duly attested by 
an actuary or an auditor, and to cast the net wide to include informa
tion on all bodies connected with the insurer. Failure to provide the 
information within the specified time may incur the suspension or 
revocation of an authorisation.

Section 14 permits the Minister to direct an investigation of the 
business of an insurer, or any aspect thereof, where the public interest 
or the interest of the policyholders so require and to require full 
information to be provided in the course of the investigation. Where 
practices detrimental to the interests of policyholders are revealed 
the Minister may direct that these cease. Failure to comply with this 
direction, or to provide information as mentioned above, may lead 
to the suspension or revocation of an authorisation.
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Section 15 contains provisions to enable the Minister to direct an 
insurer to take specific measures where he has reason to believe that 
the insurer is, or may be, unable to meet its liabilities or to meet the 
required margin of solvency. The measures reflect existing powers 
under the European Community regulations referred to earlier. These 
powers are also exercisable on grounds other than that of doubtful 
solvency. The Minister may apply to the High Court to have his 
direction confirmed by the Court. An insurer may similarly appeal to 
the Court. The Minister must notify another Member State before 
issuing a direction to an insurer whose head office is in that other 
Member State of the Community. Failure to comply with a direction 
may lead to suspension or revocation of the insurer’s authorisation.

Section 16 empowers the Minister to seek from insurers prior notice 
of policy terms and premium rates, as part of market supervision, and 
by order, to require the display by insurers of premium rates, or 
the provision of information to policyholders on policy terms and 
conditions.

Section 7 7 institutes a system to enable the Minister to seek particu
lars of the qualifications of existing or proposed directors, managers 
and authorised agents of insurers. (The authorised agent holds the 
local power of attorney for a foreign insurer with a branch office in 
the State.) If the Minister is not satisfied with the qualifications of the 
holder of a position he may require the insurer to take certain 
measures as outlined in section 15 and he may object to a proposed 
new appointment on the grounds that the person proposed is not 
suitably qualified. The section excludes the Minister from claims for 
loss of office arising either directly or indirectly from the section.

Section 18 enables the Minister to revoke an insurer’s authorisation 
in any class or part of a class of insurance if the insurer has ceased 
writing insurance, and to suspend the authorisation if the insurer has 
temporarily exited from the market in a class or part of a class of 
insurance. Conditions may be imposed by the Minister for removal 
of the suspension.

Section 19 prohibits direct insurers authorised in the State from 
accepting reinsurance business in classes of insurance for which they 
do not hold a direct authorisation. It also requires specialist reinsurers 
in the State to notify the Minister of their business and to publish 
their accounts in the form specified by the Minister.

Section 20 sets out a minimum paid-up share capital requirement 
for insurers of £500,000 and enables the Minister, by order, to specify 
the make-up of this capital and to amend the minimum paid-up capital 
amount referred to above.

Section 21 enables the Minister to attach conditions to authorisa
tions issued by him, and requires the holders of authorisations to 
comply with these conditions or face suspension or revocation of the 
authorisation.

Section 22 permits the amalgamation of industrial assurance and 
life assurance funds by life insurers and varies the minimum period 
of collection of industrial assurance premiums. The section also up
dates to more realistic amounts the sum specified in the Insurance 
Acts concerning the insuring of reasonable funeral expenses and the 
insuring of amounts on the lives of children under ten.

Section 23 is designed to remove any obstacles that may exist to the 
issue of certain group insurance policies due to a requirement of 
insurance law that each individual be named on the policy. The section 
will allow a class of unnamed persons to be inserted on the policy
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provided the description so inserted makes it possible to identify all 
persons who, at any given time, are entitled to benefit under the 
policy.

Section 24 extends to the Industrial Credit Corporation and Foir 
Teo certain facilities enjoyed by licensed banks since the Insurance 
(Amendment) Act, 1978 in relation to the giving of bonds and securi
ties as detailed in the section. The wording of the section is based on 
the relevant provisions in the Insurance (Amendment) Act, 1978.

Sections 25 and 26 taken together are designed to dovetail the 
application of the Insurance Acts and the Friendly Societies Acts in 
relation to the insurance activities of friendly societies. The sections 
are aimed at ensuring that the type of insurance activities permitted 
to be carried on by friendly societies (and in section 26 by trade 
unions) will relate essentially to mutual, self help, and small scale 
insurance activities.

Section 27 contains a provision to ensure that where a petition is 
made by someone other than the Minister for the winding-up of an 
insurer the Minister must be notified and shall be entitled to be heard 
on the petition.

. Section 28 removes the right to compensation via the insurance 
compensation fund for refunds of premium or payment of unsatisfied 
claims to policyholders/claimants of an insurance company being 
wound up. In its place it provides for payment of 65 per cent (or 
£650,000 per claim, whichever is the less) of unsatisfied claims for 
personal policyholders/claimants. Commercial and other concerns will 
not be entitled to compensation and no refunds of premium will be 
given. The section also removes the right of access to the compensation 
fund by the administrator of a company placed under administration 
any time after the passing of this Act (i.e. other than PMPA and ICI). 
The rights in question concern non-life business only.

Section 29 provides for life assurers to appoint a suitably qualified 
actuary, and specifies the duties of the actuary.

PART III

Section 30 empowers the Minister to require insurers to reduce the 
rate of commissions paid to insurance intermediaries, where he is of 
the opinion that these are excessive, by sending a notice in writing to 
the insurer. A copy of the notice must also be sent to all other 
insurers and they are placed under an equal obligation to reduce their 
commission payments to the level specified in the notice.

Section 31 prohibits commission payments being made in the form 
of benefits in kind or loans. It also prohibits any commission being 
paid until the premium has been received by the insurer.

Section 32 provides that an insurer convicted of an offence under 
section 30 or 31 may have its authorisation revoked by the Minister.

Section 33 prohibits advertising by persons convicted of an offence 
under section 30 or 31 unless commission rates are in line with those 
specified under a section 30 notice and payments of commissions are 
not in breach of section 31.

Section 34 makes it an offence for insurance intermediaries to accept 
commission payments prohibited by sections 30 and 31.
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Section 35 permits a party to a life assurance policy which was 
effected in contravention of sections 30 and 31 and where the insurer 
was convicted of an offence under those sections, to void the policy 
within one month of the date of the conviction. Any premiums paid 
are refundable together with interest at a rate fixed by the Minister 
by regulations.

Section 36 empowers the Minister to require insurers to furnish him 
with information in relation to commission rates generally.

PART IV

Section 37 specifies the qualifications required by persons before 
they can act as insurance brokers. They must either be a member of 
a body of insurance brokers recognised by the Minister or satisfy the 
Minister that they have equivalent qualifications.

Section 38 sets out the requirements for a body of insurance brokers 
to become a recognised body for the purposes of section 37.

Section 39 prohibits a person acting as an insurance broker unless 
he holds a bond to a value of not less than £100,000. It also provides 
that the bond, in the event of the broker failing to meet his financial 
obligations, will become available to a person nominated by the 
Minister who will apply the proceeds of the bond for the benefit of 
any of the broker’s clients who have suffered financial loss. Client 
means the policyholder or person who has asked the broker to arrange 
insurance on his behalf.

Section 40 provides that an insurance broker must keep a separate 
bank account in respect of moneys received by him from or for his 
clients.

Section 41 specifies insurance agents’ qualifications.

Section 42 provides that insurers keep a register of all appointed 
agents and forward a list of agents to the Minister. Both must be open 
for public inspection.

Section 43 defines the scope of “agency” in relation to insurance 
agents and tied insurance agents. Tied insurance agents are defined 
in the section.

Section 44 provides that where a premium is paid to an insurance 
agent in respect of a renewal of a policy invited by an insurer or in 
respect of an accepted proposal of insurance it shall be deemed to 
have been paid to the insurer.

Section 45 prohibits the payment of commissions to any broker or 
agent not complying with the Act.

Section 46 requires brokers and agents who have been convicted of 
offences in relation to their business to have the permission of the 
High Court to continue in business.

Section 47 disqualifies bankrupts and other specified persons from 
acting as insurance brokers or agents.

Section 48 empowers the Minister to prescribe codes of conduct for 
insurance brokers and agents.

Section 49 removes reinsurance contracts and reinsurance intermed
iaries from the scope of Part IV of the Act.
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PARTY

Section 50 requires the Minister to notify suspensions and revoca
tions of authorisations in writing and to specify reasons for the 
suspension or revocation. Appeal to the Court against suspension or 
revocation, or against a direction of the Minister under section 17, is 
also provided for.

Section 51 sets out the procedures the Minister must follow in 
revoking or suspending authorisations for undertakings which carry 
on business in other European Community Member States or have 
their head office in another Member State.

Section 52 amends section 3 of the Insurance Act, 1964 by requiring 
the Minister to have the consent of the Minister for Finance before 
waiving any debt due to the Insurance Compensation Fund.

Section 53 provides for the Minister, with the consent of the Minister 
for Finance, to specify a fee for the inspection of the register of 
authorisations, subject to a maximum fee of £10.

FIRST SCHEDULE

The First Schedule lists the enactments repealed by section 9 of the 
Act and sets out the extent of repeal.

SECOND SCHEDULE

The Second Schedule tabulates the increased penalties provided 
for in section 3(4).

THIRD SCHEDULE

The Third Schedule lists the provisions which must be covered in 
a scheme of operations submitted to the Minister by a body of brokers 
for recognition by him under section 38.

FINANCIAL IMPLICATIONS

The provisions in Part II of the Bill update the requirements 
in relation to insurance supervision but do not involve additional 
Exchequer cost.

The provisions in Part III of the Bill are in the nature of reserve 
powers but, even if activated, will not give rise to any significant 
additional Exchequer cost.

The provisions in Part IV of the Bill will introduce new regulatory 
requirements in the area of insurance intermediaries. No additional 
Exchequer cost is foreseen in the current year. For 1988 and suc
ceeding years, the full year cost is estimated at £210,000 at 1987 prices. 
An additional ten staff will be required.

An Roinn Tionscail agus Trdchtdla, 
Deireadh Fdmhair, 1987.

Wt. 157733/F/10. 1,100. 10/87. Cahill. (20754). G.16.
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