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EXPLANATORY MEMORANDUM

Introduction 

Object of Bill

1. The Bill is designed to allow for competition and to regulate the 
private health insurance market in accordance with the provisions of 
the EC Third Directive on Non-Life Insurance.

Main Features
2. (1) The Bill will require health insurance undertakings to 

comply with the principles of community rating (an undertaking 
must charge the same rate of premium for a given level of benefits 
irrespective of age, sex or health status), open enrolment (an under
taking is required, with certain qualifications, to provide cover to any 
individual who wishes to enrol) and lifetime cover (an undertaking 
may not, with certain qualifications, refuse to renew cover once an 
individual has enroled).

(2) The principle of community rating will be underpinned by 
requiring all health insurance undertakings offering cover for hospital 
in-patient services to provide a minimum level of benefits.

(3) It provides for the introduction of a risk equalisation scheme, 
which will, if the Minister considers it is necessary to do so having 
regard to the effects of the operation of community rating, open 
enrolment, life-time cover and related matters, provide for the sharing 
of certain adverse risk factors amongst undertakings.

(4) A Health Insurance Authority will be established primarily to 
implement a scheme of risk equalisation if such a scheme is necessary. 
In that event, the Authority will assume the regulatory functions 
assigned to the Minister under this Act and those dischargeable by 
the Minister for Enterprise and Employment under the Insurance 
Acts and Regulations. Even if risk equalisation is not introduced the 
Minister may establish the Authority if he considers it appropriate in 
the light of market developments.

(5) It requires that all health insurance undertakings be registered.



Provisions of Bill

PART I

Preliminary and General

Section 1 contains the short title and provides for a commencement 
day or days on which various provisions in the Act shall come into 
operation.

Section 2 contains the definitions. A health benefits undertaking is 
defined as a person carrying on health insurance business. Health 
insurance business means the business of effecting health and 
insurance contracts. A health insurance contract is a contract specifi
cally for the reimbursement or discharge in whole or in part of fees 
or charges for the provision of hospital in-patient services or ancillary 
health services. Hospital in-patient services means in-patient services 
within the meaning of the Health Act, 1970.

Section 3 provides for the making of regulations pursuant to this 
Act.

Section 4 provides for the imposition of fines on persons who 
contravene a provision of the Act or of regulations made pursuant to 
the Act.

Section 5 repeals the licencing provisions in sections 22, 23 and 24 
of the Voluntary Health Insurance Act, 1957.

Section 6 provides that expenses incurred by the Minister in the 
administration of the Act may be paid out of monies provided by the 
Oireachtas.

PART II

Health Insurance Contracts

Section 7 prohibits the making of non-community rated health 
insurance contracts. An undertaking may not vary the premium 
charged for a level of benefits regardless of the age, sex or health 
status of the individual. However, the section allows the provision of 
discounts for children, persons between the age of 18 and 21 years 
who are in fulltime education, and dependent on the subscriber, 
pensioners who are members of existing restricted membership 
schemes and groups of persons. A group scheme discount may not be 
more than 10 per cent, of the standard rate. Cover for long term care 
will not be community rated.

Section 8 obliges health insurance undertakings, with certain quali
fications, to provide cover to any individual who wishes to enrol 
regardless of age, sex or health status. An undertaking is not obliged 
to offer cover to an individual aged 65 years or over. The Minister 
may make regulations in respect of waiting periods for the receipt of 
benefit in respect of first entry, transfer between undertakings, re
entry, persons aged between 55 years and 64 years when enroling and 
in respect of pre-existing medical conditions. Restricted membership 
undertakings may not refuse to admit a person under 65 years who 
otherwise qualifies for membership. The section also provides that 
persons over 65 years of age, who are in insurance and whose health 
insurance undertaking ceases trading, will be entitled to enrol with 
another health insurance undertaking.
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Section 9 prohibits health insurance undertakings from refusing to 
renew or terminate cover once an individual has enroled, save in such 
circumstances as the Minister may prescribe in regulations.

Section 10 requires that all health insurance contracts, other than 
those relating solely to a ancillary health benefits, must provide a 
minimum level of benefits, as may be prescribed by the Minister in 
regulations.

Section 11 prohibits health insurance undertakings from offering 
“no claims bonuses”, cash payments or other inducements to indi
viduals to forego their insured entitlements or to avail of public 
hospital services or to terminate, not to enrol or not to renew their 
cover with that undertaking.

Section 12 allows the Minister to make regulations prescribing a 
risk equalisation scheme, which shall apply to each registered health 
insurance undertaking subject to the exclusion until 30 June, 1999 of 
existing restricted membership undertakings. The system, if intro
duced, will be implemented by the Health Insurance Authority.

PART III

Registration of Health Insurance Undertakings

Section 13 provides that every undertaking engaged in the business 
of health insurance in Ireland will be required to have its name 
entered on a register of health benefits undertakings before it can 
engage in the business of health insurance. The register will be 
maintained by the Minister for Health but, in the event of the Health 
Insurance Authority being established, it will then be maintained by 
the Authority. Under the provisions of the EC Third Directive on 
Non-Life Insurance, insurance companies with head offices in other 
EU Member States but trading either directly or through branch 
offices established in Ireland will be regulated by their home state 
authorities. In the case of insurance companies from EC Member 
States entry on the register of health benefits undertakings will be 
automatic, once they are duly authorised by their home state regu
latory authorities to engage in health insurance business in Ireland.

The VHI and any other health benefits undertaking lawfully 
engaged in the business of health insurance in Ireland immediately 
prior to this enactment will also be entitled to registration. Other 
undertakings wishing to engage in health insurance business in Ireland 
will have to apply to have their names entered on the register and will 
be required to satisfy certain conditions before registration will be 
granted.

Section 14 outlines the circumstances in which a health insurance 
undertaking may have its name removed from the register. In the 
case of health benefits undertakings authorised under the provision 
of the EC Third Directive on Non-Life Insurance, removal from the 
register will only occur if authorisation by the relevant regulatory 
authority is withdrawn. The section provides for an appeals procedure 
against removal from the register.

Section 15 provides that only registered undertakings can engage in 
the business of health insurance.

Section 16 provides for the introduction of a levy on registered 
undertakings to meet the costs and expenses of the Health Insurance



Authority in the performance of its functions. The levy will be 
introduced on the establishment of the Authority.

Section 17 provides that registered undertakings must maintain such 
records relating to health insurance business as the Minister may 
require and furnish to the Minister (or the Authority, if established) 
such information regarding their health insurance business as the 
Minister may require.

PART IV

The Health Insurance Authority

Section 18 provides that the Minister may by order appoint a day 
for the establishment of the Health Insurance Authority.

Section 19 provides for the establishment of the Authority.

Section 20 provides that the functions of the Authority shall be to 
supervise and monitor compliance with the regulatory provisions of 
this Act and implement the risk equalisation scheme.

Section 21 allows the Minister, with the consent of the Minister 
for Finance and, in regard to additional functions relating to the 
supervision of registered undertakings, the Minister for Enterprise 
and Employment, to confer on the Authority additional functions in 
relation to insurance and related matters that he or she considers 
necessary. These will also include the relevant functions now dis
charged by the Minister for Enterprise and Employment under the 
Insurance Acts and Regulations.

Section 22 allows the Authority to engage such consultants and 
advisers as it considers necessary for the performance of its functions, 
with the approval of the Minister.

Section 23 allows the Authority to borrow money with the approval 
of the Minister and the Minister for Finance.

Section 24 sets down the conditions under which gifts may be 
accepted by the Authority.

Section 25 provides for the appointment and lays down the functions 
of a chief officer of the Authority to be known as the Registrar.

Section 26 provides for the appointment of the staff of the Authority 
and the terms and conditions of employment of such staff.

Section 27 provides for schemes of superannuation of staff of the 
Authority.

Section 28 prohibits members of either House of the Oireachtas or 
of the European Parliament from membership of the Authority.

Section 29 allows the Minister, with the consent of the Minister for 
Finance, to make advances to the Authority for the purposes of 
meeting any expenditure it incurs in the performance of its functions.

Section 30 requires members of the Authority to disclose any 
material or financial interests relating to a proposed contract of the 
Authority.
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Section 31 provides for the keeping of accounts by the Authority 
and their audit by the Comptroller and Auditor General.

Section 32 provides for the furnishing of reports and information to 
the Minister by the Authority.

Section 33 prohibits a person from disclosing information obtained 
in performing his or her duties as a member of staff of or as an adviser 
or consultant to the Authority, without the consent of the Authority.

The Schedule contains provisions on the membership and operation 
of the Authority.

An Roinn Slainte,
Meitheamh, 1994.

Wt. P36679/B/6. 925. 6/94. Cahill. (X27410). G.16.
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