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Mr David Hicks 5 August 2019 \2@
A/g Chief Financial Officer o‘\
Department of Health
Scarborough House, Atlantic Street, Woden Town Centre, ACT (QQQ
0
Dear David Qfég
! Z

We have completed our engagement to assist the Department of Health (“the Departw” or “Health”)
document the likely impact of Australian Accounting Standards arising out of the identified potential
duplicate payments under the Medicare Benefits Schedule (MBS) in preparation hsqighe 2018-19
financial statements. Our engagement was performed in accordance with ou cg?ement of Work (SOW)
dated 24 May 2019 under our Agreement, and our procedures were limited® those described in the

SOW.
?g)
Results of our work O{\
O
Based on our procedures performed during the period 24 (0'5 August 2019 we prepared the
following work product for your use. Management of t artment reviewed these documents for

completeness, accuracy and reasonableness. Decisio%h arding the Department’s application of
Australian Accounting Standards were made solely e Department’s management.

To the extent we provided observations as t may be the views of the Department’s independent
auditor, such observations may have bee e without having any discussion with the Department’s
independent auditor and may not refl eir actual views on a particular topic or issue. Management
is responsible for obtaining the concéence of its independent auditor on the appropriateness of the
accounting policies that manage@{ has selected and the related financial statement disclosures.

Y
Background &
9 Qé

Arecent performance@udit conducted by the ANAO identified potential duplicate payments arising
under the MBS. A mmendation was therefore made for Health to investigate and potentially
recover these (@L'mts In conjunction with the States and Territories, Health is in the process of
conducting a?) ternal review of this recommendation and are in the early phases of identifying a
project play 0 do so.

Q artment engaged EY to provide advice to Health’s Chief Financial Officer (CFO) in connection
the preparation of the 2018-19 financial statements as described below:

e Arrange meetings with key Health staff necessary to discuss and obtain background
information relevant to the MBS and the ANAO’s recommendation;

e Provide assistance with the interpretation of relevant Australian Accounting Standards and
practices and an understanding of the work already undertaken by management, in order to set
out the relevant considerations as to whether Health would be required to either record an

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation

FOI 1305 Document 1 1of19


https://ey.com/au

Ernst & Young Tel: +61 2 6267 3888
121 Marcus Clarke Street Fax: +61 2 6246 1500
CanberraACT 2600 Australia ey.com/au

Building a better GPO Box 281 Canberra ACT 2601

working world

N
asset (receivable) or disclose a contingent asset and in either case whether it is possible to \2@
quantify this for recognition/disclosure purposes; and o‘\
e Document in a position paper the analysis, assessment and conclusions. Q\'
Z
S
Scope of our work >

In connection with our engagement, we held discussions with and made inquiries of the D@%ment’s
Finance and Provider Benefits Integrity Division personnel for the purpose of obtaininr%@ information
we deemed necessary to complete the report. We also obtained and read the Department’s financial

statements and certain limited accounting records. q/\o
The detailed list of procedures performed by us is included in our SOW da May 2019 under our

Agreement. Any differences between the procedures set forth in our wogk pfoduct and those set forth
in our SOW dated 24 May 2019 under our Agreement reflect modifications that were made at your
request or discussed with you during the course of the engagement:

O

of Health’s management and was

e Department. We have not sought to
lanations provided by management.

Our work was performed under the direction of the Depart
based on inquiries of, and discussions with, management
confirm the accuracy of the data or the information an

We did not provide a professional opinion on the a{&lication of accounting principles pursuant to
Section 230 of the International Federation of untants (IFAC) Code of Ethics for Professional
Accountants or to Section 230 of the Accounting Professional & Ethical Standards Board (APESB) APES
110 Code of Ethics for Professional Accq&@%nts.

The procedures that we performed@ere advisory in nature and do not constitute an audit conducted in
accordance with generally acce auditing standards or other assurance, review or related services in
accordance with standaw lished by the International Auditing and Assurance Standards Board or

by the Australian Auditin Assurance Standards Board.

While we believe th@ormation obtained is substantially responsive to your request, we are notin a
position to asses%i?sufficiency for your purposes. In addition, we have no responsibility to update the
work produc%@events or circumstances occurring after the date of the work product.

<

Our workdoes not include the provision of legal advice and we make no representations regarding
questi&}as of legal interpretation of any possible structure or strategy. We make no representation
re ing the sufficiency of our work either for purposes for which our work product have been

uested or for any other purpose. The sufficiency of the work we performed is solely the responsibility

“O'of the Department.

The determination of whether or not a particular transaction structure or strategy should be
implemented is the sole responsibility of the Department’s management. The accounting for the
transaction structure under International Financial Reporting Standards and Australian Accounting
Standards is the responsibility of the management of the Department.
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Our work has been limited in scope and time, and more detailed procedures may reveal issues that this \2@
engagement has not. O’\

3
Restrictions on the use of our work product (QQ}\
&
The report is intended solely for the information of the Department. Therefore, our work prod @or
portions thereof, should not be referred to or distributed to any other person or entity, other&n the
Department’s auditors and legal counsel. It is not to be referred to or quoted, in whole or inpart, in any
registration statement, prospectus, public filing, loan agreement, or other agreement c{\gocument

without our prior written approval. \\\'
Q
We appreciate the cooperation and assistance provided to us during the coyé%qyf our work. If you have
any questions, please call S47F ons47F ors47F 0 .
- o

Yours sincerely ?\

: \00

N\
Ervst ¢ Yoo ~ L

N\
<O
Ernst & Young ;\\(\
)
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Our engagement was performed in accordance with our Statement of Work dated 24 May 2019. This
report does not constitute an audit conducted in accordance with generally accepted auditing standards
or other assurance, review or related services in accordance with standards established by the
International Auditing and Assurance Standards Board or by the Australian Auditing and Assurance
Standards Board. Accordingly, we do not express an opinion or any other form of assurance on the (QQJ
financial statements of the Department or any financial or other information of the Department. (ég\
Our work does not include the provision of legal advice and we make no representations r@\g
questions of legal interpretation of any possible structure or strategy. We make no repre@ ation
regarding the sufficiency of our work either for purposes for which this analysis has b@requested or
for any other purpose. The sufficiency of the work we performed is solely the res@ibility of the
Department, as are any decisions with respect to the proposed transaction. q/

To the extent we provide observations as to what may be the views of thefﬁgbartment’s independent
auditor, such observations may have been made without having any dis@ssion with the Department’s
independent auditor and may not reflect their actual views on a particgiar topic or issue. You are
responsible for obtaining the concurrence of your independent aggitor on the appropriateness of the
accounting policies that you have selected and the related fina@al statement disclosures.

The determination of whether or not a particular transaq"\@% structure or strategy should be
implemented is the sole responsibility of the Depart s management. The accounting for the
transaction structure under International FinancialReporting Standards and Australian Accounting
Standards is the responsibility of the managemQQt of the Department.

O
It is understood that this analysis is solely @;}he information of the Department. Therefore, this
analysis, or portions thereof, should netsé referred to or distributed to any other person or entity,
other than the Department’s audit nd legal counsel. It is not to be referred to or quoted, in whole or
in part, in any registration state %prospectus, public filing, loan agreement, or other agreement or
document without our prior \@uten approval.
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1 Introduction Q&
S\Q\

)
1.1 Background QJ{\\

The Medicare Benefits Schedule (MBS) is a program under which the Australian Government partl;’ée$
fully subsides a range of medical and hospital services. A Medicare Benefit is an assigned benefj (Q'the
patient but may be claimed on behalf of the patient directly by an eligible provider. Depen@o the
nature of the particular services provided, payment can be obtained from the Australian@o ernment
according to each specified rebate amount listed within the MBS. The MBS is administ@d and paid
through the Department of Health (“the Department” or “Health”). ‘Qﬁ

A separate mechanism, namely, the National Health Reform Agreement (NHR%% a funding agreement
for Australian Public Hospital services and governance arrangements for prifnary health and aged care
between the Australian Government and each Australian State and Terri which is administered and
paid by the Department of the Treasury. The NHRA funds hospitals se@foes provided to both public and
eligible private patients, teaching and training functions underta public hospitals or other
organisations, research undertaken in public hospitals and pu ealth activities.

o S
1.2 Summary of potential duplicate fundn\@@sue

The NHRA specifies that the Australian Govern r@WiII not fund patient services through this
agreement if the same service, or any part of ghe'same service, is funded through any other Australian
Government program, including the MBS. e are similar provisions in the MBS legislation to prevent
double funding (section 19 (2) of the Insurance Act 1973).

However, a potential issue has arisen in relation to certain services (for example services provided by
General Practitioners (GP’s) or P%‘}\te Practitioners (PP’s) eligible for payment under the MBS) provided
in public hospitals (which ar: @parately funded under the NHRA). This issue arises, in part, due to the
fact that the practitioner S@sponsible for making a claim under the MBS for an eligible service,
whereas a separate e%i the public hospital) is responsible for making claims under the NHRA.

The Auditor-Gen eport No.26 2018-19 (ANAO audit report) recommended that the Department of
Health should\ rtake steps to:
<

a) Idg;}ify and prevent potential duplicate payments, including Medicare Benefits Schedule
yments, by the Australian Government for public hospital services; and
Q’&) Identify and recover past duplicate payments to the maximum extent permitted by law.

<

@he identification of any potential claims will require an analysis of the data underpinning claims made

under both mechanisms to isolate instances of duplicate payment for the same service and exclude any
‘false positives’ where payments are legitimately made under both schemes (for example, where two
separate services are provided on the same day).

In order to conduct this analysis, episode level data from each State and Territory is required to be
collected.
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The Department considers that the future effectiveness of any compliance investigations is largely

dependent on agreement by stakeholders about the use of relevant data, and will continue to work with s\\z\
the States and Territories and the independent agencies to identify, prevent and recover duplicate Q)
payments where possible. QJQ\'

The purpose of this paper is to document the Department’s assessment as to whether a financial \5&
representing the right to recover any duplicate funding should be recognised in the financial statéments

as at 30 June 2019.
QJQQJ
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2 Executive summary: Proposed accounting treatment \39(&
N

It is proposed that no asset is recognised in the financial statements, but disclosure (in accordance with Q\'
AASB 101.125) is made regarding the nature of the uncertainty, if considered significant. <

&

Q

e Under the Australian Accounting Standards Board’s (AASB) Conceptual Framework, a Qis
defined as a resource controlled by the entity as a result of past events and from whichvfuture
economic benefits are expected to flow to the entity. In this case, the payment o@u licate claims
(under both the MBS and NHRA) could be considered to represent a ‘past event) and the right to
recover future economic benefits arises if it is determined that the Departa]s has the legal right
to recover those claims in the event that duplicates are identified. Q)(b

Y

e Evenwhere it is determined that an asset exists, in order to qual%‘f}r recognition in the financial
statements, it must be probable that the future economic b;&ﬁ will flow to the entity, and the

The relevant accounting guidance considered in this paper is as follows:

asset must have a value that can be measured reliably. If th et cannot be measured reliably,
then the asset is not recorded in the financial statements@owever, if significant, it is likely that
disclosure of the nature of the uncertainty would be r(@red under AASB 101 Presentation of

Financial Statements. <O
L
e If no asset exists (either because it cannot be &learly demonstrated that the Department has the
right to recover duplicate claims), or it is lear which party does have that right, then a

contingent asset may instead exist. A ngent asset arises from unplanned or other unexpected
events that give rise to the possibil %1‘ an inflow of benefits, but not a right. Contingent assets
may also require disclosure, but@esnot recognised in the financial statements in accordance with
AASB 137 Provisions, Contin%ﬁz Liabilities and Contingent Assets.

\\,

The preliminary conclusio@fising from the analysis are as follows:

e The Department @pears to have the ‘right to recover’ future economic benefits, given that it has
been establishef'that recovery of past duplicate payments will occur under the MBS (as opposed to
the NHRA result of the Department’s planned investigative activities and that the Department
will ultingately record any subsequent income. As such, it is likely that an asset exists in accordance
with ¢he' AASB’s Conceptual Framework.

. Q"Uowever, the value of this asset does not appear to be reliably measurable given the uncertainty of

@, whether duplicate payments even exist due to the limitations with the matched MBS data and the
\)(Q likelihood of recovery from practitioners in the event of a duplicate claim. Factors supporting the
600 conclusion that the value of the asset is not reliably measurable include:
\6 o No analysis of the matched public hospitals MBS data has occurred; and
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The range provided in the ANAO audit report has a number of limitations including, but not Q:b'

limited to, how practitioners are coded in the system, the number of specialities a s\\z\
practitioner can have registered, the lack of time stamping on data and establishing whether =~ O
medical services provided on the day of a patient's hospital admission or discharge was Q\'
actually provided by the hospital rather than another person or facility. @QJ

>
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3 Summary of ANAO finding &
\

3.1 Potential duplication of payments Qf\\

MBS data is currently provided by the Department of Health to the National Health Funding Bodyo’g\'
(Funding Body) for the purpose of matching activity data to identify potential duplicate paym@%. This
data is compared to NHRA data provided to the Funding Body by the States and Territorie@owever
due to the lack of agreement between stakeholders about the use of relevant data in ion to the
complexities and segregation of data collection including the level at which datais r ed, the Funding
Body has been unable to accurately monitor potential duplicate payments made bithe Australian
Government for Public Hospital services through the NHRA and MBS. The lac greement between all
parties involved has also meant that the Department of Health has not ha(x@lely access to the matched
Public Hospitals data that would facilitate more comprehensive complia@;e and recovery action on
potential duplicate MBS payments. ?\

In 2013 the Funding Body developed data matching business ru@qo identify situations where services
are funded by both NHRA and MBS sources, and applied the (€ Medicare numbers to identify where
one Medicare number was used to claim for a service b %‘gsaer the NHRA and the MBS, since the
Medicare number links the hospital service to the M ord. This data matching process identified
potential situations of duplicate funding yet did notéesult in adjustments to Australian Government
funding as further investigation was required to confirm whether or not a duplicate payment had
actually occurred. QO

Since initial identification of this issue th stralian Government and State and Territory government
ministers and officials have discusse ions for data matching to occur, with Health engaging with the
Australian Government Solicitor in March 2018. Following agreement by Ministers in April 2018 to
proceed with the data matchin '&rk, the Funding Body reviewed and updated the business rules
developed in 2013 and a\p@l& ese rules to data from 2014-15 to 2016-17. The business rules applied

were agreed to by both t stralian Government and States and Territories.

As a result of the p;%@inary data matching work identified in the ANAO audit report, estimates of
potential Australi overnment duplicate payments for public hospital services range from $122
million to $332@itlion per year. However, these matches have not been investigated further to confirm
that duplica( BS/NHRA funding actually occurred.

Thera (?1 the above mentioned estimates is due to data-related difficulties in establishing whether or
notanMBS claim relating to medical services provided on the day of a patient's hospital admission or
issNarge was actually provided by the hospital or another person or medical facility. For example, what
& referred to as a ‘false positive’ match may occur where a patient has seen a GP on a particular

N morning, claiming under the MBS and has then subsequently been admitted to hospital later that same

day, claiming under the NHRA. While based on the business rules a match is identified, a legitimate
claim under both sources of funding has occurred.

This is in contrast to a potential duplicate payment, where for example, a GP working within a hospital
claims for a service rendered under the MBS and the hospital also separately claims for outpatient
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services under the NHRA for the same appointment. In this case the patient’s Medicare PIN is matched <
in both the MBS and Hospital data for the same day and the GP’s billing location is matched to the s\‘z‘
hospitals address. Q)

¥
Furthermore, doctors can be classified within the data as GP’s if at any stage during their careers they QJQ
were employed as a GP, despite the doctor now being for example a specialist (or indeed both). A
service rendered by that doctor will flag as a ‘GP service’. Alternatively, doctors may work a few days a
week as a specialist and a few days a week as a GP and as such in the absence of detailed inv ations
on potential duplicate claims it cannot be readily verified whether or not the services Were@ndered by
the doctor in their capacity as a GP or as a specialist or whether they were working in capacity as a
private practitioner in the hospital or for the hospital delivering services to public patjents.

Due to concerns raised by the States and Territories regarding the intended u he data, there was a
considerable delay in Health gaining access to the required data, with matcf@ﬁ%blic hospitals MBS
data only recently being provided to Health from the Funding Body on 24\Me 2019. From this date the
Department will perform the required investigations with the aim of rming genuine duplicate
funding that has occurred which is anticipated to take several months to properly conclude. The
Department’s project plan contemplates them working toward @sition of completing the initial
compliance audits during the 2019-20 financial year. (o

o‘ﬁQ

3.2 Planned investigative activities s\\ﬁs\\

O

Initial analysis of the matched public hospitals MBS data received will focus on identifying themes and
trends, for example whether there are partigutar services or States and Territories that are higher risk.
The Department is able to analyse the mat¢hed public hospitals’ MBS data to a greater extent as they
have access to information the Fundidg‘Body did not, for example location specific details. Adding the
additional data will aid in isolating the “false positives’ outlined above in Section 3.1 above. In some
instances, medical advisors will ngaged to facilitate this analysis. In order to conclude that a
matched service is a legitim @}ecovery claim, evidence supporting the claim will be requested. In some
cases, this will involve dir guestioning and seeking evidence from the practitioner linked to the
duplicate claim. 6

Once the initial d @gﬁatching exercise is complete, round table discussions will be held with all parties
involved inclu Q&he States and Territories and in some cases the hospital administrators. In addition
to the discuss$ions held, Health is required to complete a report for the Council of Australian
Governr%@ts (COAG) outlining the initial outcomes of the analysis.

Whi@%e report was due on 30 June 2019, due to the significant delay in receiving the matched public
I—t%@itals MBS data from the Funding Body, Health will only be in a position to deliver the report in the
ter stages of the 2019-20 financial year at the earliest. Until this report is complete Health will not

¢, fully understand the validity of the data and will not be able to provide a first indication of the potential

volume and amount of potential duplicate claims. The Provider Benefits Integrity Division have indicated
there is insufficient time to quantify an amount before signing of the financial statements.

Health as part of this process will request voluntary evidence and repayment by identified practitioners.
A letter from Health will be provided to each practitioner to reflect on the circumstances of the
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identified match claims and submit a voluntary acknowledgement where the practitioner identifies that
the patient was not eligible for an MBS service as they were a public patient at the time of the claim. The s\\z\
practitioners however are not legally obliged to respond to such requests. Any repayments from this Q)
process cannot be quantified as it is uncertain how many practitioners will respond. @Q\

Once the COAG report is finalised and detailed investigative activities commence, in the absence o@
voluntary repayments, under s 129AA of the Health Insurance Act 1973, Health can issue a noti

provide evidence of a claim. However a notice may only be given in respect of a professional ice that
was rendered in the period of 2 years immediately before the notice is given. Outside of th@ year
period from the date the notice is provided, Health cannot compel the practitioner to g@ﬁde evidence
and will be relying solely on discretionary payments from the practitioner outlined akove. In all cases
the parties may dispute claims identified by Health. q;o

The States and Territories have requested that where the Australian Goverr@lt undertake MBS
compliance activities and identify double funding leading to the recover o%payments from health
providers, any recovery be made under the MBS, rather than adjusting,ghRA funding. This is partly due
to the fact that the NHRA does not appear to specify a mechanism ,@ revent and/or recover Australian
Government duplicate funding for services, whereas the MBS co{@ms specific recovery provisions.

Where amounts are to be recovered under the MBS the Da§$tment will seek to recover the amounts
from the practitioner who made the MBS claim. Howe rom 1 July 2019 a practitioner can nominate

their employer who will be jointly responsible for a t, for example a health or medical practice,
corporate provider, hospital or other entity a healtdprofessional is engaged with to provide health
services. This is referred to as the shared deb very scheme. The scheme will enable the Department
to hold an employing or contracting organisation responsible for a portion of any debts incurred as a
result of incorrect claiming. &Q)QJ
Qf‘
$
&
O
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4 Relevant accounting guidance Q&
N

4.1 Definitions QJ(\‘

An asset is defined by the AASB Framework for the Preparation and Presentation of Financial Sta@’q\fents
(the Framework) as a resource controlled by an entity as a result of past events and from whi@Quture
economic benefits are expected to flow to the entity.!

<
However, this definition includes items that are not recognised as assets in financial st@ments because
they do not satisfy the criteria for recognition (namely, that it is probable that anx@.lre economic
benefit associated with the item will flow to or from the entity, and the item has]ﬁ ost or value that can

be measured with reliability).? Q)

Conversely, Australian Accounting Standard AASB 137 Provisions, con%@}nt liabilities and contingent
assets (“AASB 137”) defines a contingent asset as a possible asset arises from past events and
whose existence will be confirmed only by the occurrence or non{gccurrence of one or more uncertain

future events not wholly within the control of the entity.® Co ent assets usually arise from
unplanned or other unexpected events that give rise to thgﬁ%ssibility of an inflow of economic benefits
to the entity. *

Q
O
S

4.2 Recognition and measurement {Q

As described above, an asset is recogmse@ he Statement of Financial Position when it is probable that
the future benefits embodied in the z@i& Il eventuate and the asset possess a cost or other value that
can be measured reliably.® The termpprobable’ is defined as the chance of the future economic benefits
arising is more likely than not®. \‘(,\

An asset which, ata particu@zpoint in time, fails the test of ‘probable future economic benefits’ may
nonetheless qualify for @%nition as an asset at a later date as a result of subsequent transactions or
other subsequent eve@s

Additionally, mfo@ca’étlon is reliable when it is complete, neutral and free from error. It is important that
financial info ion be reliable and not potentially misleading. For example, disputed claims would not
normally 2)"{ cognised as an asset prior to judgement.

S"Zf
@Q

1 Framework for the Preparation and Presentation of Financial Statements, para 49(a)

2 Framework for the Preparation and Presentation of Financial Statements, para 50

3 AASB 137.10

4 AASB 137 32

5 Framework for the Preparation and Presentation of Financial Statements, para 83 and 89
6 AASB 5.A & AASB 137.23
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In contrast to assets, contingent assets are not recognised in financial statements since this could result <
in the recognition of income that may never be realised. However, when the realisation of income is s\‘z‘
‘virtually certain’, then the related asset is not a contingent asset and its recognition is appropriate.’ Q)

‘Virtually certain’ is considered a much higher hurdle than ‘probable’ and more challenging than the QJQ
term ‘highly probable’, defined as significantly more likely than probable. Virtually certain may be x§
interpreted as being as close to 100% as to make any remaining uncertainty insignificant. What tf
means in practice requires each case to be decided on its merits and any judgement should bgfﬁade in
the knowledge that, in any event, it is rarely possible to accurately assess the probability o@e outcome
of a particular event. 8

S

While a contingent asset is not recognised it may require disclosure where an ian@f economic
benefits is probable. ‘Probable’ means that the event is more likely than not t&)@cur; thatis, ithas a

probability greater than 50%.2 @

The recognition criteria are summarised in the table below. ?S’}f
Where, as a result of past event, there is a possible Where, aga¥esult of a past events, future
asset whose existence will be confirmed only by the econo @enefits are controlled by the entity
occurrence or non-occurrence of one of more uncertain and,@?t'em can be measured reliably.
future events not wholly within the control of the \O\
entity. O
The inflow of The inflow of The iandw“The asset is not contingent and shall be
economic benefits economic benefits | ifno O recognised when the value can be measured
is virtually certain. is probable, but not @Ie. reliably.

virtually certain. 8

The asset is not No asset is QCNO asset is
contingent and shall | recognised. A\ recognised
be recognised. Disclosures are, and no

required W®1 may | disclosures

include, nature are
and unt. required.
N
4.3 Disclosure @6
>’
<

Assets that @ﬁot recognised only because they do not possess a cost or other value that can be
measurect&e iably may also warrant disclosure in the notes in the financial report because knowledge of
the assel8is considered to be relevant to the users of the financial report in making and evaluating

degj i§s about the allocation of scarce resources. For example, an entity may, at the reporting date, be
&ed in litigation in pursuit of an amount. While it may be probable that future economic benefits

\}{%ill eventuate, it may be impossible to reliably measure the value of the claim. Nonetheless, disclosure

of the claim, if material, could assist users in making assessments related to the present and expected
future financial position of the entity.®

7 AASB 137 31&33
8 AASB 137 34
© Framework for the Preparation and Presentation of Financial Statements, para 86 and 88
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&

Such disclosure may occur under AASB 101 Presentation of Financial Statements. An entity shall disclose QJ(O’
information about the assumptions it makes about the future, and other major sources of estimation s\\z\
uncertainty at the end of the reporting period, that have a significant risk of resulting in a material Q)

adjustment to the carrying amounts of assets and liabilities within the next financial year. In respect of (N
those assets and liabilities, the notes shall include details of their nature and their carrying amount
the end of the reporting period.*° (ég\.

Where inflow of economic benefits from a contingent asset is ‘probable’, an entity is requiret@
disclose a brief description of the nature of the contingent asset at the end of the reportin@eriod, and,
where practicable, an estimate of its financial effect, measured using the principles sete& for provisions
in AASB 137 paragraphs 36-52.1! \\\'

In extremely rare cases, where disclosure of some or all of the information regg&?can be expected to
prejudice seriously the position of the entity in a dispute with other parties ahy'the subject matter of the
contingent asset, an entity need not disclose the information, but shall dj avse the general nature of
the dispute, together with the fact that, and reason why, the informati as not been disclosed.*

N\
;\}O

>
&

10 AASB 101.125
11 AASB 137.89
12 AASB 137.92

10
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5 Application of relevant accounting guidance \2@@
X

As outlined in section 4 above, the key requirements of AASB 137 and the Framework to be considered Q\'
in relation to the potential MBS recoveries for the 2018-19 financial year are whether: (Q@
&

e The amounts meet the definition of an asset and the recognition criteria, and should theféfore
be recognised; or <
e The amounts meet the definition of a contingent asset and therefore may requir@&closure.

$

The below graphic summarises the criteria within the relevant guidance. \&
Do not recognise \'X' Recognise asset
N 1 ?S) y 7 Y
. o es
Is it a resource controlled by .{\\
the entity as a result of a past Yes | Itis probable thatany fut '5\0 Yes Does the item have a cost or
event and from which future »| economic benefit associ with value that can be measured
economic benefits are the item will flow to the entitv? reliably?
expected to flow to the entity? O
\\{\ No
@) \ 4
No O{Q Dlsclos.e uncertainty but do not
6 recognise asset
v << <
Is the item a possible asset that Ye Is it virtually certain, probable or Is it practical to estimate the
arises from past events and ;\:\ » remote that an inflow of » financial effect?
whose existence will be N economic benefits will occur?
p
confirmed only by the @
occurrence or non-occurreé\ Virtually No Yes
of one or more uncertaiw re Certai VProbabIe Remote
events not wholly wit e - - ) .
. Recognise Disclose No Impact Disclose Disclose
control of the entit . .. .
& asset contingent description potential
&@ asset only amount

o

An an$(g; of the application of these requirements to the Department’s current scenario is also
o&éred below. Consistent with the requirements of the applicable standards outlined above, this

\}@nalysis has been prepared on the basis of available evidence as at 30 June 2019 and does not consider
O

S actions or information subsequent to this date.

R
L
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5.1 Recognition of an asset

Concept Relevant background Analysis
Control of any Where a duplicate payment is Criterion met. ‘Q\
futurg economic |dent|f.|ed through agreed data To the extent duplicate payments (a past event) h &
benefits arising matching arrangements, the L .
. occurred these give rise to a receivable under B’@'
from a past Department will seek to recover : A
! : compliance activities. Both the MBS and NH S
event. duplicate payments for public ; e . . \
. 4 identified in section 1.2 above, contain p S
hospital services under MBS s L
: outlining that activities are to be fund ough one
compliance. Recovery under the MBS mechanism onl
rather than the NHRA has been y: ’{,(\
agreed to by the Australian Future economic benefits ari é@]e form of cash
Government and the States and .
oo . repayments receivable by epartment of Health.
Territories and the MBS contains
specific clauses for recovery in Future economic benefi o-Pepresent the capacity to
contrast to the NHRA. provide benefits to ghied parties through the use of assets.
The ANAO audit report identified as Debtors are directctaims t(_) cash |r_1flows Whl(?h are
N expected to when third parties pay their accounts.
a result of the preliminary data ; . : S
. . Despite Health' not pursuing profit objectives as a not-for-
matching work potential . . ; X
profit lian Government entity, the future economic
overpayments and therefore . .
; . ben receivable) can be used to provide goods and
potential receivables for Health . : AU
o S es in accordance with the Department’s objectives,
range from $122 million to $332 .
L ‘tather than to generate net cash inflows. Health may use
million per year over the lastthree . ; . .
ears the duplicate payments received to achieve their
years. 6((\ outcomes, including funding future legitimate claims
However, this range is subj 60 the under the MBS, thus satisfying the definition.
limitations identified in s@n 3.1 The Department’s right to recover duplicate claims has
above. Q been established between the Department and the States
< and Territories who have agreed that Health (under the
"\(\ MBS recovery provisions) are to undertake compliance
GQ} action and recover any duplicate payments.
N
%)
S
(o
N2
%)
S
&
\,
S
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Concept Relevant background Analysis
Probability of In order to be able to quantify any Criterion met. )
IJuet#(;?i ticonomlc 23;3::;' r(‘:r:ilsntmt)zhgofg:)(l);vt?(?' It is_probqble (i.e.,.more likely than not.) base_d on t_he ‘Q\
' available information at 30 June 2019 including eviderge
- . contained within the ANAO audit report and preli ry
¢ Eﬁéf%rgciséelmll?car% :ni?g?i/l(gs details obtained from MBS compliance activiti at
data receive dpto : dentif;F/) and Health will recover some duplicate paymen Q/hile
) L Health may never collect some amounts{far example
remove ‘false p05|-t|ves " . where the practitioner cannot be contétted, the available
* Hold rognd_tab le dISC_USSIOr.]S with evidence suggests it is probable so ayments will be
the parties involved including the received.
States and Territories and in some Q
cases hospital administrators; Despite the breadth of activitles required to confirm the
e Construct and deliver to COAG a existence of actual dug@ payments, the available
report outlining the initial findings | €vidence suggests it is probable repayments will be
from Health’s analysis (refer point | received at some?Sa in the future. Both Health and the
1 above); ANAO recognise,that MBS compliance activities will be
« Determine the time period over undertaken@ecovery action commenced when a
which recovery may occur noting duplicate ment has been identified.
that section 129AA of the Health A\
insurance Act 1973 places a two \O
year threshold on this; ¢ \(\
¢ Perform a detailed analysis of the ~\M
matched public hospitals MBS
subsequent to the initial re Qﬁa
of ‘false positives’ includi
compelling practitio e{ﬁao provide
evidence for identifieg potential
duplicate clai
o Assess the Iikgmod of recovery
forany d te claims identified,;
and
* Re 'eVbthe evidence received from
é itioners and conclude for
% ch claim whether a legitimate
@\Q) recovery is identified.
,\‘b& Refer to section 3.2 for more detail.
X%
&
S
O
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Concept Relevant background Analysis
Reliable A wide range of potential values Criterion not met. )
measurement havg been prowd_ed In the ANAO Quantification of the economic benefits will be N
audit report ranging from $122 . o S Q
- . established only when the activities outlined in the @)
million to $332 million per year over .
: relevant background and here are complete. Key IS is
three years of analysis. A range has o .
; the performance of the initial analysis for the oses of
been provided due to data-related . . e\
e S . preparing the COAG report. Until at least t int Health
difficulties outlined in section 3.1 : ! .
" . is unable to make a reliable estimate of @Junts to be
above. Additionally this range does
. recovered. <
not consider a number of factors _§\
discussed in section 3.1 above. The value cannot be depended uponaithfully, and
. . . without bias or undue error, t0{@present the transactions
Health is currently not in a position . .
: : it purports to represent in bsence of further
to refine this range at 30 June 2019 : o ; .
) . investigation. An asset (itHis case a receivable)
as the matched public hospitals MBS | . : o
: inherently has a hlghgr'r cognition threshold to
data was only received on 24 June A " .
. . L overcome than a ity as any recognition could give
2019 with no further investigations . : ! ”
; .| rise to income that may never be realised. Recognition of
having been performed to date. Until : . C
L ; a value in thgl@absence of further investigation could result
at least the preliminary analysis has | . . . .
in the re tion of income that may never be realised.
been performed and the agreed 'ﬁs
report delivered to COAG, Health As g ceivable does not possess a cost or other value
cannot narrow or confirm the t n be measured reliably, the item would not qualify
estimated range. These activities are ¢ “Yor recognition as an asset, but may warrant disclosure in
scheduled to conclude in the latter O\the notes under AASB 101.25 as at 30 June 2019 if it is
stages of the 2019-20 financial yea¢> | considered that the nature of the uncertainty is
Management have outlined t considered significant enough to result in a risk of
following process and tim or material adjustment to the carrying amount of assets (i.e.,
the proposed work: Q\ receivables) within the next financial year.
e Preliminary an%& of the
matched puch ospitals MBS data
to identi remove ‘false
positi@ill occur between July
an ober 2019;
) d table discussions with all
rties involved and delivery of the
\QJ agreed report to COAG will occur
\® in the latter stages 2019;
(o(:O e Performing a detailed analysis of
@ the matched public hospitals MBS
'Q\' data including compelling
< practitioners to provide evidence

and reviewing evidence received
will occur throughout FY20.
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5.2 Contingent asset

Note that this analysis has been included for completeness, and would only be applied in practice if it is ~\

determined that an asset does not exist.

Concept

Relevant background

Analysis

Possible asset
that has arisen
from a past event
and whose
existence will be
confirmed only by
the occurrence or
non-occurrence
of one or more
uncertain future
events not wholly
within the control
of the entity.

As identified in the 2018-19 ANAO audit
report, analysis undertaken by the
Funding Body indicates duplicate
payments have been made by the
Australian Government for public Hospital
services funded through the NHRA and
MBS. Although further investigation is
required to confirm a duplicate payment
actually occurred, matched Medicare
numbers between MBS and NHRA source
data outline potential overpayments of
between $122 million and $332 million
per year over a three year period. This
range however does not considera %,
number of factors identified in sectjior’3.1

above. 60

Where a duplicate paym identified
through agreed data hing
arrangements, the Repartment will seek
to recover duplio@payments for public
hospital serviges under MBS compliance.
Recovery @er the MBS rather than the
NHRA hasbeen agreed to by the
Australian Government and the States and
Texlitories and the MBS contains specific

b%auses for recovery in contrast to the

HRA.

As outlined above the potential@g{)licate claims
meet the definition of an assetas Health control the
future economic benefits\@%result of a past event.
An asset is however cognised as it cannot be
measured reliably. rol exists as an established
right for recov %(ists under the MBS and recovery
by Health u &e MBS will occur rather than the
under NH hich has been agreed to between the
Australign°Government and the States and
TerrigQries.

@s the item satisfies the definition of an asset it

\&‘

cannot also satisfy the definition of a contingent
asset. Control of the economic benefits has been
established and therefore control does not depend
on the occurrence or non-occurrence of one of more
future events. There is a right to recover under the
MBS and it has been agreed between the Australian
Government and the States and Territories that
recoveries will occur under the MBS.

It is noted however that where external evidence is
required from a practitioner to prove a duplicate
claim occurred, Health may be relying on an external
party for confirmation. In this case some of the
balance may fall into a contingent asset as Health is
not yet considered to ‘control’ the amount.
Practically, disclosure in the financial statements is
required in either case (i.e. either the asset is not
recognised as it is not considered reliably
measurable as identified in section 5.1 above, but
the nature of the uncertainty is disclosed in line with
AASB 101; or the details of a contingent asset are
disclosed in line with AASB 137).
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