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Subject Benefi t categorisat ion - Scenarios on extending mandato 
coverage 

1 Introduction / /\ 

On 16 July 2018, t he Department of Health (" DoH") released tli~xpos feDra/subordinate legislat ion 
Privat e Health Insurance ( Reforms) Am endment Rules 2018 whereisetail of the Gold/Silver/Bronze/Basic 
product tiers is given ("Proposed Cat egorisation"). 

Our previous work t o t he DoH is documented in ~ i m impa efit cat egorisation", dat ed 
28 June 2018. The scenario from that report t hat~ ost alig~ ith the Categorisat ion is Scenario 1. 

The DoH has sought industry feedback on the Privaie He~tJYfusu eforms) Amendment Rules 2018 
during t he consultat ion period 16 July - 3 August 20fs . As pa of its preparat ion on the consu ltat ions, DoH 

has asked Deloitte to consider th -~~ premium~ and embership of extending some of the 
mandatory Gold product servic . cat egories d~wn into th\ Silve and Bronze product t iers. 

I n particu lar, Deloitte ex ined Q ragl :____ 

• Joint replacement nd spihwfusion 
• Weight loss surgery 

• I nsu~~in p s 
• Chron· pain 

: ~ :':'onofl,~,lng r 
For t he purpo~ of thi anal sis, ifie Proposed Categorisation is labelled as Scenario 4 . 
I n addition t o t lri~scena · , D;01tte has been asked to analyse a few other alternat ive scenarios, which 
permit the shift of f-ive's to lower product cat egories from Gold . 
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2 Scenarios 

The following detai ls the Proposed Categorisation i.e. Scenario 4 . 

Table 1 - Product Categorisation Proposed (Scenario 4) 

Ho.s~ital tre.atmeots by clinical category 4-il:i&WAYA 
Rehabiillltion 

~ital i-,tlilllrio OOMCICII 

J'aliltr\le COff!I 

Braii 

Er, no1e and 1hlllllt 

Tonll•, adenoids .-d grommets 

B-, joint .,,cl mu-,lo 

Joint recora1Natiarw 

Kid"°' and bladder 

Mae lll1""dUCOW1 l)'Dlm 

Dip6wl)W!sn 

1--emia and appendix 

GavontNtinal endo1ccpy 

~olog'/ 

~ ,carriago .,,cl tormiwtion of pregnancy 

Chemothenipt, ruliathen.P)I and immLnOtherapwi for ce.ncer 

Skin 

B-IU'9",Y (modioally-,y) 

Diabeteo 

~ . U'Q and vuoular 8'fl1"m 

Blood 

Back, nook and 1pine 

Plmtio and rec<>nOlruotive ourgory (modiooly nec<B1111)1 

Dontal &lrgor)' 

Podiauic 1urgery o,..,.;dod by an accllldited podlllrio IU'9"0n) 

lmplrmition of h"""'19 d!Mcee 

C..1oraob 

Joint replac<rn"1t. .,,cl opinol fu1ion 

DiaJroi1forc....,ric kid"")'d.­

Prognancy, bir1h and noonall!e 

Asililtod repn>duo1He .....,.,.. 

Vlli(t'II Ion 1urgory 

ln1ulin p<111pa 

Ctroric poin 

Slaop 111Jdio1 

lndim1N 1he ftatrnent/aeMce is• rririrn.Jm reqLirement cl 
the pn>duct oamgory, Tho NMCICI rn.at be O<Mln,d on an..,,....-1,o_.,_ 

lndicwtea 1:he be1.trnent/1eMce i1 • rririrn.Jm reqLirement cl the
.IR 

pn>duct cm,gory, Tho oanrioe '""I'be affsod on a -rioti,d ca,nr 
ba1is in Ba,ic, Elronz.e and Si~pn,duct li!,,w only. 

.IA .IA .IA ,I 

.IR .IR .IR ,I 

.IR .IR .IR ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I ,I 

RCP ,I ,I 

RCP ,I ,I 

RCP ,I ,I 

RCP ,I ,I 

RCP ,I ,I 

RCP ,I ,I 

RCP ,I ,I 

RCP ,I 

RCP ,I 

RCP ,I 

RCP ,I 

RCP ,I 

RCP ,I 

RCP ,I 

RCP ,I 

RCP ,I 

Ro.-c,o...,~ indioa!M lho -
it not a minimU'T1 requiN!l'T1ent of "the product oategory, 
ln1ursw rrw, cho05e 'b offttthme., edcitioral ..-vioes 
on a f'N1riated or unrestricted bail. 

lnclco.ti,1 the treatrnentf8Jel'Vioe is not• miniml.111 
requiromont of tho pn,duct oamgory, ln1uro-. rrw, d,o­
to offer-1:he-, u addittonaJ 1eni«-: ~ it mutt be 
on an urnstri:-.S buia. 

 
 
FOI 853

This Is a draft document. AS It Is a work In progress It may be lnoomplete, cont. . . . . . . . . . . .. . .  
 

Document 1

. . . . . 
in any document. We accept no duty of care or liability to you or any third party for any loss suffered in connection with the use of this document. 

http:rririrn.Jm
http:rririrn.Jm


THIS D
OCUMENT H

AS BEEN R
ELE

ASED U
NDER 

THE FREEDOM O
F IN

FORMATIO
N ACT 19

82
  

BY THE D
EPARTMENT O

F H
EALT

H

 
 

3

For reference, scenario 1 is as below : 

Table 2 

Scenario 1 : Non-CHIP Restrictions allowed ( Basic only); CHIP 
restr ictions allow ed in Basic/Bronze/Silver 

µcessH =v be payable on some hospital po6aes $ s s s 
Hospital treatments I!. sen/ices by pro~ct cat e,gory Basic firome 5llver Goold 

Reh;, brit;,t ion .fR .tR .fR ./ 

Psychictric ~ rvices ,/fl .IR ,/fl ./ 
Palliative c.re ,/fl .IR ,/fl ./ .,,llnin a nd brai n-related ccnditons and !ervic,,_s RCP ./ ./ 
Eye ano eye-related conditions !cataract listed under <a taract I\CP .,,./ ./
procedures) 
Ear, nose and throat condtioru and services (hearing loss i; listed RCP .,,./ ./
.$Cp:ir--oteJy mid t ·on,:iil~, :i.dcnoi cb o nd ; rommee li! ted sc p or?itely) .,,Tonsils adenoidl a nd grommet su ri erv RCP ./ ./ 
lkne and joint conditions a nd servires (joint replace=nts, joi m RCP >.,,rcco~ 1r~n~ li::t c d ~cpu ot cly ond :.pine lined u ndcf" b ock, neck ,/ ./ 
a nd spine ) .,,Joint ra:on..<trUClions RCP ./ ./ 
Kidne y e nd bla dder i;,andition:Jand :se rvi,;e:, (di11ly,i:s lirted under I\CP .,,./ ./
d i,lvsisfor chroric kidnevd1senel .,,Male reproductive conditions and 9-NKM RCP ./ ./ 
O~ estlve syitem cor.:litions a nd services (hernia, appendlcectocny I\CP .,,./ ./
listed seoaruelvl .,,Hernia re?air and appendicectomy RCP ./ ./ 
Ga,1Tollltestlna l endoscopy I\CP ~ ~ ~ .,,Gyn~omlogy RCP ,/ ,/ .,,Mi;can iages a nd t ermina:ion of p re,gna.ncy serviO!S RCP ./ ./.,,Ch!mo<h.,erapy, radio:herapy and immuootmra p,y for cancer RCP ./ ./ 

~ rgery ror oon and !kin 1~s1o ns I\CP ~ ~ ~ .,,Br •--=a:rt n t rg•ry RCP ,/ ,/ .,,O~ betes RCP ./ ./ 
.,,Heart, lung and vasc!Jar system conditions a nd services RCP ./ 

Blood ~ d blood-related conditions andservices RCP ~ ./ 
'":tk, ~ck ~nd :;pi ne c oncfrt:iom aml .!icrvice~ (s p inal fu:;ion liste d RCP 

~ ./
separately unde< join: replaceMents a nd spiral f l.lSionl 

< 
.,, 
.,, 

Plastic and re.constru-:tive su~ry RCP I ./ ,,,Dent-al ?turse.ry RCP ,I' 

Podiatnc sureerv pro-nde<l by . n aa:re<fted l)Odi;;tric rur~eon RCP I ,/ 

Cnaract prcx:edcres RCP ./ 
Implanted devices for hearing iloss surgery RCP ./ 
Joint replacements a nd sp:nal iusion RCP ./ 
Oiely:si.:. fo l' ch..-o r.ic kidne y di:i°"e RCP ,I' 

Pregnaocy aid birth related coodito ns and services (neo nates are RCP ,I'
co-,er,ed under t~js cat egcry for sin gle parent and family policies) 

As,i~:I rcpr-oc:h.ctivc :sc nici=:> RCP ,I' 

Wejeht losssureerv er oroced'Ures RCP ./ 
lmulin pu mps RCP ./ 
Management ofongoing (chronic) pain RCP ./ 

Sleep .)"l\.lc[ie:) RCP ,I' 

lnoicates 1he u-eatmentjse r'\'ice ,; a, minimum requrerNant of tne proruct category. Ttte ;erv,ce must be 
,I 

covered on an unrestricted basis, 
Indicates 1he u-eatment/ser'\'ice i; a rrinimum requrem~nt of the procilct category. The service may b2 

.;R 
orrered o n a restricted cover basis in llaslc, Bronze and Silver orolluct liers onlV. 
Resrricred cover pErmmed: hdicates the treatment/service i1 not a miRimum requirement ofme product

RCP 
cat egory. Insurers rnay choa;e to offer these as add tioral seNice; on a restricted orunrestricted basis. 
A b lenk celJ indica :t~> th:, t t h= tre~tnien t/!)':rvicc i:t not e l"c-quircmen t of the pr cdu ct ce1t c;ory. lru,.r e_n. m~ 

choc6e to offer these as additio nal service; honvever it must be on an unrEStriaed t:esis, 
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Scenario 4 is identical to Scenario 1 except for Implantat ion of hearing devices being mandatory at Silver 
and Gold in Scenario 4 as opposed to only Gold in Scenario 1. 

We have also explored the following scenarios whereby five particular services namely "Cataract 
procedures", "Joint replacements and spinal fusion", " Weight loss surgery", "Insulin pumps" and " Chronic 
pain" are mandatory in product t iers lower than Gold . The following table summarises the scenarios : 

Table 3 - Description of Scenarios /) 
Joint

Implantation 
replacements Weight loss Insulinof hearing Cataracts Chronic pain

and spinal surgery pumpsdevices 
fusion 

Scenario 1 G G G G G G 
Scenario 4 S/G G G G G G 

Scenario 5 S/G S/G S/G S/G S/G S/G 

Scenario 6 B/S/G B/ S/ G B/S/ G B/S/G B/ S/ G B/S/ G 
Scenario 7 S/G S/G B/S/ G S/G B/ S/ G B/S/ G 
G =Go ld, S =Silver, B =Bronz e 

Scenario 1 - on- CHIP ~ i~~Previously proposed design w ith restrict:s: s·ces ic, closest to Scenario 4 
Scenario 4 - The Proposed Categorisation 

Scenario 5 - All five identified categories and "I lantat ion of Ii tjQg dev1 ~s" andatory in Silver and Gold 
Scenario 6 - All five identified categories and "Im lanta,v o of hearing'd vices mandatory in Bronze, Silver 

and Gold 
Scenario 7 - A combination of Scenario 5 & 6 

The table below summarises the membership and premium impact compared with the current scenario (i.e. 
"Old Category". 

Ta ble 4 - Membersh. IP, Drawma Ra te andAveraae p rem1ums b,v scenano 
Persons covered AYerage Orawilg rate per policy Average Premit.m per policy 

(millions) (in year of change 2019/201 (in year of change 2019/20) 

at 31 March at 31 March at 31 March 
Basic Bronze Silver Gold Overall Basic Bronze Sitver Gold Overa l 

2020 2021 2022 

Baseline - O ld Category 11.473 11 .626 11 .762 9 4 2 1,134 2,4 15 2,822 2,026 1,4 46 1,565 2,216 2,4 41 2,026 

S cenario 4 11.447 11 .590 11 .717 9 4 2 978 2,652 2,891 2,020 1,4 44 1,472 2,34 6 2,4 80 2,020 
S cenario 5 11.4 4 3 11 .585 11 .710 9 4 2 978 3,033 2,825 2,027 1,4 46 1,475 2,559 2,4 47 2,027 
S cenario 6 11.436 11 .578 11 .7 0 3 9 4 2 1,080 2,886 2,825 2,054 1,4 53 1,54 7 2,488 2,4 57 2,054 
S cenario 7 11.437 11 .579 11 .704 9 4 2 1 067 2 903 2 825 2 051 1452 1538 249 6 2 4 56 2 051 
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0 

The next two tables compares Scenarios 4 - 7 against the cu rrent scenario (i.e. "Old Category), and Scenarios 
5-7 against Scenario 4 (i.e. "Proposed Categorisation") respectively. 

Ta ble 5 - Impact on Membership, Drawing Rate and Average Premiums compared with Current 
Scenario "Old Cate or " 

Persons covered Average Drawing rate increase per policy Average Premium Increase per policy 
(millions) (in year of change 2019/20) (in year of change 2019/20) 

at 31 March at 31 March at 31 March 
Basic Bronze Silver Gold OYerall Basic Bronze Sh oer Gold Overall

2020 2021 2022 

Baseline - O ld Cate o 11A7 11.63 11 .76 
Resutt differences re lative to O Id Cat 0 

Scenario 4 -0.026 -0.036 -0.045 0.0% - 13.8% 9.8% 2.4% -0.3% -5 .9% 5 .9% 1.6% -0.3% 
Scenario 5 -0.030 -0.041 -0.051 0.0% - 13.8% 25 .6% 0.1% -5 .7% 15 .5% 0.2% 0 .1 % 
Scenario 6 -0.037 -0.048 -0.058 0.0% -4.7% 1 9 5% 0.1% -1 .2% 12 .3% 0.6% 1 .4% 
Scenario 7 -0.036 -0.047 -0.058 0.0% -5.8% 20.2% 0.1% -1 .7% 0.6% 1 .2% 

Table 6 - Impact on Me mbership, Drawing Rate and Avera e PS:, compared 
Cate orisatio n "Scenl;I 10 4 " 

Persons covered Average Drawing rate increase per policy Average Premium Increase per policy 
(m illions) (in year of change 2019/20) (in year of change 2019/20) 

at 31 March at 31 March at 31 March 
Basic Bronze Sher Gold OYerall Basic Bronze Sitver Gold Overal 

2020 2021 2022 

Scenario 4 11 .45 1159 11.72 0.0% - 13.8% 9.8% 2.4% -0.3% - 0 .1% - 5.9% 5 .9% 1 .6% - 0.3% 

Result differences relative to Scenar·io 4 

Scenario 5 - 0.004 -0.005 -0.006 0.0% 0 .0% 14.4% - 2.3% 0 .1% 0.3% 9 .1 % - 1 .3% 0.4% 
Scenario 6 - 0.010 -0.012 -0.013 0.0% 10.5% 8.8% - 2.3% 0 .6% 5.1% 6 .0% - 0 .9% 1.7% 
Scenario 7 - 0.010 -0.011 -0.012 0.0% 9 .5% - 2.3% 0 .5% 4.5% 6 .4% - 1 .0% 1.5% 

Note: In Table 6, the "Average Drawing rate increase pe,;, polic 'and Ave age Premium increase per policy" 

differences are those compared to 71'--0f)O ed categoriS< tion (i. . Scenario 4). 

Under Scenario 4 (Proposed ~1gn), there is an estima d pri e difference between Silver ($2,346) and Gold 

($2,480) of $134 or aroun~ 1/o ~ heGfld Pf emiu m . Fo Bro ze and Basic, a $36 difference per policy per 
year is equivalent to arou a 4% Qf the l;lronz~-lalr:e~ H nee, the premium relativities are already quite 
close and further reducing e distihg i1'eness of benefiy ervice coverage between Gold and Silver, leads to 
the price difference narrowin even mor~ "fhe-cl~ he product t iers become, the less clear t he relevance 

or value proposit i Fr"6f'ffiat--i;> o ct tier.·- ~ 

For scenario 5 t ~ w~ er t he fol ~ ng ~ servations : 

o or Go~ there wo~ be a redudfun in drawing rate and premium for all three scenarios. While the 
1 

~ ing ra.e is identi al agross t he three scenarios, the event ual premium varies because the overall 
bene it costs ·s diffe ent ~pending ono how many of t he categories become mandatory at Bronze or 
Silver. 

be a significant increase in drawing rat e and premium. As Silver mandatory 
cover move lose t o t hat offered on Gold, once again we observe the perverse outcome where 
Silver's premiu s are g reater than Gold's. This arises because Silver becomes a more attractive 
proposit ion that offers many of the cat egories in Gold but at a cheaper initial price 

o We note in particular that the perverse outcome is dominated by the shift of "Joint replacements and 
spinal fusion" services out of Gold . 

o For Bronze, there is a significant increase in drawing rate and premium for Scenarios 6 and 7 only. 
o Overall, drawing rates (and hence average industry premiums) for all three scenarios are less than 

2% higher than the Proposed Categorisat ion. 
o Shifting all six services into Bronze (Scenario 6) leads t o a higher indust ry drawing rate than shifting 

all of them into Silver (Scenario 5) . This is because there are greater benefits across t he industry. 
o Scenario 7 is a m ix of Scenario 5 and 6 . Hence, the expected impact is also between those two 

scenarios, leaning closer to Scenario 6 since it has three services in Bronze and only two services in 
Silver. 

o Movements in memberships are marginal for all t hree scenarios. 
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4 Insure r Response 

As with all the previous modell ing, these scenarios reflect insurers responding by only offering t he minimum 
level of cover at Gold, Silver and Bronze and minimising disruption to consumers at Basic. 

As d iscussed in our report, our hypothesis is that insurers that offer products w ith benefits above the 

minimum requ irements in t hose scenarios w ill expose themselves to severe anti-selectio]X'."~is is because 
consumers are likely to target benefits and choose products that may have some of t !,e'benyfits they need 
over the expensive products with mandated requirements that also include the /fits tbe'y need. 

For t hose product tiers where restricted benefits are permitted, insurers w ill ~...~~ by mr im ising 
disruption for consumers by maintaining existing product designs as far as ~ . 

5 Impact on Claims 

The following table gives a detailed breakdown of the increase 1 

point of Scenario 4. 

Tables 7, 8 and 9 -

I ncrease in Drawing Rate 
Scenario 5 
Removal of restrictions 
New categorisation 
Tot a l (before ant i-selection) 

Ant i-selection 
Tot a l (after ant i-selection} 

I ncrease in Drawing Rate 
Scenario 6 
Removal of restrictions 
New categorisation 
Tot a l (before ant i-selection) 

Ant i-selection 

( ""'''"" '""'""""'"lI ncrease in Drawing Rate 
Scenario 7 
Removal of restrictions 
New categorisation 
Tot a l (before ant i-selection) 

Ant i-selection 
Tot a l (after ant i-selection} 

Break~ e--i 

Basic* Bronze* Silver Gold Total 
0.0% 0.0% 0.0% 0.0% 0 .0% 
0.0% 0.0% 9.9% 0.0% 1.3% 
0.0% 0.0% 9.9% 0.0% 1.3% 

0.0% 0.0% 4 .5% -2.3% -0 .9% 
0.0% 0.0% 1 4 .4% -2.3% 0.4% 

Basic* Bronze* S ilver Gold Total 
0.0% 0.0% 0.0% 0.0% 0 .0% 
0.0% 11.9% 9.9% 0.0% 3 .3% 
0.0% 11.9% 9.9% 0.0% 3 .3% 

0.0% - 1.4% -1.0% -2.3% -1.6% 
0.0% 10.5% 8.8% -2.3% 1.7% 

Basic* Bronze* S ilver Gold Total 
0.0% 0.0% 0.0% 0.0% 0 .0% 
0.0% 10.5% 9.9% 0.0% 3 .1% 
0.0% 10.5% 9.9% 0.0% 3 .1% 

0.0% - 1.3% -0.4% -2.3% -1.5% 
0.0% 9.2% 9.5% -2.3% 1.5% 

* Reflects the results for products that end up in the Basic and Bronze categories respectively. 

Key observat ions: 

• Similar to previous modelling, t he results above reflect the impact to the drawing rate for products 
that are re- labelled from Bronze to Basic in t he new world ( i.e. post 1 April 2019 benefit 
categorisation). 

• As Scenario 4 itself has no restrict ions for non-CHIP services (other t han Basic), t he only impact 
from changing from Scenario 4 arises from new categorisation and anti-selection . 

• The drawing rate is greatest for Scenario 6 as all six benefits originally from Gold become mandatory 
from Bronze. 

• The reduction in the drawing rate for Gold arises because of anti-selection as some members move 
into lower product t iers. The aggregate reduction in drawing rate for Gold is 2.3% for all three 
scenarios. 
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It is important to note that by moving out six benefits from Gold, the gap between Gold and Silver narrows. 
This causes a perverse situation where Silver has higher drawing rates compared to Gold for scenarios 5- 7. 

6 Impact on Premiums 

The tables below show the premiums of Scenario 5 - 7 versus Scenario 4 . 

Table 10 - Premium comparison in 2019/20 (S 

Hoseital Contribution eer SEU eer annum 2019/ 20 

Scenario 5 Basic* Bronze* Silver Gold Total 
Raw Cla ims $942 $978 $3,033 $2,825 $2,027 

Net I m pact of RE $504 $498 -$474 - $378 $0 

Hospital Prem $1,446 $1,475 $2, 559 $2,447 $2,027 

Scenario 4 Basic Bronze Silver Gold Total 
Raw Cla ims $942 $978 $2,652 $2,891 $2,020 

Net I m pact of RE $502 $494 -$306 - $41 1 $0 

Hospital Prem $1,444 $1,472 $2, 346 $2,480 $2,020 

Difference 

Raw Cla ims $0 $0 $382 - $65 $8 

Net I m pact of RE $2 $4 -$ 169 $33 $0 

Hospital Prem($) $2 $4 $213 -$32 $8 

Hoseital Prem{%} 0.1% 0.3% 9.1% -1.3% 0.4% 

"' Reflects the results fo r products t hat end up in t he Basic and Bronze categories respectively. 

e 1~ co=rison ;n 2019/20 (Scenario 6) 

Hospital Contribution per SEU per annum 2019/ 20 

Scenario 6 Basic* Bronze* Silver Gold Total 
Raw Cla ims $942 $ 1,080 $2,886 $2,825 $2,054 

Net I m pact of RE $5 10 $467 -$398 - $368 $0 

Hospital Prem $1,453 $1,547 $2,488 $2,457 $2,054 

Scenario 4 Basic Bronze Silver Gold Total 

Raw Cla ims $942 $978 $2,652 $2,891 $2,020 

Net I m pact of RE $502 $494 -$306 - $411 $0 

Hospital Prem $1,444 $1,472 $2, 346 $2,480 $2,020 

Difference 

Raw Cla ims $0 $102 $234 -$65 $34 

Net I m pact of RE $9 -$27 - $92 $43 $0 

Hospital Prem($) $9 $75 $142 -$22 $34 

Hoseital Prem{%} 0.6% 5.1% 6.0% -0.9% 1.7% 

This Is a draft document. AS It Is a work In progress It may be lnoomplete, cont . . . . . . . . . . . .. . . . . . 
in any document. We accept no duty of care or liability to you or any third party for any loss suffered in connection with the use of this document. 
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7 Impact on Membe 

Ta ble 12 - Premium comparison in 2019 / 20 ( Scenario 7 ) 

Hose ita l Contribution ee r SEU ee r annum 2019/ 20 

Scena rio 7 Basic * Bronze* Silve r Gold Tota l 
Raw Cla ims $942 $ 1,067 $2,903 $2,825 $2,051 

Net I m pact of RE $ 510 $470 -$407 -$369 $ 0 

Hospita l Pre m $ 1,452 $ 1,538 $ 2, 496 $2,456 $2,051 

Scena rio 4 Basic Bronze Silve r Gold Tota l 
Raw Cla ims $942 $978 $2,652 $2,891 $2,020 

Net I m pact of RE $ 502 $494 -$ 306 -$411 $ 0 

Hospita l Pre m $ 1,444 $ 1,472 $ 2, 346 $2,480 $2,020 

Difference 

Raw Cla ims $ 0 $90 $ 252 -$65 $31 

Net I m pact of RE $8 -$ 24 -$ 101 $42 $ 0 

Hospita l Pre m ( $ ) $ 8 $66 $ 150 -$24 $31 

Hose ita l Pre m {% } 0.5% 4.5% 6 .4% - 1.0% 1.5% 

"' Reflects the result s for products that end up in the Basic and Bronze categories respectively. 

Key obseNatlons, \ ~ ~V 
• Similar t o w hat we have noted in the drawin~ rat~/4ti:iftingsi->W;>lefits from Gold int o Bronze or 

Silver drives up the drawing rate and hence a~ o t he p m ium. Under all three scenarios, Silver is 
expected to need a highe premiu compared wit h ~Id . 

• None of scena, ;os 5-7 ,e susta;nabl ·. ;n terms ~ a;n;ng SHve, as a vaUd catego,y. 

h9 
changes sho n 1~he pr) ous section, there is an impact on membership . Wit h th~ ~r/ 

The t ab( elow ows the · pact of s¼n o 5 to 7 compared w it h Scenario 4 . 

Table 1 - Rate f Change in pJ rsons cove red ( Scenarios S, 6, 7 vs Scenario 4 - Proposed Design) 

2019l2 0 2020l21 2021l 22 
Scena rio 5 vs Scenario 4 
New to PHI Rat e 0.00% 0.00% 0.00% 
Ex t Rat e 0.03% 0.01% 0.01% 
Net Growth Rat e -0.03% -0.04% -0.05% 

Scena rio 6 vs Scenario 4 
New to PHI Rat e 0.00% 0.00% 0.00% 
Ex t Rat e 0.09% 0.01% 0.01% 
Net Growth Rat e -0.09% -0.10% -0.11% 

Scena rio 7 vs Scenario 4 
New to PHI Rat e 0.00% 0.00% 0.00% 
Ex t Rat e 0.08% 0.01% 0.01% 
Net Growth Rat e -0.08% -0.09% -0.11% 

As the overall impact on premium is less than 2% (compared w ith Scenario 4), our modell ing suggests that 
there would not be significant membership impacts. Note that t he membership impacts are based on the 
membership dynamics observed and calibrat ed to the baseline for April 20 18 rat e submission forecasts. The 
period since lat e 2017 w hen these submissions were made has seen further exits of members from privat e 
health insurance. This latest indust ry experience and t heir implied consumer perception of t he value of 

Th  
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8 Market considerations and challenges 

private health insurance and t heir sensitivit ies t o pricing are not reflect ed in our model. The results above 
are more likely to be understating than overstating t he membership impact s. 

Comparing the t hree scenarios in t he table above, we can see that t he largest impact corresponds w ith t he 
highest premium impact i.e. Scenario 6 . 

Silver premiums being higher than Gold premiums: 

I n all scenarios (ot her than the Proposed Design) modelled in this f~ile n te, t h definit io of Silve is too 
close to Gold resulting in Silver premiums being g reater than Gold . T erefo , individual in wrers ha e a 

decision to make - t hey need to consider whether it is v iable ffr t · m t o ffer Silver produ 

It may be commercially more sensible to only offer a Gold pro uct (a we I as Br: nze and Bronze Plus 

Products) and not Silver and t hus maintain more sensible prem1 selat1v it ie and achieve t he right market 
price signals. 

Alternat ively, if they choose to offer a Silver produ.9(.the~y be acti ~ydeci -~ to cross subsidise Silver 
wit h ot her product s in order to get an appropriate'premium diffe~ t iation etwe~ Gold and Silver. To 
support this, an insurer may also consider activel\ encdbr-qQing newaR exis ir,rg low claiming Gold members 
to migrate to it s Silver product (t his is the concept of "fa\fura-ble m igratio 'and did not come up in the 
2018 analyses but which was relevant for the earlie~ desigr plor, . as art of our 20 17 analyses) . 

For t he scenarios analysed in t his fj_le--rrot such insu~ r resp1Ls have not been factored int o t he 

modelling . However, the?.:yht the diffiighli lty of ma~~g th\ classificat ion systems workable in scenarios 

5,6and7. Q V 

Induced demand for servi ~ : 

Our model~~ bership impact s are based on t he current demand and ut ilisationing ll~~nd me 
of services i he ~-ma(!<et . W h~~ made llowance for consumers shifting use of services in t he existing 

market ~ r wee~roduct ti~~ and o r deqy;r d shifting from the public t o private sett ing. 

Howeve~~ere is otent ia~fo fuj er shifting from the public to privat e setting for elective su rgeries, which 
has not been~ odell q or co ed . In particular, the r isk arises for those surgeries where the wait ing lists in 
the public syst e~ is suffi~j ntl'>) nger than t he wait ing periods they would otherwise serve when they newly 

purchase private n~ in7 nce. 

Such consumers may w~ to the opt ion of purchasing a product for a particular service to avoid the public 
hospital wait ing list. This option is made more att ract ive if t he financial cost of the t reatment far exceeds that 
of t he cost of insurance. We believe that the ant i-selection effect is a particularly st rong risk for some of the 
six categories ident ified in t his file note. Already, we have the unsust ainable situat ion of Silver premiums 
being higher t han Gold . Such anti-selection effects, if t hey were t o play out, would only make Silver 
premiums even more unsust ainable. 

We capt ure in Appendix E some of the waiting t imes for cat aract , hip replacement and knee replacement 
from 2012-13 t o 20 16 - 17 (as reported by t he AIHW on Elective Surgery Wait ing t imes in public hospitals). 
The data shows that waiting list s can be quite long wit h up t o 90% of people on these list s waiting for close 
to a year for bot h hip and knee replacement s. In addit ion, we note from the Hospital Casemix Prot ocol data 
in 2016- 17 that t he average charge for a hip replacement was $27,070 and $ 24,599 for a knee replacement . 

 
 
FOI 853

This Is a draft document. AS It Is a work In progress It may be lnoomplet e, cont. . . . . . . . . . . .. . .  
 

Document 1

. . . .. . 
in any document. We accept no duty of care or liability to you or any third party for any loss suffered in connection with the use of this document. 



THIS D
OCUMENT H

AS BEEN R
ELE

ASED U
NDER 

THE FREEDOM O
F IN

FORMATIO
N ACT 19

82
  

BY THE D
EPARTMENT O

F H
EALT

H

Hence, both hip and knee replacements are good examples of t reatments which have both long public 
wait ing lists and treatment charges that are multiple times the typical cost of a single year's premium . Both 
of these effects w ill make private health insurance particularly appealing, and there may even be people who 
adversely select against the industry by dropping their cover again once they have received their treatment. 
The financial sustainability of the private health insurance system is best managed by m inimising such 
opportunit ies for gaming the system. 

9 Reliances and Limitations /? 
This fi le note is prepared solely and confidentially for the use of the Commonwyalth Gover~ent only, under 
the contract between Deloitte and the Department of Health. Without the c~ text ¢' his rela ·onship our 
note may be m isinterpreted by other parties. We accept no duty of caret a~ ther p rson or ntity. 

Our fi le note should not be disclosed to any other party nor quoted, re erre to or cited in a mate ~ I 
without prior discussion with us. In carrying out our modell ing a~~ nal es, ·~ sourced data ire :fy from 
the Department of Health and sourced publicly available inforrry;rt\on-. e ha e re~ d on the accu cy and 

completeness of this data in arriving at the results of our analy~es. W~ e e ha\le conducted reasonableness 
checks regarding the accuracy of the information, we have not irrdependentlw('erified it . If for any reason, 

there is any material error or omission in the information providedb sbta~~in dd,. then this may materially 
impact our conclusions. 

It is not possible to quantify future membership ; d premium c a~s in t ·~ Pri te Health Industry with 
certainty . The estimation of changes in the indust is i~ ntly impreei~ patticularly in view of limited 
data availability and performing a proj ection over a erio\ ofJh1e using a Jimited model of the industry. 
Although we have prepared estimates in conformity w ith wbat wr li ~to be the likely futu re experience, 
there is the potential for the experien to vary consi1 erably ~r.· m our estimates. Deviations are normal and 
to be expected. 

While due care has been ta~ in ~ ation of this anal sis, eloitte therefore accepts no responsibility for 
any action which may be t.aken IJ{seci orj the suits. Th urpose of this file note is to provide analysis of 
premium and membership"i pact~ dit ional ~ requested by the Department. It is not intended 
for any other purpose. The fi note shouj£H,~ red as a whole. Consultants from Deloitte are available 
to answer any que ;ies;an- he ader should seek such advice before drawing concl usions on any issue in 

doubt. 
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Appendix A - Scenario 4 Detailed Results 

Table A.1 - Estimated Marginal Impact to Hospital Benefits by Product by Service Category in 
2015-16 due to anti-selection SCENARIO 4 ( 0/o of Benefits in Current Environment) 

% of Total Hospital BenefitsService Category 
Basic Bronze Silver Gold Total 

Rehabilitation 0 .0% 0 .0% 0 .0% 0.0% 0 .0% 
Psychiatric services 0 .0% 0 .0% 0 .0% 0.0% 0 .0% 
Palliative care 0 .0% 0 .0% 0 .0% 0.0% 0 .0% 
Brain and bra in-related condit ions and services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Eye and eye-related conditions 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Ear, nose and throat conditions and services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Tonsils, adenoids and grommet surgery 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Bone and joint conditions and services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Joint reconstructions 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Kidney, bladder and male reproductive condit ions and services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Digestive system conditions and services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Hernia and appendicectomy 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Endoscopy 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Miscarriages and terminat ion of pregnancy services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Chemotherapy, rad iotherapy and immunotherapy for cancer 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Surgery for skin and skin lesions 0.0% 0.0'llt 0 .0 0 .0% 
Heart and heart-related conditions and services 0.00/o 0.0% 0.21M! 0 .2% 
Lung and lung-related conditions and services 0.10/o 0.0% O.SIM! 0 .6% 
Vasrular and vasrular-related conditions and services 0.10/o 0.0% OA'Mi 0 .5% 
Blood and blood-re lated conditions and services 0.00/o 0.0% 0.21M! 0 .2% 
Back, neck and spine condit ions and services .10/o 0.0% 0 .2% 
Female reproductive conditions and services 0.0% 0.O'llt 0.0'llt 0 .0% 
Breast surgery 0.0% 0.0'llt 0 .0% 
Plastic and reconstructive surgery 0.10/o 0.21M! 0 .3% 
Plastic and reconstructive surgery of congenita l defects and conditions 0.00/o O.OIM! 0 .0% 
Denta I surgery 0.00/o O.OIM! 0 .0% 
Pediatric surgery provided by an accredited pediatric surgeon 0.00/o O.OIM! 0 .0% 
Cataract procedures 0.00/o 0 .3% 
Hearing loss surgery 0.00/o 0 .0% 
Joint replacements and spinal fus ion 0.20/o 1.l'MI 1.3% 
Dialysis fo r chronic kidney disease 0.00/o 0.0% 0.0% O.l'MI 0 .1% 
Pregnancy and birth related condit ions and services 0.00/o 0.0% 0.0% O.l'MI 0 .1% 
Assisted reproductive services 0.00/o 0.0% 0.0% O.OIM! 0 .0% 
Weight loss surgery 0.00/o 0.0% 0.0% 0.21M! 0 .2% 
I nsulin pumps 0.00/o 0.0% 0.0% O.OIM! 0 .0% 
Management of ongoing {chronic) pain 0.00/o 0.0% 0.0% 0.21M! 0 .2% 
Sleep studies 0.00/o 0.0% 0.0% O.l'MI 0 .1% 
Total 0.7% 0.0% 1 .6 % 2 .1 % 4 .4 % 

Minimum requirement on a restricted basis 
Restricted basis benef ts permitted 
Minimum requirement on an unrestricted basis 

x% Not a requirement but must be offered on an 
unrestr cted basis 

The following t~ with the Current Design (o, pee Apcil 2019 pcoposed benefit design) . 

Table A.2 - Breakdown of Change in the Drawing Rate (compared with the Current Design) 

Increase in Drawing Rate 
S cenario 4 Basic* Bronze* Silver Gold Total 
Removal of restrictions 0.0% 12.9% 8 .8% 0.0% 3 .5% 
New categorisation 0.0% -3 1.8% -12.6% 0.0% -7 .6% 
Total (before ant i-selection) 0.0% - 18.9% -3.8% 0.0% -4 . 1% 

Ant i-selection 0.0% 5.1% 1 3.6% 2 .4% 3 .8% 
Total (after ant i-se lection} 0.0% -13.8% 9 .8% 2 .4% -0 .3% 
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Table A.3 - Premium comparison in 2019/ 20 Scenario 4 (compared with the Current Design) 

Hoseital Contribution eer SEU eer annum 2019l 20 
Scenario 4 Basic * Bronze* Silver Gold Total 
Raw Cla ims $942 $978 $ 2, 6 52 $2,891 $2,020 
Net I m pact of RE $ 502 $494 -$306 -$411 $0 
Hospital Prem $1,444 $1,472 $2, 346 $2,480 $2,020 

Pre Aeril 2019 benefit design Basic Bronze Silver Gold Total 
Raw Cla ims $942 $ 1, 134 $ 2,415 $2,822 $2,026 
Net I m pact of RE $ 504 $431 -$ 199 -$380 $0 
Hospital Prem $1,446 $1,565 $2, 216 $2,441 $2,026 

Difference 
Raw Cla ims $0 -$ 156 $ 237 $69 -$6 
Net I m pact of RE -$ 2 $63 -$ 107 -$31 $0 
Hospital Prem ( $) -$2 -$93 $130 $38 -$6 
Hoseital Prem{ % } -0.1% -5.9% 5.9% 1.6% -0.3% 
Hoseital Prem Change {inc. Inflation} 5.7% 0.1% 12.6% 8.0% 
* Reflects t he results for products that end up in t he Basic and Bronze categories respectively. 

5.9% 

\)~ 
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Appendix B - Scenario 5 Detailed Results 

Table 8.1 - Estimated Marginal Impact to Hospital Benefits by Product by Service Category in 
2015-16 due to anti-selection SCENARIO 5 ( 0/o of Benefits in Current Environment) 

% of Total Hospital Be nefitsService Category 
Basic Bronze Silver Gold Total 

Rehabilitation 0 .0% 0 .0% 0 .0% 0.0% 0 .0% 
Psychiatric services 0 .0% 0 .0% 0 .0% 0.0% 0 .0% 
Palliative care 0 .0% 0 .0% 0 .0% 0 .0% 0 .0% 
Brain and bra in-related condit ions and services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Eye and eye-related conditions 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Ear, nose and throat condit ions and services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Tonsils, adenoids and grommet surgery 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Bone and joint conditions and services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Joint reconstructions 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Kidney, bladder and male reproductive condit ions and services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Digestive system conditions and services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Hernia and appendicectomy 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Endoscopy 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Miscarriages and terminat ion of pregnancy services 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Chemotherapy, rad iotherapy and immunotherapy for cancer 0.0% 0.O'llt 0.0'llt 0 .0 0 .0% 
Surgery for skin and skin lesions 0.0% 0. 0.0'llt 0 .0 0 .0% 
Heart and heart-related conditions and services 0.0 0/o 0.0% 0.21M! 0 .2% 
Lung and lung-related condit ions and services 0.10/o 0.0% O.SIM! 0 .6% 
Vasrular and vasru lar-related conditions and services 0.10/o 0.0% 0.41Mi 0 .5% 
Blood and blood-re lated conditions and services 0.00/o 0.0% 0.21M! 0 .2% 
Back, neck and spine condit ions and services .10/o 0.0% 0 .2% 
Female reproductive conditions and services 0.0% 0.O'llt 0.0'llt 0 .0% 
Breast surgery 0.0% 0. 0.0'llt 0 .0% 
Plastic and reconstructive surgery 0.10/o 0.0% 0.21M! 0 .3% 
Plastic and reconstructive surgery of congenita l defects and conditions 0.00/o 0.0% O.OIM! 0 .0% 
Denta I surgery 0.00/o 0.0% O.OIM! 0 .0% 
Pediatric surgery provided by an accredited pediatric surgeon 0.00/o 0.0% O.OIM! 0 .0% 
Cataract procedures 0.00/o 0.0% O.OIM! 0 .0% 
Hearing loss surgery 0.00/o 0.0% O.OIM! 0 .0% 
Joint replacements and spinal fus ion 0.20/o 0.0% o.&IM! 0 .8% 
Dialysis fo r chronic kidney disease 0.00/o 0.0% 0.0% 0 .1% 
Pregnancy and birth related condit ions and services 0.00/o 0.0% 0.0% 0 .1% 
Assisted reproductive services 0.00/o 0.0% 0 .0% 
Weight loss surgery 0.00/o O.OIM! 0 .1% 
I nsulin pumps 0.00/o O.OIM! 0 .0% 
Management of ongoing {chronic) pain 0.00/o O.l'MI 0 .1% 
Sleep studies 0.00/o 0.0% 0 .1% 
Total 0.7% 0.0% 2 .4 % 0 .3 % 3 .5% 

Minimum requirement on a restricted basis 
Restricted basis benef ts permitted 
Minimum requirement on an unrestricted basis 

x% Not a requirement but must be offered on an 
unrestr cted basis 

The following table~~ared w ith the Current Design . 

Table 8.2 - Breakdown of Change in the Drawing Rate (compared with the Current Design) 

Increase in Drawing Rate 
Scenario 5 Basic* Bronze* Silver Gold Total 
Removal of restrictions 0.0% 12.9% 8 .8% 0.0% 3 .5% 
New categorisation 0.0% -3 1.8% - 1.8% 0.0% -6 .3% 
Total (before ant i-selection) 0.0% - 18.9% 7 .0% 0.0% -2 .8% 

Ant i-selection 0.0% 5.1% 18.6% 0.1% 2 .8% 
Total (after ant i-se lection} 0.0% -13.8% 25.6% 0.1% 0 .1% 
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Table B.3 - Premium comparison in 2019/ 20 Scenario 5 (compared with the Current Design) 

Hoseital Contribution eer SEU eer annum 2019l20 
Scenario 5 Basic* Bronze* Silver Gold Total 
Raw Cla ims $942 $978 $3,033 $2,825 $2,027 
Net I m pact of RE $504 $498 -$474 -$378 $0 
Hospital Prem $1,446 $1,475 $2, 559 $2,447 $2,027 

Pre Aeril 2019 benefit design Basic Bronze Silver Gold Total 
Raw Cla ims $942 $1,134 $ 2,415 $2,822 $2,026 
Net I m pact of RE $504 $431 -$199 -$380 $0 
Hospital Prem $1,446 $1,565 $2, 216 $2,441 $2,026 

Difference 
Raw Cla ims $0 -$ 156 $619 $3 $1 
Net I m pact of RE $0 $67 -$275 $2 $0 
Hospital Prem($) $0 -$89 $343 $6 $1 
Hoseital Prem{ % } 0.0% -5.7% 15.5% 0.2% 0.1% 
Hoseital Prem Change {inc. Inflation} 5.8% 0.3% 22.8% 6.6% 
* Reflects the results for products that end up in t he Basic and Bronze categories respectively. 

V 
6.3% 
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Appendix C - Scenario 6 Detailed Results 

Table C.1 Estimated Marginal Impact to Hospital Benefits by Product by Service Category in 2015-
16 due to anti-selection SCENARIO 6 ( 0/o of Benefits in Current Environment) 

% of Total Hospital BenefitsService Category 
Basic Bronze Silver Gold Total 

Rehabilitation 0 .0% 0.0% 0.0% 0.0% 0 .0% 
Psychiatric services 0 .0% 0.0% 0.0% 0.0% 0 .0% 
Palliative care 0 .0% 0.0% 0.0% 0.0% 0 .0% 
Brain and brain-related condit ions and services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Eye and eye-related conditions 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Ear, nose and throat conditions and services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Tonsils, adenoids and grommet surgery 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Bone and joint conditions and services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Joint reconstructions 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Kidney, bladder and male reproductive condit ions and services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Digestive system conditions and services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Hernia and appendicectomy 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Endoscopy 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Miscarriages and termination of pregnancy services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Chemotherapy, rad iotherapy and immunotherapy fo r cancer 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Surgery for skin and skin lesions 0.0% 0 .O'llt 0 .0 0 .0% 
Heart and heart-related conditions and services 0.00/o 0.0% 0 .2 1Mt 0 .2% 
Lung and lung-related conditions and services 0.10/o 0.0% O.SIMI 0 .6% 
Vasrular and vasrular-related conditions and services 0.10/o 0.0% 0.41Mi 0 .5% 
Blood and blood-related conditions and services 0.00/o 0.0% 0 .2 1Mt 0 .2% 
Back, neck and spine condit ions and services 0.10/o 0.0% O.l tMI 0 .2% 
Female reproductive conditions and services 0.0% 0 .O'llt 0 .O'llt 0 .0% 
Breast surgery 0.0% 0 .O'llt 0 .0% 
Plastic and reconstructive surgery 0.10/o 0.0% 0 .2 1Mt 0 .3% 
Plastic and reconstructive surgery of congenita l defects and condit ions 0.00/o 0.0% O.OIMI 0 .0% 
Denta I surgery 0.00/o 0.0% O.OIMI 0 .0% 
Pediatric surgery provided by an accredited pediatric surgeon 0.00/o O.OIMI 0 .0% 
Cataract procedures 0 .0% 
Hearing loss surgery 0 .0% 
Joint replacements and spinal fus ion 0 .0% 
Dialysis for chronic kidney disease 0.00/o 0 .1% 
Pregnancy and birth related condit ions and services 0.00/o 0.0% 0 .1% 
Assisted reproductive services 0.00/o 0.0% 0 .0% 
Weight loss surgery 0.0% 0 .O'llt 0 .0% 
Insulin pumps 0.0% 0 .O'llt 0 .0% 
Management of ongoing {chronic) pain 0.0% 1111!1!1 !ID 0 .0% 
Sleep studies 0.00/ol 0.0% 0.0%1 0 .1% 
Total 0.5% 0.0% 1.6% 0 .3% 2 .4 % 

Minimum requirement on a restricted basis 
Restricted basis benefits permitted 
Minimum requirement on an unrestricted basis 

x% Not a requi rement but must be offered on an 
unrestrcted basis 

V 
The following tables are compared w ith the Current Design . 

Table C.2 - Breakdown of Change in the Drawing Rate (compared with the Current Design) 

Increase in Drawing Rate 
S cenario 6 Basic* Bronze* Silver Gold Total 
Remova l of restrictions 0.0% 12.9% 8 .8% 0.0% 3 .5% 
New categorisation 0.0% -21.5% -1.8% 0.0% -4.4% 
Tota l (befo re anti-se lection) 0.0% -8 .6% 7 .0% 0.0% -0 .8% 

Anti-se lection 0.0% 3 .9% 1 2.5% 0.1% 2 .2% 
Tota l (after anti-se lection2 0.0% -4.7% 19.5% 0.1% 1 .4% 
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Table C.3 - Premium comparison in 2019/ 20 Scenario 6 (compared with t ~ ent Design) 

Hoseital Contribution eer SEU eer annum 2019l20 
Scenario 6 Basic* Bronze* Silver Gold Total 
Raw Cla ims $942 $1,080 $ 2,886 $2,825 $2,054 
Net I m pact of RE $ 510 $467 -$398 -$368 $0 
Hospital Prem $1,453 $1,547 $2, 488 $2,457 $2,054 

Pre Aeril 2019 benefit design Basic Bronze Silver Gold Total 
Raw Cla ims $942 $1,134 $ 2,415 $2,822 $2,026 
Net I m pact of RE $ 504 $431 -$199 -$380 $0 
Hospital Prem $1,446 $1,565 $2, 216 $2,441 $2,026 

Difference 
Raw Cla ims $0 -$54 $471 $3 $28 
Net I m pact of RE $ 7 $36 -$199 $ 12 $0 
Hospital Prem($) $7 -$18 $272 $16 $28 
Hoseital Prem{%} 0.5% -1.2% 12.3% 0.6% 1.4% 
Hoseital Prem Change {inc. Inflation} 6.3% 5.2% 19.4% 7.0% 
* Reflects the results for products that end up in t he Basic and Bronze categories respectively. 

7.7% 

\) 
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Appendix D - Scenario 7 Detailed Results 

Ta ble D.1 Est imated Margina l Impact t o Hospital Benefits by Product by Service Catego ry in 2015 -
16 due t o anti-selection SCENARIO 7 (0/o of Benefits in Current Environment) 

% of Total Hospital Be nefitsSe rvice Category 
Basic Bronze Silve r Gold Total 

Rehabilitation 0 .0% 0 .0% 0 .0% 0 .0% 0 .0% 
Psychiatric services 0 .0% 0 .0% 0 .0% 0 .0% 0 .0% 
Palliative care 0 .0% 0 .0% 0 .0% 0 .0% 0 .0% 
Brain and brain-related condit ions and services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Eye and eye-related conditions 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Ear, nose and throat condit ions and services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Tonsils, adenoids and grommet surgery 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Bone and joint conditions and services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Joint reconstructions 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Kidney, bladder and male reproductive condit ions and services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Digestive system conditions and services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Hernia and appendicectomy 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Endoscopy 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Miscarriages and terminat ion of pregnancy services 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Chemotherapy, rad iotherapy and immunotherapy for cancer 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Surgery for skin and skin lesions 0.0% 0 . 0 .O'llt 0 .0 0 .0% 
Heart and heart-related conditions and services 0.0 0/o 0.0% 0 .21M! 0 .2% 
Lung and lung-related condit ions and services 0.10/o 0.0% O.SIM! 0 .6% 
Vasrular and vasru lar-related conditions and services 0.10/o 0.0% 0 .41Mi 0 .5% 
Blood and blood-re lated conditions and services 0.0 0/o 0.0% 0 .21M! 0 .2% 
Back, neck and spine condit ions and services 0.10/o 0.0% O.l 'MI 0 .2% 
Female reproductive conditions and services 0.0% 0 .O'llt 0 .O'llt 0 .0% 
Breast surgery 0.0% 0 . 0 .O'llt 0 .0% 
Plastic and reconstructive surgery 0.0% 0 .21M! 0 .3% 
Plastic and reconstructive surgery of congenita l defects and conditions 0.0% O.OIM! 0 .0% 
Denta I surgery 0.0% O.OIM! 0 .0% 
Pediatric surgery provided by an accredited pediatric surgeon 0.0% O.OIM! 0 .0% 
Cataract procedures 0.0% O.OIM! 0 .0% 
Hearing loss surgery 0 .0% 
Joint replacements and spinal fus ion 0 .0% 
Dialysis for chronic kidney disease 0.0 0/o 0 .1 % 
Pregnancy and birth related condit ions and services 0.0 0/o 0.0% 0.0% 0 .1 % 
Assisted reproductive services 0.0 0/o 0.0% 0.0% 0 .0% 
Weight loss surgery 0.0 0/o 0.0% O.OIM! 0 .1 % 
I nsulin pumps 0.0% 0 .O'llt 0 .O'llt 0 .0 0 .0% 
Management of ongoing {chronic) pain 0.0% 0.0'lli 0 .0%PP'I!! PD 
Sleep studies O.OO/oi 0.0% 0.0%1 0 .1 % R1l:2iil 
Total 0 .5 % 0 .0 % 1 .7 % 0 .3% 2 .5% 

Minimum requ irement on a restricted basis 
Restricted basis benefts perm itted 
Minimum requ irement on an unrestricted basis 

xo/o Not a requ irement but must be offered on an 
u n restr cted basis 

The following tables~~ared w ith the Current Design . 

Table D. 2 Breakdown of Change in the Drawing Rate ( compared with the Current Design) 

I ncrease in Drawing Rate 
Scenario 7 Basic* Bronze* Silver Gold Total 
Remova l of restrictions 0.0% 12.9% 8 .8% 0.0% 3 .5% 
New categorisation 0.0% -22 .7% - 1.8% 0.0% -4 .6% 
Tota l (before anti-se lection) 0.0% -9 .9% 7 .0% 0.0% -1.0% 

Anti-se lection 0.0% 4 .0% 1 3.2% 0.1% 2 .3% 
Tota l (after anti-se lection2 0.0% -5.8% 20.2% 0.1% 1.2% 
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Table D.3 Premium comparison in 2019/ 20 Scenario 7 (compared with the Current Design) 

Hospital Contribution per SEU per annum 2019/ 20 
Scenario 7 Basic * Bronze* Silver Gold Total 
Raw Cla ims $942 $1,067 $2,903 $2,825 $2,051 
Net Impact of RE $510 $470 -$407 - $369 $0 
Hospital Prem $1,452 $1,538 $2, 496 $2,456 $2,051 

Pre April 2019 benefit design Basic Bronze Silver Gold Total 
Raw Cla ims $942 $1, 134 $2,415 $2,822 $2,026 
Net Impact of RE $504 $431 -$199 - $380 $0 
Hospital Prem $1,446 $1,565 $2, 216 $2,441 $2,026 

Difference 
Raw Cla ims $0 -$66 $489 $3 $25 
Net Impact of RE $6 $39 -$208 $ 11 $0 
Hospital Prem ( $) $6 -$27 $281 $15 $25 
Hospital Prem( % ) 0.4% -1.7% 12.7% 0.6% 1.2% 
Hospital Prem Change (inc. Inflation) 6.2% 4.6% 19.8% 6.9% 7.5% 
'Refiects the cesults foe pcoducts that end up In the B'SBcon,e categ'c'ies cespectively. 
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Appendix E: Extract of surgery wait times from the report by the Australian 
Institute of Health and Welfare titled, " Elective Surgery W aiting times 2016-2017 
Australian Hospital Statist ics" 

Table 4.6: Waiting t ime statist ics for admissions from publ ic hospital elective surgery wait ing 
lists, by intended surgi cal procedure, 2012-13 to 2016-17<0> 

Intended surgical procedure 2012- 13 2013- 14 2014- 15 2015- 16(b) 2016-H(C) 

Cataract extraction 

Days waited at 50th percentile 89 79 83 93 85 

Days waited at 90th percentile 339 333 331 334 330 

Percentage waited more than 365 days 3 .1 2.4 1.8 2.5 1.4 

/ / / > V 

Total hip replacement 

Days waited at 50th percentile 116 106 109 114 110 

Days waited at 90th percentile 357 354 344 348 344 

Percentage waited more than 365 days 7 .5 6.5 4.4 4.8 3.9 

Total knee replacement 

Days waited at 50th percentile 196 194 191 188 195 

Days waited at 90th percentile 374 365 359 361 358 

Percentage waited more than 365 days 12 .1 9.9 6.6 7.5 6.1 

Soocce , page 43 and page 44 fv port ____\)_ 

The AIHW report on Elect ive · urgery wi ing...ti es i public hospitals st at es that in 2016-17, 74 8,000 
patients were adlJ)iltEr"crto-A~~n puBI~ hospitals from elect ive surgery waiting list s and 15% were for 
Orthopaedic s_yrgery (surgery 01\bo~es, joints, ligaments and tendons, including knee and hip 

replace:ifm n ;s).r tommo~ ntev(lrgical procedure was Cataract Ext ract ion (9 .5%). 

The ave age wat~me acros Aust~alia for t ot al knee replacement is 195 days and 90% of people wait less 
than 358 ays. Wai~mgtimes diffey by State and Territory. For Cataract Ext raction, the average wait t ime 
across Aust~~ is 85 ad 9. aysz% of people wait less than 330 days. Similarly, wait ing times differ by 
State and Terrif !Y and ,.a{e in eased since 2012- 13 . 

The waiting t imes sli w t h they are sufficiently long enough that some people w ill be attracted t o purchase 
private health insuranc nd opt for t reatment in the privat e system . In addition, if they dropped t heir 
insurance cover after their surgery, they may end up receiving more in fund benefits t han contributions paid 
to the fund . Such an adverse select ion effect would underm ine t he financial sust ainability of t he entire 
sector, and would be arguably inequit able t o other long-term paying fund members. 
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