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Dear Mr Salisbury,
ACCC Report to the Senate on Private Health Insurance

Thank you for your letter of 17 February 2017 asking Medibank to contribute to the ACCC's
annual report to the Senate on private health insurance.

I note the ACCC is mindful of other consultation processes the industry has contributed to in
recent months and, as such, Medibank will not add to the information already publicly
available.

I draw the ACCC's attention to Medibank's submission to the Senate inquiry into the
Prostheses List Framework. Medibank’s submission contains data comparing the prices paid
by certain public hospitals for some implantable prostheses on the Prostheses List with the
minimum benefit amounts that private health insurers are required to pay in respect of the
same devices.

The current Prostheses List minimum benefit schedule, which is intended to ensure that
health fund members have a minimum level of cover against the prosthesis cost, has had the
unintended consequence of setting an artificially inflated price for surgically implantable
devices for private patients.

This has resulted in charges substantially above commercial prices, as demonstrated by the
data Medibank has obtained from Tasmania, Queensland, Western Australia and South
Australia [some of which is detailed in the submission], and those inflated prices are then
worn by private health insurance customers via higher premiums.

The rules around the Prostheses List provide for lower charges to be permitted in the public
hospital setting, but at least in some state systems, directives from State Governments
prohibit lower prices being charged for prosthetic devices for private patients'.

The data provided by Medibank in the submission has not previously been released and it
shows that the price floor arrangements comprised in the Private Health Insurance
(Prostheses] Rules and its schedule are a serious inefficiency in the regulatory environment,

! See: Private Health Insurance (Prostheses) Rules 2016 (No.4), paragraphs 9(3)(a) and 5(4}(a); Victorian Hospital Circular 22/2005;
NSW Health Policy Directive PD2006_008; and WA Health Fees and Charges Manual (section 6.8).



driving up input costs for private health insurers which then flow into premiums paid by
customers.

Medibank's submission is #14 on the inquiry’'s website and is available to download at:
http://www.aph.gov.au/Parliamentary Business/Committees/Senate/Community Affairs/Pros
thesesListFramework/Submissions

Yours sincerely,

Andrew Wilson
Group Executive, Healthcare & Strategy
Medibank



