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From: Jonathan Crabtree [mailto:JonathanCrabtree@GMHBA.COM.AU] 
Sent: Wednesday, 4 April 2007 9:31 AM 
To: Jones, Gavin 
Cc: D'Ettorre, Gina 
Subject: New evidence re: Medibank AFLPA Third Line Forcing[SEC=UNCLASSIFIED] 

Gavin Jones - Director 
Adjudication Branch 
Australian Competition & Consumer Commission 
GPO Box 520 Melbourne VIC 3000 

Dear Mr Jones 

I appreciated your time on the telephone and the ACCC's interest in this matter to date. 

Following our conversation, I am concerned that the ACCC may have received incorrect advice. 
I f  this has been the case, I respectfully request the ACCC review the matter based on the 
material contained in the attached letter. 

I understand your advice was Medibank's Priority Gold hospital cover cost 24 percent less than 
Blue Ribbon hospital cover because it had exclusions, restrictions and benefit limitation periods 
that did not apply to equivalent covers available to the public. I n  short the (incorrect) argument 
was the Priority Gold covers available to a select few, cost less than the equivalent covers 
available to everyone, because they were somehow an 'inferior' product. 

The facts are that Medibank's Priority Gold covers are actually superior to those available to  the 
public. The reason Medibank can afford to price these exclusive covers at  a discount of 24 
percent compared to the cost the public pays, is they are only made available to people that are 
likely to be low claimers over the life of their membership. 

This means Medibank's Priority Gold covers are essentially 'risk rated' policies. Under the Health 
Act 1953, health funds must abide by 'community rating'. This means the elderly and sick pay 
the same as the young and healthy. The 24 percent discount on this exclusive cover also flies in 
the face of the Health Act that stipulates the maximum discount be 12 percent. 

My personal view as a marketer, is that smaller funds such as GMHBA may not be able to 
survive in an environment where such massive discounts are available to select groups in 
society. Medibank's promoting their Priority Gold covers via the AFLPA and Third Line Forcing 
simply rubs salt into the wounds of funds such as GMHBA. 

Therefore it is my sincere hope the ACCC considers the new evidence contained in attachment 
and reviews the current immunity granted to Medibank and the AFLPA. 

Thank you. 

Yours truly, 
Jonathan Crabtree 
Executive Manager - Marketing 
GMHBA Limited 
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Gavin Jones - Director 
Adjudication Branch 
Australian Competition & Consumer Commission 
GPO Box 520 Melbourne VIC 3000 

3 April 2007 

Re: AFLPA 1 MEDIBANK third line forcing, discountinq and community rating. 

Dear Mr Jones 

Thank you for your letter dated 23 March in reference to the third line forcing notifications 
N41025 & N41026 lodged by Medibank Private Limited (Medibank) & the AFL Players' 
Association (AFLPA). 1 note the ACCC continues to allow the current immunity from the Trade 
Practices Act stand, yet "...may act to remove the immunity afforded by the notifications at a 
later stage". 

I am writing to request the ACCC remove the current immunities granted in light of the specific 
information provided in this update, which supplements our previous submission. 

It is my understanding that the ACCC wrote to the Department of Health and Ageing (DOHA) 
on 24 January requesting DOHA's ". . . view as to the possible application of the Health Act to 
the notified arrangements, particularly in the context of the principle of Community Rating". 

It is also my understanding DOHA's response has not been made public, even though the 
issue of Community Rating is very much in the public interest. 

According to DOHA, "Community Rating is the fundamental regulatory requirement on 
the operation of health funds. The intent of community rating is to facilitate affordable 
access to private health care for all Australians. It means that everyone pays the same 
premium for their health insurance." 

Medibank Private sells a product called Priority Gold Hospital Cover that is not available to the 
general public and only available to current members of the AFL Players Association. 
Furthermore, it is a superior product to the equivalent cover made available to the general 
public called Blue Ribbon Hospital Cover. 

In November 2006 a Medibank customer service staff member explained the difference 
between Priority Gold Hospital Cover and Blue Ribbon Hospital Cover via email as follows: 

"Thank you for contacting Medibank Priority. The Priority Gold hospital cover is the 
same as the Blue Ribbon hospital cover, however, it also provides you with a private 
room guarantee and a $ 5 0  000 accidental death benefit." 

As prices and conditions of cover may have changed effective 1 April 2007, a Medibank 
customer service staff member explained again today the difference between Priority Gold 
Hospital Cover and Blue Ribbon Hospital Cover via email as follows: 

"The significance difference in the price is because one is a retail product and the other 
is a Corporate product with corporate rates not available to the general public so it is 
very different. We also offer on Priority some unique benefits as a private room 
guarantee and an accidental death benefit." 
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In GMHBA's 24 January submission, we claimed Medibank engaged in price discrimination, 
by offering health insurance with significant discounts to people less likely to claim. This is a 
clear breach of the principles of Community Rating enshrined for more than 50 years through 
the National Health Act 1953 to legislative changes that came into effect this month. 

This new information only confirms that Medibank 'risk rates' its health insurance products 
rather than making them available to everyone regardless of health, age or occupation. 

The National Health Act 1953 also stipulates that discounts not exceed 12 percent. 

"The National Health (Maximum Percentage of Discounting of Contributions to 
Organisations) Determination 1999 made under the old subsection 73BA(4) of 
the National Health Act 1953 (NHA) (now deemed to be made under the new 
subsection 73AAG(4)) establishes 12% as the maximum discount." 

Despite the fact that this 'exclusive' risk rated Priority Gold cover is superior to that available 
to the general public, it is sold at a significant discount as depicted in these written quotes 
from Medibank obtained today. 

Medibank offers this 24% discount only to people less likely to make hospital claims than the 
general public. The retired and sick, by nature of their greater need to make claims and have 
access to affordable health insurance, are expressly excluded from Priority Gold products. 
This exclusive discount available to a select few is around twice that permitted by law. 

Cover Name: Blue Ribbon Hospital 
Cover Summary: Single, Federal 
Government 30% Rebate deducted, in VIC 
Payment Period: 
Fortnightly (Direct Debit): 
Excess 1 : $50.60 
Monthly (Direct Debit or Credit Card): 
Excess 1 : $1 10.00 
Half-yearly (Direct Debit): 
Excess 1 : $660.20 
Yearly (Direct Debit): 
Excess 1 : $1,320.45 

After the annual health insurance review of products and pricing concluded 1 April 2007, 
GMHBA again asserts the AFLPANedibank arrangement should not be endorsed by the 
ACCC because to do so would be in conflict with current health insurance legislation 
and not in the interests of the public of Australia. 

Cover Name: Priority Gold Hospital 
Cover Summary: Single, Federal 
Government 30% Rebate deducted, in VIC 
Payment Period: 
Fortnightly (Direct Debit): 
Excess 1 : $38.56 
Monthly (Direct Debit or Credit Card): 
Excess 1 : $83.85 
Half-yearly (Direct Debit): 
Excess 1 : $503.15 
Yearly (Direct Debit): 
Excess 1 : $1,006.30 

Therefore I respectfully request the ACCC re-examine this matter given the legal precedent 
created will undermine the future sustainability of the health insurance industry and lead to 
unfair outcomes for those who most need to be looked after in the community. 

Yours sincerely, 
fly, /- 

fl( , f&-- 
Jonathan Crabtree 
Executive Manager, Marketing 
GMHBA Limited 
A registered not-for-profit health benefits organisation 

GMHBA Health Insurance - Update to the ACCC re Medibank Private and the AFLPA third line forcinq Page 2 


