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1. INTRODUCTION 

1 .I The Further Submissions in this document are made in response to materials supplied to the ACCC 
by the following parties (Third Party Submissions): . HBF, in a letter dated 5 January2009; . Australian Health Insurance Association, in a letter dated 19 December 2008; . Australian Regional Health Group Limited, in a letter dated 23 December 2008; and . Medibank Private, in a letter dated 6 January 2009. 

These Further Submissions should be read in conjunction with all material supplied to date by the 
applicants for authorisation (Applicants) including, in particular, the letter from Blake Dawson to 
the ACCC dated 2 January 2009 and the Additional Submissions to the ACCC dated 2 January 
2009. 

A number of the Third Party Submissions conlain similar misrepresentations or appear to be based 
on similar misconceptions. 

NO MATERIAL CHANGE TO THE POSITIONS IN TASMANIA AND WESTERN 
AUSTRALIA 

AHlA asserts that "..authorlsation .. will distort market power for the provision of private hospital 
services. This is particularly evident wlthin Western Australia and Tasmania where the proposed 
network would be responsible for the supply of over 40% of private hospital beds in those states ..". 
This assertion is entirely misconceived. 

As has been repeatedly stated by the Applicants in connection with this application, the proposed 
authorisations will make no difference to the position in Tasmania. The relevant hospitals are under 
common ownership by the Little Company of Mary and, accordingly, are able lawfully to negotiate 
collectivelv. exchanoe information and refuse to deal with Fundina Oroanisations. The 
authorisakns whici have been sought make no difference to thLpo&ion in Tasmania. 

Similarly in Western Australia, all of the hospitals within the St John of God Group can, as a result 
of their common ownership, already lawfully negotiate collectively, exchange Information and refuse 
to deal with Funding Organisations. The only change which would be made by the authorisations in 
Western Australia is the inclusion of the Mercy Care Hospital at Mount Lawley, which has 174 
private beds onsite. This small change in Western Australia needs to be seen in the context where 
the key negotiations are with HBF, a Funding Organisation which states in its letter to the ACCC of 
5 January 2009 that it has the "..dominant market share in Western Australia..". 

The proposition, advanced by AHIA, that the authorisations would distort market power is mere 
assertion and unsupported by any facts, particularly in Western Australia and Tasmania, where the 
position is as discussed above. 

INFORMATION SHARING 

The submissions of each of HBF, AHlA and ARHG contain assertions to the effect that any sharing 
of revenue information between hospitals will inevitably mean that all hospitals will want and 
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achieve the same prlcefor everything. The Medibank Private submission suggests that SCHS 
intends to create a league table of peers which has the potential to create unrealistic expectations 
among Member Hospitals. These assertions are, for the most part, based on a misconception as to 
the nature of the data sharing which will be undertaken pursuant to the authorisations. The 
assertions are also directly inconsistent with the outcomes with large corporate groups of private 
hospitals, such as Ramsay Healthcare. 

3.2 The Applicants have supplied considerable detail to the ACCC In connection with information 
sharing including, in particular, the letter from Blake Dawson to the ACCC dated 2 January 2009. It 
has been made quite clear that Funding Organisation price schedules will not be shared or 
compared between RNN member hospitais. Revenue data derived from hospital billing systems 
will be collected and then collated on an aggregated basis by the Agent for the purpose of reporting 
aggregate revenue per patient group. Further details of this are in the letter of 2 January 2009. 
The submissions made by AHIA. ARHG and HBF do not take this into account. They appear to be 
directed towards revenue information sharing of an entirely different klnd. As those submissions 
are based on a fundamental misconception, no weight should be placed upon them. 

3.3 Medibank Private has asserted that its rate schedules can be recreated by multiplying the FWO by 
the publicly available weights for treatments. The Applicants consider that Medibank Piivate is 
exaggerating the ease with which such "reverse engineering" could be carried out and the reliability 
of the results. To demonstrate this, the Applicants would need to draw upon their familiarity with 
the Medibank Private HPPAs and associated funding models, which are subject to Medibank 
Private's confidentiality requirements. The Applicants do not propose to do this unless directed to 
do so by the ACCC. if the reverse engineering exercise were as simple and the results as reliable 
and representative as Medibank Private seems to suggest, then it would be possible for any person 
in the general public with appropriate experience to use patient hospital invoices and publicly 
available weights for treatments and derive hospital specific results. To the extent that this 
theoretical possibility exists it will be unaffected by authorisation of information sharing 
arrangements. 

3.4 Medibank Private states that PWO's between so-called peer hospitals may vary significantly for 
many justifiable reasons and that a league table of peer hospitals may create 'unrealistic 
expectations'. The Applicants do not dispute the general proposition concerning variations between 
hospitals but note that the authorised information exchanges will permit those "many justifiable 
reasons" to be properly explored and debated. It is that element of transparency, currently lacking 
from many of the dealings between Member Hospitals and health funds, which theauthorisations 
will assist in establishing. It is not for a Funding Organisation to determine unilaterally whether a 
hospital's PWO expectations are "unrealistic". That should be a matter for informed negotiation; not 
decided by a Funding Organisation and excluded from open consideration by keeping hospitals in 
the dark. 

3.5 Furthermore, the insistent assertions that the sharing of revenue information between hospitais will 
inevitably lead to higher benefits being paid to those hospitals and flow through to higher premiums 
are simply not credible. Each of the hospitals In large corporate groups, such as Ramsay 
Healthcare, are not paid the same benefits. This is notwithstanding the fact that the revenue 
information in relation to all those hospitals can be freely "shared" within Ramsay Healthcare 
(including on a non-aggregated basis) and used in the context of negotiations. The reality is that, 
notwithstanding unfettered information sharing, hospitals within large corporate groups are paid 
diierent benefits reflecting the very factors which are recited on page 2 of the ARHG submission. 
Unless the Funding Organisations can demonstrate unequivocally that benefits paid to all hospitals 
within corporate groups are identical, the ACCC should place no weight on assertions that 
information sharing inevitably leads to the same benefits being achieved by all hospitals that are 
parties to that information sharing. 

3.6 Heated assertions are made by third parties about the risk to the private and public hospitals 
sectors in Australia which would result from excessive increases in health fund premiums. The 
Applicants submit that great harm wlll be done to both the private and public hospital sectors if 
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hospitals, which are members of the RNN, are systematically underpaid and have, as a 
consequence, to withdraw services, many of which may not be readily available elsewhere in the 
Australian private sector (piease see the Blake Dawson letter of 2 January 2009 regarding revenue 
modelling). 

4. ASSERTIONS THAT CNA HAS USED ITS BARGAINING POWER TO OBTAIN 
UNREASONABLE RATE INCREASES 

4.1 The Applicants submit that it would be entirely contrary to the principles of natural justice for the 
ACCC to accord any weight to submissions made by ARHG concerning CNA's conduct in the past 
and the reasonableness or otherwise of rate increases, without affording the Applicants the 
opportunity to address those matters on an infomled basis. 

5. FACTUAL MATTERS 

5.1 Contrary to the statement by Medibank Prhrate concerning paragraph 3.13 of the draft 
Determination, CNA has negotiated standardised HPPA terms and conditions with Medibank for the 
Partner Hospitals during the 2007 and 2008 contracting periods, and continues to do so in 2009. 


