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Scheme

Gap Cover Scheme

OVERVIEW

Terms of Reference

The Senate Community Affairs Legislation Committee (the Committee) is conducting an inquiry into the Health Legislation Amendment (Gap Cover Schemes) Bill 2000 (the Bill).  The Committee wrote to the Department of Health and Aged Care on 6 April 2000 inviting it to provide a written submission by 20 April 2000.

In recommending the reference of the Bill to the Committee, the Selection of Bills Committee provided the following reasons for referral:

To examine the Bill and the policy implications of the National Health Amendment Regulations 2000 in relation to:

· the practicality of the proposed ‘gap cover schemes’ and the likely acceptance of these schemes by medical service providers;

· the effectiveness of measures proposed to cover gaps without inflation of health insurance premiums or total costs to patients;

· the best method to measure inflation and the process for revocation of schemes which fail to meet this criteria;

· the definition of ‘informed financial consent’ and ‘known gaps’;

· the form of disclosure of costs to patients and the enforceability of bills when there has been no disclosure;

· the impact of schemes on existing medical purchaser-provider agreements;

· the effectiveness of the reporting and review provisions; and

· the need for any additional consumer safeguards. 

This submission from the Department addresses each of these issues.

Before doing so, the Department would like to draw the Committee’s attention to some broader issues, including the role of the private health sector in Australia’s overall health care system, the impact the existence of the gap exerts on this contribution and the current methods for addressing the problems posed by gap payments.  

Introduction

The Health Legislation Amendment (Gap Cover Schemes) Bill 2000 is facilitative legislation.  It will give the health funds and the medical profession an additional means by which they can continue their efforts to develop better value private health insurance cover for consumers by responding to their demand for no or known gap insurance.  

This legislation aims to strike a balance by providing a framework that ensures benefits and protection for consumers, while allowing the industry sufficient freedom to develop gap cover schemes based on its considerable knowledge and expertise.

This legislation addresses the demands of consumers, the concerns of the medical profession and the needs of the health funds.  It is a framework that makes participation voluntary for funds and the medical profession, while offering consumers the right to have their health insurance sort out their medical costs leaving no gap or a known gap.  

Consumers want to purchase health insurance that is value for money. An important factor in the appeal of private health insurance is that it can give consumers peace of mind and freedom of choice should an unexpected health problem arise.  The prospect of being faced with a large gap payment can take away this peace of mind.

Although many doctors have responded to these patient concerns and have entered into agreements with funds under the existing legislation, some have objections to any form of contract with health funds.  This has prevented no gap or known gap cover being provided to the majority of private sector patients.

Gap cover schemes will not be based on contracts.  This will enable the funds and the medical profession to work cooperatively towards the common goal of better outcomes for patients. This legislation will provide the private health sector access to an additional option to enable practical and workable solutions to the gap problem to be developed.

Background
The Government’s objective is to make private health insurance more attractive to consumers to help stabilise the health insurance participation rate and take some of the pressure off the public hospital system.  This legislative package
 allows gap cover without the need for formal contracts between doctors and funds, which means that private health insurance contributors will be provided with a greater choice of products that offer either no medical gap or known medical gap benefits.  

The Government is keen to ensure membership in private health insurance stabilises and increases, and thereby to ensure that Australia’s health system continues to offer consumers universal access to a strong public health sector and the choice of a vibrant private sector.  

Consumer dissatisfaction with private health insurance has contributed to the steady, and only recently arrested, decrease in the percentage of the population with private health cover.  The participation rate in private health insurance has risen in the last four quarters. According to the Private Health Insurance Administration Council (PHIAC), this is the first time this has occurred since September 1989 when the Council commenced publishing these records.

As the Productivity Commission reported in 1997, falling membership, and the subsequent cost pressures this creates for health funds, threatens the stability of the private health sector.

The Commission’s report refers to the ‘vicious circle’ of falling membership.  Lower participation by the general population in health insurance worsens the industry risk profile and effectively raises benefits payable (and thus premiums).  As premiums rise there is a further drop out of healthier members and the cycle of falling membership continues.

If the vicious circle of falling membership is allowed to continue, funds will be left with a greater proportion of high cost, sicker or elderly members, without the needed contribution income of low claiming, younger, healthier members.   This is known as adverse selection.

This Bill is part of the Government’s overall strategy to address the decline in health insurance membership. The private sector makes an invaluable contribution to the overall viability of the Australian health care system, and for this to continue a way must be found to cater to the consumer’s demand for no or known gap services.  This will in turn help to lessen the impact of adverse selection, so funds can build a better risk profile.  

To address affordability, the Government introduced the 30 per cent Rebate on 1 January 1999, which is equal to 30 per cent of the cost of private health insurance premiums.  The Rebate is available to everyone who is eligible for Medicare and has a policy provided by a registered fund, whatever their level of cover or type of membership. The Government has also taken steps to stimulate product innovation through, for example, the introduction of loyalty bonuses and private sector coordinated care trials, and is increasing industry stability through measures such as Lifetime Health Cover.

In addition, a Senate amendment in relation to the Rebate legislation requires all health funds to offer no or known gap policies by 1 July 2000, to ensure they are eligible to continue to offer the Rebate as a premium reduction.  

Gap cover schemes will enhance this stabilising trend, and complement the measures the Government has already introduced, by making private health insurance a more attractive, better value product.
The Gap Defined

The ‘gap’ is the difference, paid by the health fund member, between fees charged by doctors for in-hospital medical services and the combined health insurance benefit and Medicare benefit.
For private patients receiving in-hospital medical services, the Medicare rebate is 75 per cent of the Medicare Benefit Schedule (MBS) fee.  Health funds are required to cover the remaining 25 per cent of the MBS fee.  Funds can pay benefits in excess of 25 per cent when the doctor charges more than the MBS only where the doctor has a negotiated agreement - either directly with the fund, or with a hospital that itself has a negotiated agreement with the fund. 

The Government determines the MBS fee. Fees are generally adjusted on an annual basis having regard to selected economic indices.  The average MBS fee per service has increased by approximately 80 per cent since the introduction of Medicare in 1984.  That increase is in line with the increases in the Consumer Price Index (CPI) over the same period. 

While this is the basis for what will be covered by the Government and private health benefits, it does not cap the fees charged by medical practitioners, who determine their charges on the basis of their own assessment of what their services are worth and what the market will bear.

The Size of the Gap

The most recent Department of Health and Aged Care figures show that in 1997-98 the cost of medical gaps for in-hospital medical services provided to people with private health insurance was around $200 million.

The most recent Departmental data
 for 1997-98 indicate that the average medical gap for an episode
 for a private patient in a private hospital was $151.  The average medical gap for an episode for a private patient in a public hospital was $69.

In order for health funds to fully cover all gaps currently charged, it is estimated they would need to raise their hospital cover premiums by around 6 per cent on average. This figure is derived using the following formula:

	Estimated fees charged – actual benefits paid
	x100

	Total hospital product premiums 98-99 financial year
	


The difference between estimated fees charged and actual benefits paid for in-hospital medical care for privately insured patients for the period January 1999 to December 1999 is $215.6 million.
  The total hospital product premium for the 1998-1999 financial year is $3481.1 million.
  These figures cover private patients, in both private and public hospitals.  Therefore, the estimated premium increase if all existing gaps were to be fully covered by health funds (if there was no change in fees) is 6.2 per cent.
Effect of the Gap on Private Health Insurance Coverage

National private health insurance coverage had fallen from over 50 per cent of the Australian population in June 1984 to 30.1 per cent in December 1998.  Since then, the participation rate has begun to rise again, due to the impact of Government measures such as the Rebate and the introduction of Lifetime Health Cover, and as at 31 December 1999 stands at 31.7 per cent of the population (excluding Department of Veterans’ Affairs gold card holders).  

The major factors underpinning the fall in private health insurance coverage during the eighties and nineties were sharp rises in premiums against the background of universal availability of a free public hospital system.  However, the gap has also played an important role, in that its continued existence convinces many consumers that health insurance does not offer value for money.  Moreover, as the premium concerns have been reduced with the introduction of the 30 per cent Rebate, the gaps issue has been thrown into starker relief. 

Consumers want no gap or at least a known gap in return for their insurance premiums. The gap is one of the major causes of complaint about private health insurance, particularly when the requirement to pay it is not made known to the patient prior to receipt of the bill for services. 

The Role of Private Health Insurance in Health Care Funding

Private health insurance plays a major role in funding the hospital system in this country. In the 1997-1998 financial year, private health insurance contributed around $3 billion in hospital benefits and the private sector cared for roughly a third of all hospital patients.
 

Due to its important role, any fall in the proportion of people covered by private health insurance has far-reaching implications for the Australian health care system as a whole. 

Decreases in health insurance coverage leads to reduced utilisation of the private hospital system, placing upward pressure on Commonwealth and State funding for the public system.

The following table has been developed for illustrative purposes and displays the estimated contribution by various parties to hospital care as a public patient, and as an insured patient in a private hospital.  Although the figures are indicative only, the table demonstrates the great significance of the private sector contribution to the Australian health care system overall.  

The table shows the sources, in the broad, of funding for two types of hospital patients - a public patient in a public hospital and an insured patient in a private hospital. For example, for an insured private hospital patient, the Government contributes in the order of 39% of the cost of care through a combination of the insurance rebate and benefits paid under the MBS and PBS schemes.
(This table has previously been included in the Department’s submission to the Senate Community Affairs References Committee Inquiry into Public Hospital Funding.)

Table 1: Indicative distribution of costs for hospital care

	
	Public patient in

Public hospital
	Insured patient in

Private hospital

	Commonwealth
	
	

	
	- Medical benefits
	Nil
	15%

	
	- Pharmaceutical benefits
	Nil
	2%

	
	- 30% PHI Rebate
	Nil
	22%

	
	- Australian Health Care Agreements contribution
	45%
	Nil

	
	Commonwealth subtotal
	45%
	39%

	States
	55%
	Nil

	Private
	
	

	
	- Net PHI premium
	Nil
	51%

	
	- Out of pocket
	Nil
	10%

	
	Private subtotal
	0%
	61%


Source:
Australian Institute of Health and Welfare Health Expenditure Bulletin No 15, Table 8
Private Health Insurance Administration Council Annual Report 1997-98
Hospital Casemix Protocol dataset held by the Department of Health and Aged Care
Pharmaceutical Benefits claims

Notes:
All insurance values are based on 1997‑98 figures and modified to include the 30% PHI Rebate.
The public patient figures reflect public hospital funding, ignoring the contributions of Department of Veterans Affairs and non‑government sources. This assumes that revenue from private patients equals the cost of treating those patients.
The insured patient figures in a private hospital use 1997‑98 HCP data to estimate out of pocket costs and 1998‑99 claims via 26 private hospitals to estimate PBS contributions.

The Impact of the Participation Rate on Funding Under the Australian Health Care Agreements

Under the previous Medicare Agreements, private health insurance coverage was not factored into the funding arrangements in any way, and the entire risk of fluctuations in the level of private health insurance coverage fell to the States.  Under the current Australian Health Care Agreements, this risk is shared between the Commonwealth and the States as one part of a risk sharing structure that seeks to improve on the previous arrangements by sharing the risks of financial exposure to changes in factors which influence the cost of public hospital services.

It is important to note that, in addition to the private health insurance participation rate, funding under the Agreements is adjusted to reflect:

· growth and ageing of the Australian population, estimates of which are regularly updated;

· underlying demand growth from technological change and increasing consumer expectations by a factor of 2.1% per annum; and

· changes in the costs of hospital services.

The specific arrangements relating to the private health insurance participation rate provide that, should it decline in 1999-2000 and later years, thereby placing greater demands on public hospitals, Commonwealth funding under the Agreements will increase at around 

$82 million per percentage change.  Conversely, should the participation rate increase above certain levels, the Agreements originally intended that funding would decrease at the same rate of $82 million per percentage change.

However, during consideration of the National Health Amendment (Lifetime Health Cover) Bill 1999, the Government undertook to vary the existing Australian Health Care Agreements to modify the risk sharing arrangements for changes in the private health insurance participation rate.  The proposed variation is intended to ensure that the States and Territories cannot be worse off as a result of any increase in the private health insurance participation rates.

Measures Already in Place to Address the Gap

Two key strategies are currently in place for addressing medical gaps, which have met with limited success to date.  These are:
· agreements/contracts – legislative changes since 1995, have allowed health funds to enter into contracts over price with both hospitals and doctors; and 

· simplified billing – legislation introduced in 1998 which allows for arrangements in which patients are presented with aggregated bills from medical practitioners providing services during a particular episode of in-hospital care, with no gap or a known gap.

Further to these strategies, a major incentive for health funds to introduce no or known gap cover arises from the legislative requirement under the Private Health Insurance Incentives Act 1998.  A Senate amendment requires that funds must offer contributors either a no or known gap product by 1 July 2000 if they wish to continue to offer the 30 per cent Rebate as a premium reduction.  This is currently prompting the funds to develop agreements to solve the gap problem.

Members of funds that do not offer no or known gap policies will still be able to claim the 30 per cent Rebate through their annual tax return, or as a direct cash payment from Medicare offices.  However, as any fund that did not offer the premium reduction option for accessing the Rebate would be at a considerable disadvantage in the marketplace, this measure is a real incentive.

These measures, although producing some gains and consumer satisfaction, will not eliminate gaps altogether in the short or medium term without further reforms.  The major disadvantage of the existing measures is that some doctors are opposed to the contractual arrangements.  Their success has also been limited by their lack of public visibility.

Agreements

Current legislation allows the gap to be covered in circumstances where the service is rendered by, or on behalf of, a medical practitioner:

· with whom the registered health fund has a medical purchaser-provider agreement (MPPA); or 

· who has a practitioner agreement (PA) that applies to the professional service provided, with the hospital where treatment occurred, and that hospital has a hospital purchaser-provider agreement (HPPA) with the registered fund. 

The official representatives of doctors (eg, the AMA and the colleges of specialists) have consistently expressed opposition to the idea of agreements with funds and hospitals.  They have argued that such agreements would be the first step towards ‘US style managed care’ arrangements under which doctors would lose their clinical independence.

In response to these concerns, legislative changes were made in April 1998 to ensure that doctors’ clinical freedom is maintained at all times during the agreement process.  However, the official position of practitioner organisations has remained anti-agreement.

Appendix B summarises the key differences between MPPAs, PA/HPPAs and the proposed gap cover schemes.

Simplified Billing

From the Government's perspective, simplified billing is about:

· the aggregation of patients' bills for in-hospital care;

· the streamlining of claims procedures; and

· the provision of informed financial consent (in other words, informing the patient if any gap fee is to be charged).

The first component refers to the aggregation of private patients' in-hospital medical bills into one single bill, where this is possible.  

The second component ensures that patients do not have to be involved in claiming money from their health fund or from the HIC and passing it on to practitioners.  This work is undertaken on behalf of patients by an approved billing agency.

The third component involves the coordinating physician or the hospital taking responsibility for making sure patients are given sufficient information which enables informed financial consent including:

· which doctors will be involved in their care; 

· what the total medical costs will be; and

· how much of these costs will not be covered by their insurance and the MBS.

Informed financial consent ensures a known gap for the patient, except in the minority of cases where the procedure does not take place as planned (eg, complications requiring further interventions).

Seven trial sites for simplified billing were established in 1997 and to date 36 billing agents have been registered.   Take up of simplified billing has been slow, due to the high processing overheads, with the overwhelming majority of simplified claims being made under AXA’s Mediplus Ezyclaim scheme.  This proportion will rise as more MPPA and HPPA arrangements are put in place by other funds.

The future growth of simplified billing will be determined by the development of more automated processing and payment systems, the willingness of providers to participate, and the ability of health funds to negotiate agreements with providers, particularly in the pathology and radiology sectors.

Why This Legislation Is Needed

Current Market Penetration of Gap Cover

As noted previously, some bodies representing medical practitioners have consistently opposed participation in agreements.  Despite this, some successes have resulted from the work of funds to address the gap using the existing legislative framework.  These efforts have resulted in a significant rise in the number of services where patients have received near or full cost cover. 

The following table shows the market penetration of agreement arrangements.  The market penetration  (measured by the proportion of medical services
 where additional benefits are paid) has risen to 9.4 per cent in the December 1999 quarter, although this varies markedly across States. The number of services attracting benefits toward the gap between charges and schedule fee increased by 46 per cent between the September 1999 and December 1999 quarters, with those benefits increasing by 37 per cent.

Table 2: Penetration of gap arrangements and average gap by State or Territory

	State
	
	
	December-98
	December-99

	
	
	
	Penetration
	
	Gap* per service
	
	Penetration
	
	Gap* per service
	

	NSW + ACT
	
	
	0.1%
	
	$24.27
	
	1.2%
	
	$26.28
	

	Vic
	
	
	10.5%
	
	$14.99
	
	21.1%
	
	$13.72
	

	Qld
	
	
	0.0%
	
	$22.72
	
	0.4%
	
	$23.20
	

	SA
	
	
	17.0%
	
	$8.07
	
	30.2%
	
	$5.81
	

	WA
	
	
	0.0%
	
	$25.92
	
	1.4%
	
	$24.83
	

	Tas
	
	
	0.0%
	
	$24.21
	
	0.2%
	
	$25.27
	

	NT
	
	
	1.5%
	
	$42.37
	
	6.5%
	
	$33.28
	

	Australia
	
	
	4.6%
	
	$19.99
	
	9.4%
	
	$20.11
	


Note:
Average gap is the difference between the fee charged and the total (Medicare and fund) benefit paid
Source:
Medicare data held by the Department of Health and Aged Care and Private Health Insurance Administration Council Report A

The increase in overall market penetration has been accompanied by a stabilisation of the average medical gap payable by an insured patient.  Nationally, the average medical gap for each in‑hospital medical service rose steadily until December 1997. Since then, the gap has stabilised, concurrent with the penetration of gap arrangements (see Figure 1). The average gap is $20.11 per service for the December 1999 quarter (see Table 2).

Greatest success has occurred in South Australia. In this State, 30.2 per cent of in‑hospital medical services for insured patients are paid under an agreement. This success has led to the lowest average gap, of only $5.81 per service. Figure 2 shows the success of the no gaps policy in South Australia. Clearly, gaps have fallen (line) as agreements have increased (bars).

Significant success has also been achieved in Victoria (Figure 3), with 21.1 per cent of services attracting payments under an agreement in the December 1999 quarter. There has been less success in other States and Territories, but they are also starting to show signs of implementing more gap cover compared with the same quarter the previous year 

(see Table 2).  Nevertheless, until we start to see a wider spread of no gap arrangements in NSW and Queensland, many Australians will continue to face additional fees for hospital services.  
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Why Gap Cover Schemes?

Despite the successes outlined in the previous section, as the graphs and figures show, success has been limited mainly to two States – South Australia and Victoria.  It has been five years since the agreement legislation was introduced to allow funds to cover the gap via contracts, yet the penetration of such arrangements across the nation has remained low. While progress has been good, it has clearly not gone far enough.  

It is apparent that gap cover arrangements could become more widespread if they were supported by larger numbers of medical practitioners. The gap cover schemes that will be facilitated by this legislation will help to achieve broad support across the medical profession. 

The Government is keen for funds to continue their current efforts.  The measures in this legislation provide a separate and additional means of addressing the gap that will help to achieve wider availability of no and known gap private health insurance cover for consumers across the board.

The legislation is needed to provide this extra and separate option to appeal to all doctors, particularly those who are not currently participating in agreements and would not do so under any circumstances due to their objections to contracts.  

The heightened interest in gap measures generated as a result of the gap cover schemes initiative will provide added impetus to existing fund measures to address the gap, acting as a catalyst for more widespread involvement of funds and doctors.

ISSUES FOR INQUIRY

Practicality of Schemes and Their Likely Acceptance by Medical Practitioners

Practicality of Schemes for Health Funds
Funds designing gap cover schemes will need to submit an application for approval to the Minister for Health and Aged Care before the scheme can become operative.  Approval of schemes will be by reference to criteria specified in the regulations attaching to the Bill.  

To ensure schemes continue to meet the criteria for approval, once a scheme is approved, funds will be required to report to the Minister on an annual basis. The regulations also provide for periodic review by the Minister if necessary, and for the Minister to impose conditions to ensure schemes continue to meet the criteria for approval.

Funds will also need to provide their annual report on scheme operation to the Private Health Insurance Administration Council (PHIAC).  Schemes will be independently monitored by PHIAC to determine the extent to which they genuinely reduce or eliminate gap payments by consumers. 

The Minister will also have the power to revoke schemes that are not delivering better outcomes to patients.  In addition, funds will be able to apply to the Minister at any time if they feel it necessary to vary or revoke a scheme.

Practicality of Schemes for Consumers

From the viewpoint of the patient, there will be no difference whether gaps are covered under existing agreement arrangements or gap cover schemes.  Both options require informed financial consent, so whether a patient’s doctor participates in a scheme or an arrangement, that patient will receive treatment with either a known gap or no gap.  

As a result, gap cover schemes will not introduce added complexity to existing options for covering the gap. The legislation simply provides an alternative option to covering the gap that does not require contracts. 

The only difference is that the gap cover schemes will attract more doctors willing to participate in gap arrangements, resulting in more patients receiving no gap or known gap services.

The legislation has been designed to safeguard consumer interests, whilst also providing the industry with the freedom to design schemes based on their expertise and knowledge of the operation of the private health sector. 

The process for scheme approval will ensure that only schemes that will be beneficial to consumers will come into operation, and they will also require funds to make provisions that if a scheme were to be revoked the consumer would not be disadvantaged.

The Health Insurance Act 1973 will be amended to provide for the automatic assignment of a Medicare benefit from a contributor to a fund, approved billing agent, hospital or day hospital facility, or other prescribed person, when that benefit relates to a service performed by a medical practitioner under an approved scheme.  As a result, the billing and payment arrangements for health fund members covered by a scheme will be streamlined and simplified.

Practicality of Schemes for Practitioners

It is not expected that practitioners who choose to participate in gap cover schemes will be faced with any more complex administrative arrangements than under the existing agreement framework.  

Although there are 44 health funds, it is not likely that this legislation will result in 44 gap cover schemes with unique administrative arrangements.  Of these 44 funds, 28 are members of the Australian Health Service Alliance (AHSA), a service company that represents a group of small to medium health funds in the management of agreements, data collection, development of electronic payment systems and relevant research.

If member funds of the AHSA were to offer products under the new legislation, it would be likely that the AHSA would put forward one gap cover scheme with common administrative arrangements.  This issue has been discussed with the ACCC, and it is agreed that it is appropriate for an organisation such as the AHSA to put forward a common scheme, providing any negotiations undertaken on behalf of competing member funds do not lead to a common schedule of benefits.  

Of the remaining 16 funds, a large proportion are small, regional funds, which would mean any practitioners in these specific regions would only be likely to have to deal with a limited number of schedules.  For example, one schedule from a regional based fund and another from a national fund that may be represented in the area.

It is up to the funds and the medical profession to develop schemes that meet the needs of consumers and the expectations of practitioners. 

Funds will be free to choose the way in which they develop schemes, and this will be based on sound commercial decisions.  There would be no point in a fund putting forward a scheme that was so administratively complex no doctor would participate and no consumer would purchase the product. 

Acceptance of Schemes by Medical Practitioners

This legislation delivers what consumers are demanding by providing more scope for funds to cover the gap, but also what many doctors have demanded – a no contract approach to cover the gap.

The Australian Medical Association (AMA) has consistently expressed concern that the current agreement approach, due to the need for contracts, is a step towards ‘US style managed care,’ and will eventually lead to funds controlling services.  Although the legislation permitting agreements clearly states the professional freedom of practitioners must be maintained at all times, some doctors have in-principle objections to any type of contract, whether it be a formal document or an informal offer and acceptance.

The AMA has welcomed the opportunity this legislation presents for gaps to be covered without the need for contracts or formal agreements. 

The Department consulted widely on the legislation and regulations and, as well as health funds, consumer groups and industry representatives, specifically invited as many practitioner groups as possible to attend meetings to discuss the proposed regulations and provide comments and suggestions.
  

Feedback from many practitioners was that they were keen to become involved in gap cover, provided they could do so under a no contract approach. 

Effectiveness of Measures Proposed to Cover Gaps Without Inflation of Health Insurance Premiums or Total Costs to Patients

The Essential Criteria

The essential criteria for approval of schemes are as follows:

· that the scheme either eliminates the cost of hospital treatment and associated professional attention (ie it provides ‘no gap’ cover), or covers all but a specified amount or percentage of the full cost of hospital treatment and associated professional attention (ie that it provides ‘known gap’ cover);

· that the scheme requires practitioners to inform the patient insured under a known gap policy of any amount they may be reasonably expected to pay for professional attention, before treatment if possible or as soon as practicable after treatment;

· that the scheme provides for a simplified billing arrangement where appropriate;

· that the scheme does not have an inflationary impact, by, for example, providing for open ended reimbursement of medical fees, or increasing the total cost borne by consumers;

· that provisions are made so that contributors would not be disadvantaged if a scheme was revoked; and

· that the scheme ensures that the professional freedom of medical practitioners to identify appropriate treatments within the scope of accepted clinical practice is maintained at all times.

Approval for schemes will be made with reference to these criteria.  Funds will have to address all of the criteria in their application in sufficient detail to convince the Minister their scheme will be beneficial to contributors.

Importantly, no scheme will be approved unless the fund can demonstrate it will not have an inflationary impact.  The way in which inflation will be measured will be discussed further in the next section.   

To further safeguard the interests of consumers, the Minister will be able to monitor the schemes via funds’ annual reports on scheme operation.  The Minister may also review the operation of schemes at regular intervals and may impose conditions on the continued operation of schemes if necessary. 

Schemes will also be independently monitored by the Private Health Insurance Administration Council (PHIAC) to determine the extent to which they genuinely reduce or eliminate gap payments by consumers.
As a last resort, the legislation also provides for revocation of schemes if they are not delivering better outcomes for patients and do not meet the criteria as required.

The approval process, along with the mechanisms for review and revocation, forms a strong framework to ensure that gap cover schemes will not result in inflation of health insurance premiums or total cost to patients.  As funds are required to address all the essential criteria in their application for scheme approval, there will be no chance that a scheme will come into operation unless it can demonstrate it provides appropriate benefits and protection for consumers and ensures they are not required to bear extra costs.  

The Best Method to Measure Inflation and the Process for Revocation of Schemes

How Inflation Will be Measured 

Gap cover schemes will not provide an open-ended funding mechanism for medical fee increases.  Funds will have to demonstrate clearly in their application for scheme approval that their no contract scheme will not have an inflationary impact.  Schemes will not be approved unless funds can meet this criterion.

In addition, funds will be required to report annually on scheme operation and the schemes will be periodically reviewed.   This process will ensure that the schemes continue to meet all the essential criteria, including the requirement that schemes will not be inflationary.

The Minister will initially assess the potential inflationary impact of a scheme based on the information the fund provides in its application for scheme approval.  Overall, the Minister will assess the inflationary impact of a scheme by reference to whether the fund can demonstrate it does not provide open ended reimbursement to practitioners and that it will not increase the total cost borne by the consumer relative to what would have been the case with gap cover arrangements achieved under the existing legislation.

The approval process will ensure that schemes will not have an inflationary impact over and above gap cover products already developed under existing agreements.  Many funds that have recently introduced agreements under the existing legislation, for example Medibank Private, and member funds of the AHSA, have undertaken initially to absorb extra costs where possible, in anticipation that these extra costs will be offset by increased participation. 

The onus is on the fund to provide clear and detailed information to demonstrate their scheme meets all the essential criteria.  What this information entails may depend on the individual fund and its circumstances, for example whether it has agreements already in place and what sort of membership profile exists.  

To address the issue of inflationary impact in their application, funds may address factors such as: 

· the level of above-schedule fee benefits they will pay; 
· how this figure will be determined; 
· the impact of the scheme over time on premiums and the participation rate; 
· the assumptions that have been made in developing the scheme, for example the extent to which doctors are expected to participate and to what extent contributors will purchase the product; 
· the sustainability of the scheme; 
· comparisons with previous premiums history; and
· other cost drivers that impact on premiums.
In considering the potential inflationary impact of gap cover schemes, it is instructive to identify the factors which have impacted on premiums for hospital products since 1995, when funds first gained the ability to pay above-MBS benefits under the agreement framework.

The Productivity Commission’s 1997 report 
 identified key factors contributing to hospital insurance premium increases.  More recently, preliminary investigation by the Department has found that the key cost drivers of premium increases in the three year period 1995/96 to 1998/99 were:

1. prostheses benefits;

2. the shift from public to private hospitals; and

3. ageing of the population.

Thus, the level of medical fees has not been found to exert a significant influence on the level of hospital cover premiums. 

Revocation of Schemes

The provision for revocation of schemes is provided as a last resort.  Revocation of a scheme would only occur if the scheme no longer met the essential criteria, and if the fund was not complying with a previously imposed condition.
The process for revocation may occur as follows.  The Minister may choose to undertake a periodic review of a scheme if he considered possible problems existed with the scheme meeting the critieria.  The decision to initiate a review is solely at the discretion of the Minister.  If problems identified from such a review indicated the scheme no longer met the criteria, the first step would be for the Minister to impose conditions aimed at correcting those problems.  For example, the Minister may require the fund to report monthly instead of annually for a fixed period, until he could be assured the scheme was continuing to meet the criteria as set out in the fund’s application for approval.  If conditions imposed did not cause the scheme to meet the criteria, and further conditions would not do so either, the Minister would then revoke the scheme’s approval.

Application for approval of schemes requires that funds identify how they will ensure that contributors will not be disadvantaged should a scheme be revoked.  For example, funds may provide that contributors will be able to transfer to an alternative product without additional cost.

The Definition of ‘Informed Financial Consent’ and ‘Known Gap’ 

‘Informed Financial Consent’

The legislation is intended to be as flexible as possible, to take into account the difficulties doctors may face in providing informed financial consent in all cases, for example when patients are brought in for emergency treatment.  

It is also recognised that many doctors already have their own systems of providing informed financial consent in place that work well for their patients.  Consequently, the legislation is not prescriptive.

Informed financial consent is to be an integral part of gap cover schemes – precisely as it is for existing agreements between doctors and funds, and hospitals and funds.  

The criteria for approval of schemes contained in the draft regulations require informed financial consent in respect of gap cover schemes.  The wording in the criterion referring to informed financial consent mirrors the section of the National Health Act dealing with hospital and medical purchaser provider agreements.

The requirement for informed financial consent in the existing agreement legislation requires the practitioner to inform the contributor of any amounts they can reasonably be expected to pay, where practicable, at any time before treatment, or otherwise as soon after treatment as the circumstances permit.  

The Government does not seek to make the requirement any more or less prescriptive than this.  It would not be appropriate to impose a standard informed financial consent system when individual practitioners and funds are in the best position to determine the ways of communicating information about costs that will best suit their patients.

The AMA has always given support for informed financial consent, and actively encourages their member doctors to provide it to their patients.  The AMA believes that, wherever possible, doctors should advise their patients of the fees that are likely to apply to any medical service and the likely rebates, so that patients are aware of any gaps and they are able to make an informed financial decision about proceeding with the service.

‘No Gap’ Versus ‘Known Gap’

The definitions of no gap and known gap are the same definitions used in the 30 per cent Rebate legislation, the Private Health Insurance Incentives Act 1998.  

A ‘known gap’ policy is a contract of insurance entered into by a registered organisation that covers all but a specified amount or percentage of the full cost of particular hospital treatment and associated professional attention for the person or persons insured.  

A ‘no gap’ policy means a contract of insurance entered into by a registered organisation that covers the full cost of particular hospital treatment and associated professional attention for the person or persons insured.

As gap cover is gradually introduced, all products from all funds may not necessarily cover the total cost of the gap, but may cover a known or reduced gap.  If consumers are provided with known gap cover, this is acceptable in the short term, as this addresses what is currently one of the most often reported complaints about the gap – the element of surprise.  

In this legislation, the Government does not indicate a preference for either no or known gap policies. Both these options are an improvement on the current situation, and both address consumer complaints.  

As consumer awareness increases, private health fund members will be prepared to inquire about prices with their doctor and about benefits provided by health funds, and then shop around to find the services which best suit their needs.  This will provide a catalyst for both no and known gap cover to increase. 

The Form of Disclosure of Costs to Patients and the Enforceability of Bills if There is no Disclosure 

The Form of Disclosure of Costs

Schemes will not be approved unless funds address in their application for scheme approval how informed financial consent is to work.  The key issue, however, is to ensure that informed financial consent does happen.  How this is to be done effectively is a matter for funds to agree to with doctors.

As discussed, the form of informed financial consent will be up to individual practitioners.  It would not be appropriate to dictate a specific model, as many practitioners already provide informed financial consent in a way which suits their patients, their own individual practice and the particular circumstances surrounding an episode of care.  

If a patient is admitted to hospital for emergency treatment, for example, it may not be practical to expect the doctor to provide information to the patient necessary for informed financial consent before professional attention is given.  Similarly, some specialists cannot give an exact quotation of services prior to treatment, as complications or changes to the anticipated treatment may arise during the admission.

The requirement for informed financial consent in the legislation ensures that practitioners must provide information about costs to their patients if they wish to participate in no contract gap cover.  

Due to the practical experience and firsthand knowledge of the private health sector, it is more appropriate for discussion about possible formats of informed financial consent to occur between doctors and their representative organisations such as the AMA, and funds who are designing schemes, rather than the Government specifying in legislation what should occur.  The AMA already makes information available to its members on informed financial consent, for example, the Association’s web site
 outlines a suggested consent process and provides an  AMA endorsed financial consent form for use in medical practices.

Applications for scheme approval will not be approved by the Minister unless funds address  this criterion sufficiently.  Furthermore, the reporting process will mean that funds will have to provide information on informed financial consent and show that it is operating effectively in order for the scheme approval to continue. 

The Government’s endeavours to ensure that every patient receives all information necessary to provide properly informed financial consent to treatment extend much more widely than the current Bill. 

There has been a focus on empowering consumers to insist on receiving all relevant information. To this end a brochure, “Medical Fees – Know Your Rights”, was issued in December 1999 to better inform consumers about the gap and their rights in relation to practitioner charges. This brochure is available from all Medicare offices. 

The Department is also developing, in conjunction with the Private Health Insurance Ombudsman, a number of strategies to ensure that consumers reap the benefits of the provision of informed financial consent.  

As a component of this approach, the Department has recently issued a Circular which aims to assist the private health insurance industry to adopt a consistent approach to informed financial consent. The Circular provides suggested forms for the provision of information on charging to the patient. The form relating to quotations for medical services is provided at Appendix D.

The Impact of Schemes on Existing MPPAs

Progress to Date Using the Existing Agreement Legislation

The Government is keen for funds to continue their current efforts to address the gap using the existing agreement options, and has been very encouraged by the progress that has been made to date.  

· AXA’s ‘Mediplus Ezyclaim’ is a particularly noteworthy example of the success that has been achieved in the area of gap cover using the existing agreement arrangements.  To date, the Mediplus Ezyclaim system has paid for in excess of 500 000 services, saving patients hundreds of dollars as well as enabling no, and known, gaps.

· Medibank Private also recently introduced a Medical Purchaser-Provider Agreement, GapCover, on 1 November 1999. GapCover provides a schedule of benefits for use by doctors to address gap payments by members.  The fund expects that over the next twelve months, half of the hospital medical services provided to its members will be claimed under GapCover. 

Medibank Private intends to provide GapCover with no extra premiums for fund members. While GapCover will come at a cost to the fund, this will be partially financed from the surplus the fund achieved in the last financial year.  Medibank Private expects that any remaining cost will be offset by a reduced drop out rate and additional new members joining the fund. 

· On 21 October 1999, the Hospitals Contribution Fund (HCF) launched its MediCover initiative to eliminate the medical gap for members.  MediCover basically replicates the AXA Mediplus EzyClaim arrangements with a fund schedule of benefits for in-hospital medical services.  HCF has also arranged 100% cover with major pathology companies.   

HCF Medicover applies to all HCF hospital products with no additional premiums payable by members.

Medicover complements steps already taken by HCF to develop no gap arrangements where treatment is provided in particular hospitals.  HCF has signed agreements with six New South Wales hospitals to ensure no gaps for its members.  The hospitals are a combination of public and private hospitals as well as day surgeries.  As well, HCF is negotiating similar agreements with a number of other New South Wales hospitals.

· On 29 November 1999, AHSA, an organisation which represents 28 private health funds, announced a ‘No Gap Scheme’ initiative to eliminate contributor gap payments.  25 of AHSA’s member funds will participate in the Scheme, which was officially launched in December 1999.

In most episodes of treatment covered by the Scheme members will not be faced with any gap payment.  However, in the instances where a practitioner decides to charge an additional amount, members must be informed prior to the procedure of the extent of any out-of-pocket costs.

All participating AHSA funds will attempt to absorb as much of the additional costs attributable to the No Gap Scheme as possible.  The anticipated increase in membership for the funds involved is expected to partially offset the additional cost of providing gap coverage.

Impact of Gap Cover Schemes on Existing Agreements

The legislation provides an alternative approach additional to, and completely separate from, existing arrangements, allowing funds and doctors greater flexibility in how they address the gap.  

The main impact of gap cover schemes will be to increase choice for consumers by making gap cover more widely available to them.

Those doctors already participating in agreements are expected to continue to do so under the current framework.  

This measure will address the shortcoming of the current legislation by also appealing to doctors who are not currently participating in agreements and would not do so under any circumstances due to their objections to contracts.  

Gap cover schemes will not jeopardise existing arrangements in any way.  In fact, the heightened interest in gap measures generated as a result of the gap cover schemes initiative may provide added impetus to existing fund measures to address the gap.  It will act as a catalyst for more widespread involvement of funds, doctors and hospitals and encourage consumers to place pressure on providers to deliver no gap services.

While there has been progress in covering the gap under the existing agreement framework, there is still only less than ten per cent penetration of gap cover arrangements.  The Government is certainly pleased to see any progress being made to cover the gap, but the progress that has been made so far has not been extensive enough to see further reforms as a threat to this progress.

The Effectiveness of the Reporting and Review Mechanisms

The reporting and review mechanisms will allow the Minister to monitor whether schemes continue to meet the essential criteria, and to take action if any problems arise.  

The legislation aims to provide measures that are not overly bureaucratic, but still protect consumers and ensure that schemes will genuinely reduce or eliminate gaps.

Funds are required to report annually to the Minister on scheme operation, and also provide a copy of the report to PHIAC.  PHIAC will provide further, independent monitoring of scheme performance that will enhance the effectiveness of the reporting process.

The review mechanisms are intended to act as a safeguard, providing the Minister with scope to identify potential problems and ensure schemes meet the essential criteria, whilst allowing the industry to apply their knowledge and expertise in the actual operation of schemes.  

The private health industry is already highly regulated, and the simplicity of this legislative package is one of its key advantages.  The Government recognises that the industry is best placed to address the gap problem, and the legislation gives it the freedom to do so, whilst also containing strong consumer protection measures.  The reporting and review mechanisms currently contained in the legislative package establish a streamlined, yet robust, system for ensuring schemes continually operate as intended. 

It is also worth noting that neither of the other two existing options for covering gaps (MPPAs and HPPA/PAs) make any provision at all for reporting, reviewing, or monitoring.

The Need for any Additional Consumer Safeguards

During the drafting of the regulations, extensive consultation was undertaken.  Consumer groups were invited to attend meetings to discuss the regulations and provide feedback on whether they considered the schemes would be of benefit to consumers.  The consumer groups consulted are independent, broadly representative bodies.

The legislation contains measures which address the needs of consumers, by ensuring that schemes:

· will not have an inflationary impact;

· will not result in open-ended reimbursement of medical fees;

· will not increase the total cost borne by consumers;

· safeguard the clinical freedom of doctors;

· will not result in more complex administrative arrangements;

· will result in the patient being provided with sufficient information to enable informed financial consent to be properly given.

All but one of these protective measures (the safeguarding of the clinical freedom of doctors)  are not contained in the current agreement framework. 

Conclusion

Gap cover schemes will be of benefit to consumers, health funds and the medical profession alike.  The legislation provides a voluntary framework that will present the private health industry with greater opportunity to develop innovative, practical and workable solutions to the gap problem.  It is up to the private health sector as a whole to take advantage of this opportunity and use it to deliver better outcomes to patients.

The legislation has been designed with consumers squarely in mind. It is a direct response to the consistent consumer demand for a known gap or no gap in return for payment of health insurance premiums.  Gap cover schemes will give consumers access to a wider range of products which address the gap, as more doctors will be willing to participate in this no-contract approach.  The introduction of gap cover schemes will not increase complexity for patients – it will increase choice.

The approval, reporting and review mechanisms soundly protect the interests of consumers.  These are protective measures not contained within existing agreements to address the gap. Unlike the current agreement framework, the important issue of inflationary impact is addressed up front in this legislation.  The legislation has been designed very deliberately to ensure that inflationary impacts are not felt throughout the health system as a result of measures to address the gap, so the consumer always benefits.   

This legislation will also be beneficial from the perspective of the health funds, as it will give them more flexibility to develop and deliver better products to their contributors.  It will allow funds further scope to develop gap cover by giving them an extra option to attract wider practitioner participation.  Funds will be able to offer an alternative to medical practitioners who have been reluctant to enter into contracts, thus providing wider availability of gap cover products for their contributors.  

This will mean funds will be able to pass on clear benefits to their contributors and address the perception that their products do not represent value for money.  These benefits will help to convince existing contributors to maintain their private health cover, and attract more new contributors.  This will lead to further stabilisation of the participation rate, which will help funds build a better risk profile and maintain their viability.  This of course complements existing Government measures to improve the attractiveness of private health insurance that aim to take some of the pressure off the public hospital system. 

The medical profession will also benefit from this legislation as it delivers what so many practitioners have requested – a means by which they can work together with funds to provide increased benefits to patients without having to enter into contracts.  Doctors who have wanted to participate in gap cover for the benefit of their patients, but who have held back due to their objections to contracts, will be able to participate in gap cover schemes.

The process for scheme approval also clearly confirms that practitioners’ professional freedom must be maintained at all times.  This means the medical profession can be assured they can become involved in gap cover schemes without fear of interference in the doctor-patient relationship.

This legislative package provides a voluntary and no contract approach to address the gap problem that is pragmatic and advantages all players.

Appendix A: The Regulations
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1
Name of Regulations



These Regulations are the National Health Amendment Regulations 2000 (No.   ).

2
Commencement



These Regulations commence on the commencement of the Health Legislation Amendment (Gap Cover Schemes) Act 2000.

3
Amendment of National Health Regulations 1954


Schedule 1 amends the National Health Regulations 1954.

Schedule 1
Amendment
Do not delete : Schedule Part placeholder
(regulation 3)

[1]
After Part 5

insert

Part 5A
Gap Cover Schemes

37A
Definitions



In this Part:

criteria means the criteria set out in subregulation 37C (4).

Note   The following expressions used in this Part are defined in subs 4 (1) of the Act:

· Council

· gap cover scheme

· known gap policy

· no gap policy.

37B
Application for approval of a scheme



An application by a registered organization for approval of a gap cover scheme must:


(a)
be in writing; and


(b)
address the criteria.

37C
Minister to decide each application


(1)
As soon as practicable after receiving an application, for approval of a gap cover scheme, the Minister must:


(a)
approve the scheme; or


(b)
refuse to approve the scheme.

Note   A decision to refuse to approve a scheme is reviewable under r 37I.


(2)
In making a decision, the Minister must consider the extent to which the scheme meets the criteria.


(3)
Without limiting subregulation (2), the Minister must not approve a scheme unless he or she is satisfied that it does not have an inflationary impact.


(4)
The criteria for a scheme are as follows:


(a)
that the scheme eliminates the cost of hospital treatment and associated professional attention provided to a person or persons insured under a no gap policy;


(b)
that the scheme covers all but a specified amount or percentage of the full cost of particular hospital treatment and associated professional attention provided to a person or persons insured under a known gap policy;


(c)
that the scheme requires the medical practitioner to inform a person or persons insured under a known gap policy of any amount that the person or persons can reasonably be expected to pay to the medical practitioner in respect of the professional attention;


(i)
if possible, before providing professional attention; or


(ii)
otherwise, as soon as practicable after providing professional attention.


(d)
that, where appropriate, the scheme provides for a simplified billing arrangement in respect of a person or persons insured under a no gap policy or a known gap policy;


(e)
that the scheme does not have an inflationary impact by, for example:


(i)
providing for open-ended reimbursement of medical fees; or


(ii)
increasing the total cost borne by contributors;


(f)
that the scheme provides for the treatment of a person or persons insured under a no gap policy or a known gap policy in a manner demonstrating that the person or persons would not be disadvantaged if it is revoked under subregulation 37G (1) or paragraph 37H (1) (b);


(g)
that the scheme provides for the maintenance of the professional freedom of medical practitioners, within the scope of accepted clinical practice, to identify appropriate treatments when giving professional attention to a person or persons insured under a no gap policy or a known gap policy.

37D
Approval may be subject to conditions


(1)
The Minister may approve a gap cover scheme subject to such conditions as the Minister thinks appropriate to ensure that the scheme meets the criteria to the greatest practicable extent.


(2)
To ensure that the scheme continues to meet the criteria to the greatest practicable extent, the Minister may, at any time after approving a scheme:


(a)
impose conditions, or additional conditions, to which the continued operation of the scheme is subject; or


(b)
vary any condition to which the operation of the scheme is subject.

Note   A decision made under this regulation is reviewable under r 37I.

37E
Annual report


(1)
Each registered organization for which a gap cover scheme is approved must give the Minister an annual report on, or before, 31 July each year.


(2)
A copy of the report must be given to the Council on the same day.


(3)
The report must:


(a)
be in writing; and


(b)
set out particulars of how the scheme has met the criteria in respect of the preceding financial year.


(4)
If a registered organization is unable to provide its report by 31 July, the Minister may grant an extension of up to one month, upon application in writing by the registered organization that sets out the reasons for seeking the extension.

(5)
If a scheme begins operation after the beginning of a financial year, the first report for the scheme may be for the period from the date the scheme commences operation to:


(a)
the end of that financial year; or


(b)
if the Minister agrees upon application in writing by the registered organization, the end of the following financial year.

37F
Minister to review schemes periodically


(1)
The Minister may conduct a review of the operation of a gap cover scheme, at any time, to determine the extent to which the scheme is meeting the criteria.


(2)
For the purposes of the review, the Minister may seek information from:


(a)
the registered organization; and


(b)
any other person or body that the Minister considers to be relevant.

37G
Revocation of approval of a scheme


(1)
The Minister may, at any time by notice in writing to the registered organization, revoke the approval of a gap cover scheme, if the Minister is satisfied that:


(a)
the scheme is not meeting the criteria to the required extent and it would not be possible, by the imposition of, or the variation of, conditions to which the continued operation of the scheme is subject, to cause it to meet the criteria to the required extent; or


(b)
the registered organization is not complying with a condition to which the continued operation of the scheme is subject.

Note   A decision to revoke the approval of a scheme is reviewable under r 37I.


(2)
A revocation under subregulation (1) takes effect on the date specified in the notice.

37H
Application to vary or revoke a scheme


(1)
A registered organization may, at any time, apply in writing to the Minister to:


(a)
vary an approved gap cover scheme; or


(b)
revoke an approved gap cover scheme; or


(c)
have the conditions to which the operation of an approved gap cover scheme is subject varied or revoked.


(2)
An application to vary a scheme must set out:


(a)
particulars of the variation sought; and


(b)
the reasons for the variation sought.


(3)
An application to revoke a scheme must set out:


(a)
the reasons for seeking revocation; and


(b)
particulars of the arrangements made by the registered organization to ensure that a person or persons insured under a no gap policy or a known gap policy to which the scheme relates will not be disadvantaged if the scheme is revoked.


(4)
An application for variation or revocation of the conditions to which the operation of a scheme is subject, must set out:


(a)
in the case of an application to vary conditions:


(i)
particulars of the variation sought; and


(ii)
the reasons for the variation sought; and


(b)
in the case of an application to revoke conditions — the reasons for seeking revocation.


(5)
As soon as practicable after receiving an application, the Minister must:


(a)
approve the application; or


(b)
refuse to approve the application.

Note   A decision to refuse to approve an application is reviewable under r 37I.


(6)
In making a decision, the Minister must have regard to the criteria.

37I
Review of decisions by the AAT



Application may be made to the Administrative Appeals Tribunal for review of a decision of the Minister:


(a)
under paragraph 37C (1) (b) to refuse to approve a scheme; or


(b)
under subregulation 37D (1) to impose a condition to which the operation of a scheme is subject; or


(c)
under paragraph 37D (2) (a) to impose a condition to which the continued operation of a scheme is subject; or


(d)
under paragraph 37D (2) (b) to vary a condition to which the continued operation of a scheme is subject; or


(e)
under subregulation 37G (1) to revoke the approval of a scheme; or


(f)
under paragraph 37H (5) (b) to refuse an application by a registered organization, to vary, or revoke, a scheme, or to have the conditions to which the operation of a scheme is subject varied or revoked.

Note   Under s 27A of the Administrative Appeals Tribunal 
Act 1975, the decision-maker must notify persons whose interests are affected by the making of the decision and of their right to have the decision reviewed. In notifying a person, the decision‑maker must have regard to the Code of Practice determined under s 27B of that Act.

Notes

1.
These Regulations amend Statutory Rules ^year^ No.     , as amended by ^year^ No.     .

2.
Made by the Governor-General on                            2000, and notified in the Commonwealth of Australia Gazette on                            2000.  

Appendix B: Characteristics of available and proposed methods for providing gap benefits

	Characteristics 
	Medical Purchaser-Provider Agreement (MPPA)
	Practitioner Agreement (PA) attached to Hospital Purchaser-Provider Agreement (HPPA)
	Gap Cover Schemes

	
	
	
	

	Provision of Informed Financial Consent
	Medical practitioner required to inform the eligible contributor of any amount that they can reasonably be expected to pay in respect of the professional service.

The eligible contributor must be informed where practicable at any time before the professional service is rendered or as soon after the professional service is rendered as the circumstances reasonably permit.

[paragraph 73BDA(2)(c) and subsection 73BDA(5) of the National Health Act 1953 (the Act)].  
	Medical practitioner required to inform the eligible contributor of any amount that they can reasonably be expected to pay in respect of the professional service.

The eligible contributor must be informed where practicable at any time before the professional service is rendered or as soon after the professional service is rendered as the circumstances reasonably permit.

[paragraph 73BDAA(1)(c) and subsection 73BDAA(3) of the National Health Act 1953 (the Act)].
	Medical practitioner required to inform the eligible contributor of any amount that they can reasonably be expected to pay in respect of the professional service.

The eligible contributor must be informed if possible before the professional service is provided or as soon after the professional service is rendered as practicable.

[proposed paragraph 37C(4)(c) of the National Health Regulations 1954 (the Regulations)]

	Assignment of Medicare benefit
	Fund must agree to accept assignment of Medicare benefits 

 [paragraph 73BDA(1)(b) of the  Act].
	HPPA may include provision for the fund to accept assignment of Medicare benefits [paragraph 73BDAA(2)(b) of the Act]
	Medicare benefit automatically assigned to fund unless express provision made for assignment to an approved billing agent, hospital or day hospital facility, or prescribed person.

[proposed subsection 20A(2AA) of the Health Insurance Act 1973]

	Simplified Billing
	Medical practitioner must forward accounts for all services provided under an MPPA directly to the fund. [paragraph 73BDA(2)(a) of the Act]
	Hospital or day hospital facility must forward a single account to the fund covering all hospital services and all professional services covered by a practitioner agreement [paragraph 73BD(2)(b) of the Act]
	A simplified billing arrangement is to be provided where appropriate.

[proposed paragraph 37C(4)(d) of the Regulations] 

	Protection of medical practitioner’s professional freedom
	Fund required to maintain the medical practitioner’s professional freedom, within the scope of accepted clinical practice, to identify appropriate treatments in the rendering of professional services to which the agreement applies. [paragraph 73BDA(2)(d) of the Act]
	Hospital or day hospital facility required to maintain the medical practitioner’s professional freedom, within the scope of accepted clinical practice, to identify appropriate treatments in the rendering of professional services to which the agreement applies. [paragraph 73BDAA(1)(d) of the Act]
	Scheme must provide for the maintenance of the medical practitioner’s professional freedom, within the scope of accepted clinical practice, to identify appropriate treatments in the rendering of professional services to which the agreement applies. [proposed paragraph 37C(4)(g) of the Regulations]

	Subject to Trade Practices Act 1973 
	Yes
	Yes
	Yes. Specifically mentioned  in proposed  subsection 73BDD(3)  of the Act.

	No or Known Gap
	Equal provision for both. Decision rests with health fund.
	Equal provision for both. Decision rests with health fund.
	Equal provision for both. Decision rests with health fund.

	Inflationary Impact
	Not addressed
	Not addressed
	Scheme must not have an inflationary impact [subregulation 37C(3) and paragraph 37C(4)(e) of the Regulations]. 

	Ministerial approval
	Subject to standard health fund rule approval process. [section 78 of the Act]
	HPPA subject to standard health fund rule approval process. PA not assessed.

[section 78 of the Act]
	Subject to specific Ministerial approval process addressing specified criteria. [proposed subsection 73BDD(2) of the Act]

	Annual report on operation
	No specific reporting requirement. 
	No specific reporting requirement.
	Funds required to provide annual report on the operation of an approved scheme. [proposed paragraph 73BDE(2)(a) of the Act] 

	Periodic Ministerial reviews 
	Not addressed.
	Not addressed. 
	Minister may conduct periodic reviews of scheme operation. [proposed paragraph 73BDE(4)(a) of the Act]

	Revocation of arrangements 
	Not addressed
	Not addressed
	Minister may revoke schemes in certain circumstances [proposed paragraph 73BDE(4)(b) of the Act]

	PHIAC monitoring and reporting
	Not addressed
	Not addressed
	PHIAC to obtain regular reports from funds on schemes and provide advice to the Minister on the operation of schemes with particular reference to the extent to which the schemes genuinely reduce or eliminate the cost to consumers of hospital treatment and associated professional attention. [proposed paragraph 82G(1)(bc) of the Act] 

	Imposition of conditions by Minister
	Not addressed.
	Not addressed.
	Minister may impose and vary conditions to which operation off scheme is subject. [proposed regulation 37D]


Appendix C: List of Groups Consulted 

Health Funds

ACA Health Benefits Fund 


AMA Health Fund 

Australian Unity 

AXA 

CBHS Friendly Society 



CDH Benefits Fund 




Defence Health 

Federation Health  




Geelong Medical & Hospital Benefits Association 

Goldfields Medical Fund  



Grand United Health Fund 

HCF 

Health Care Insurance 

Health Insurance Fund of WA 

Hospital Benefits Fund of WA
 

IOR Health Benefits




Independent Order of Odd Fellows of Victoria


Latrobe Health Services 

Lysaght Hospital and Medical Association  





Manchester Unity 

MBF 

Medibank Private 

Mildura District Hospital Fund 

Naval Health Benefits 

NIB 


NSW Teachers Federation 



Phoenix Welfare Association

Railway and Transport Health Fund 





Reserve Bank Health Fund  


QLD Teachers Union 

St Lukes Health Fund 

United Order of Druids NSW


United Ancient Order of Druids VIC 

Practitioner Representative Groups

Australian Association of Surgeons 

Australia & NZ Association of Urological Surgeons 

Australian Association of Pathology Practices 

Australian Society of Anaesthetists 



 

Australian Medical Association (Federal and State)

Australian Society of Ophthalmologists  

Australian Society of Surgeons




NextPath (Pathology provider)

Royal Australian and NZ College of Psychiatrists 



Industry Representative Groups

Australian Health Insurance Association

Australian Health Management Group

Australian Health Service Alliance

Australian Private Hospital Association 


Australian Regional Health Group

Catholic Health Australia

Health Care of Australia

Health Benefits Council
Consumer Groups

Australian Consumers Association

Consumers Health Forum 



Other

Australian Competition and Consumer Commission

Appendix D – Informed Financial Consent Form

QUOTATION FOR MEDICAL SERVICES
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Name:  





  
Provider No:  

The following quotation is provided with respect to:

Patient Name: 





Address:








Insured through:




It is anticipated that the above patient will  be required to have performed the following procedures:

	Procedure No.
	Charges
	Medicare

Refund
	Fund

Refund
	Patient

Gap

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



I




      the patient or nominee named herein undertake to pay the patient gap as indicated, together with any unforeseen costs which may arise as a consequence of this procedure.






Signature




Date
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� See Appendix A for the regulations


� Industry Commission, Private Health Insurance, Report No. 57


� Department of Health and Aged Care Hospital Casemix Protocol Data


� Ibid


� An episode is defined as the period between admission and separation that a person spends in one hospital, and includes leave periods not exceeding seven days.


� Department of Health and Aged Care Medicare Statistics and PHIAC Quarterly Report A 


� PHIAC Annual Report, Table 5


� Australian Institute of Health and Welfare, Australian Hospital Statistics 1997-98


�The definition of medical service for the purposes of these statistics is what is referred to in the Health Insurance Act1973 as a 'professional service', and is taken to mean any action undertaken by a medical or other authorised practitioner that is specified as an item in the Medicare Benefits Schedule





� See Appendix C for the full list of organisations consulted on the legislation and regulations


� Industry Commission, Private Health Insurance, Report No. 57,  28 February 1997


� The web site url is www.ama.com.au
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Figure 2 - South Australia
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Figure 4 - Victoria
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Figure 3 - Victoria
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Figure 1 - Medical gaps and scheme penetration over time –Australia
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