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The Australian Private Hospitals Association (APHA) wishes to thank the Senate Community Affairs Legislation Committee for the opportunity to present evidence to its inquiry into the Health legislation Amendment (Gap Cover Schemes) Bill 2000.  APHA staff and representatives from private hospitals are available to provide further details on issues raised in the attached submission at the Committee’s convenience.
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Summary of APHA’s Position

· APHA supports any initiatives designed to improve the value of, and increase the level of participation in, private health insurance.

· The Health Legislation Amendment (Gap Cover Schemes) Bill 2000 is part of the Government’s health insurance reform package designed to halt the earlier underlying trend of declining private health insurance membership.  

· The policy measures implemented by the Government to date are working, with PHIAC reporting rises in health insurance participation for the last four consecutive quarters.

· Qualitative research by Tony Quint Associates
 indicates that uncertainty about the size of ‘medical gaps’ and the general perception held that the gap could be a four figure sum, greatly inhibits demand for private health insurance.

· The Bill and associated draft regulations have the potential to resolve the ‘medical gaps issue’, if the scope of the legislation and its application meets the needs of members of health insurance funds.  Simply put, members want no or small known gaps, informed financial consent that includes advice on the likely total gap, one final bill for any patient gaps, and no consequential rise in health premiums.  The proposed legislation, subject to some minor amendments, can provide a framework within which health funds can deliver these requirements.

Comments

APHA’s comments on the bill and proposed National Health Amendment Regulations are based on private hospitals’ experiences with health insurers and reflect the concerns being expressed by patients in private hospitals.

APHA agrees with the intended scope of the Bill as outlined in the Explanatory Memorandum (Option 4), which proposed that approvals of schemes by the Minister would be by reference to certain criteria (as follows):

· ‘the scheme must be a genuine scheme that would reduce or eliminate gaps;

· the scheme contains proposals under which patients are offered informed financial consent, that is, a contributor to a fund is informed of any amounts that they can reasonably be expected to pay in respect of the professional services, including the amount of any Medicare benefit, health insurance benefit and the amount (if any) that the contributor may be liable to pay for the professional service;

· where appropriate, the scheme provides for simplified billing arrangements;

· the fund must demonstrate the scheme will not have an inflationary impact;

· arrangements made by the fund to ensure that contributors will be not be disadvantaged by revocation of the scheme;

· the scheme requires all parties to maintain the professional freedom of medical practitioners involved in the scheme, within the scope of accepted clinical practice, to identify appropriate treatments in the rendering of professional services to which the scheme applies.’

Informed Financial Consent

Option 4 has essentially been toned down in section 37C(4)(c) of the draft regulations to:

‘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 the medical practitioner in respect of the professional attention;’

This clause could be interpreted as meaning that a patient will be advised of the likely gap between the medical practitioner’s fee and the combined health insurance benefit and Medicare benefit.  An alternative interpretation is that medical practitioners will only be required to provide advice of their own fee.  The draft clause therefore fails to cover the original scope of the scheme as described in the Explanatory Memorandum which envisages that a scheme would be required to provide advice on ‘any Medicare benefit, health insurance benefit and the amount (if any) that the contributor may be liable to pay for the professional service’.  The regulations should be amended to reflect the Explanatory Memorandum, notwithstanding, that it may be either the doctor or the health insurance fund that provides the full informed financial consent, after the doctor has provided advice to the member on the likely medical fee. 

In the absence of on-line interactive fund web sites, only health funds or billing agents are currently able to access accurate information on benefit levels and therefore provide reliable advice to patients on the total likely gap fee.

Simplified Billing

The Schedule of the Bill allows for a consequential amendment to the Health Insurance Act 1973.  The effect of this amendment is to permit the assignment of a contributor’s Medicare benefit to a fund, an approved billing agency, a hospital or day hospital facilities, or other prescribed person as provided for under the terms of the gap cover scheme in circumstances where the professional service occurs as part of an approved scheme.

This provision will remove the requirement for patients to have to claim Medicare benefits directly, and then to pay their doctor.  It also allows the health fund to pay the doctor the combined Medicare benefit and the health insurance benefit.  Unfortunately, this provision does not extend to requiring either one, or several medical practitioners involved in a patient’s episode of care in hospital, from coordinating the patient co-payments.  The AMA has estimated that on average patients receive 6.4 medical accounts per private hospital admission
.  The patient will therefore potentially receive several bills from their doctor(s), albeit for smaller amounts, representing the difference between the doctor(s)’ fees and the combined Medicare and health insurance benefits.   

APHA recognises that the ideal solution is universal simplified billing.  However, until IT systems are in place (for HIC, funds and providers), many doctors will be unprepared to manually coordinate the fees for all specialists involved in treating a patient, particularly where some doctors involved in the episode of care may be participants in the relevant fund’s approved scheme, and other doctors may not.  All doctors should be willing to send their bill to a fund or a billing agent for payment rather than the patient, where the patient indicates that they want the bill sent to an alternative address.

The criteria for the approval of schemes as outlined in the draft regulations only requires ‘simplified billing’ ‘where appropriate’.  The likelihood of single billing occurring as a principle part of any scheme, is therefore dependent on the willingness of individual health funds, and their ability to convince doctors to participate in simplified billing arrangements.  

In respect of the Committee’s terms of reference:

1.1
Practicality of the proposed gap cover schemes

The proposed legislation leaves open to negotiation the details of any schemes, including the level of benefits, subject to the broad criteria in the regulations.  From the patient’s perspective (and the hospital that has to explain these arrangements), patients want to know that doctors will be required to advise them of each and every likely medical fee and that either the health fund, doctor or billing agent will advise them of the total likely gap they will be liable for.  This is particularly important when the patient may not realise that several specialists, whom they may not see while conscious, are involved in their treatment.  

Patients have also made it abundantly clear that they want one bill.  However the draft regulations do not make single billing a mandatory requirement of approved schemes.  Participation in single billing requires that each and every doctor involved in the treatment of a patient provide details of their fees to the health fund or billing agent, who would then provide the initial gap estimate and later the final bill. 

Patients admitted to a private hospital via an emergency department, or for undiagnosed medical conditions will not be able to discuss the likely medical fees with their doctor in advance of treatment.  However, these patients should not be precluded from the benefit of no gap schemes.  Therefore, doctors treating these patients should be encouraged to still participate in gap cover schemes, by notifying the patient or their relatives of their fee policies as soon as possible after admission.  By notifying the patient of any gap payments, and gaining ‘informed financial consent’ the patient will be eligible for any additional gap cover benefits offered by their health fund.

1.2
Likely acceptance of these schemes by medical service providers

It is likely that health funds will set a limit on the benefit they are prepared to pay for each procedure.  This limit will be a commercial decision by each health fund.  Doctors currently charging at or less than the benefit level are likely to participate in no gap schemes.  Doctors currently charging more are unlikely to participate in no gap schemes and will participate only in known gap schemes when they perceive a benefit for themselves and/or their patients.  

2.
Measures to cover gaps without inflation

To a large extent this will depend on whether health funds are able to persuade consumers to use specialists who charge no or minimal known gaps.  APHA expects that both informal GP and formal health fund advice will support consumers who seek to minimise their medical gaps.  

3.1
Best method to measure inflation

As a starting point, health funds and government have to be able to measure the ‘known’ gap over time.  This will involve the reporting of the total medical fee for an episode of care to health funds, and subsequently to government as de-identified data.  Any ‘inflation’ formula needs to take into account changes to health insurance premiums over time, which can be attributed to no gap or known gap policies.  

3.2
Process for revocation of schemes

The criteria for ministerial approval requires that each scheme demonstrate there will be no disadvantage for members if the scheme were to be revoked by the Minister.  One interpretation of this criterion is that health funds would have to continue to meet the future claims of members for ‘gap benefits’ irrespective of whether the scheme had been cancelled.  While APHA understands the need to protect the interests of members undergoing treatment or having pre-booked admission to hospital, this criteria seems to be open-ended in its requirement on health funds.  Therefore, a narrow rather than a broad interpretation is required.  

Subsequent to a revocation of any scheme, members will expect a corresponding reduction in premium levels.  Funds should also be required to advise the Minister of the premium reductions that will arise subsequent to the revocation of schemes.

4.
Definition of informed financial consent and ‘known gaps’

APHA’s view is there should be a requirement that all doctors likely to participate in a member’s treatment provide a written quote which clearly explains that the estimate of the doctor’s fee is based on the initial diagnosis and may be subject to change if complications or unforeseen events occur.

In the case of known gaps it would be insufficient to merely notify the patient of the fee level.  Either the health fund or the doctor should be required to ‘translate’ this information into an estimate of the actual patient co-payment. 

The hospitals’ experience is that a patient’s understanding of their level of cover, the increasing complexity of insurance products, exclusions, pre-existing ailment rules, front end deductibles and waiting periods require that patients and third parties need to check the patient’s eligibility with their health fund before they enter hospital.  Health funds are moving towards providing members with this type of advice via hot-lines and electronic services.  

It would be reasonable for each doctor to have copies of each major health funds schedule of medical benefits in their state.  However, given the plethora of health insurance products and different levels of cover, it is unlikely that either doctors or their staff will be in a position to be able to provide information on member eligibility with any confidence.  Health funds rules (which may change over time) will stipulate the conditions under which members will be entitled to additional benefits under no-gap or known gap policies.  Until health funds have information available to providers on an individual member basis, providers will refer any queries from patients on insurance benefit levels back to the health fund.

Ideally health funds should be able to provide an estimate of the gap against any CMBS item number for members via a telephone call or a secure internet site. 

5.1
Form of disclosure of costs to patients

as outlined above

5.2
Enforceability of bills

APHA is of the view that when doctors provide a patient with a written quote based on their initial diagnosis (even one with a disclaimer that it may be subject to change if complications or unforeseen events occur), they are making a commitment to the patient about the likely fees and their willingness to participate in the patient’s health fund’s scheme.  If the patient relies upon this information when contacting their health fund to ascertain the benefit level/gap payable, then the doctor should be bound, within reasonable circumstances to keep to the quote.  However, this requirement must be balanced against the principles of clinical independence, whereby it is the doctor who identifies appropriate treatments within the scope of accepted clinical practice.  Doctors who consistently fail to keep to their quote, will be avoided by patients and excluded from approved schemes over time.  Each health fund will determine their own rules for enforceability of bills.  

It may be appropriate to include in the legislation a mechanism for patients to make complaints to the Private Health Insurance Ombudsman on doctors’ compliance with their quotes or a health fund’s reluctance to pay gap benefits.  The Ombudsman could then make recommendations to the Minister about specific fund approved schemes.

6.
The impact of the schemes on the existing MPPA

APHA expects that health funds with existing MPPA arrangements and existing no or known gap insurance products will modify existing products to comply with the requirements of the legislation.  Therefore, many patients will not see differences between existing arrangements and those proposed under the legislation, as the insurance benefits will be the same, as will the level of patient co-payment.

APHA is concerned that these new schemes, while increasing the popularity of health insurance, will over time affect the health funding priorities of health insurers who will seek to fund any increase in benefits to doctors by reducing benefits paid to private hospitals under hospital purchaser provider arrangements.  One national fund has already announced its intentions along these lines.
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