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Senator Forshaw asked: 

a) Can the Department provide the Committee with the modelling on how the conclusions were made that the average payment would be $416 for the $500 threshold and $917 for the over $1,000 threshold.

b) Can the Department provide the figures on how 200,000 people per year, families and individuals equates to an average of $50 million a year?

Answer:

The Department of Health and Ageing provided the secretariat to the Senate Select Committee on Medicare with a correction to these numbers on the afternoon of the hearing (20th January 2004). This correction explained that the figures of $416 for the $500 threshold and $917 for the $1,000 threshold, did not take into account the fact that the safety net covers 80% of this amount. The amounts that should have been tabled are $332 for the $500 threshold and $777 for the $1,000 threshold. 

Table 1 below shows this calculation based on the estimated families and individuals reaching the safety net for 2007:

Table 1: Calculation of average benefit from Safety Net per family and individual.

Threshold 1.
Number of families over threshold 1.
Estimated Total out of pocket costs

($ million)
Average out of pocket per family or individual
Out of pocket costs less threshold 1.
80% out of out of pocket costs above threshold

$500
165,712
$158,196,846
$954
$416
$332

$1,000
47,098
$96,448,220
$2,048
$971
$777

1. Note that threshold is indexed each year. For 2007 the expected thresholds are expected to be $538 and $1,077.

Allowing for the fact that the safety net will only be in effect for part of 2003-04, the average annual expenditure on the safety net is estimated to be $62 million over the forward estimates period.
