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Problem Definition

As Australia’s largest health insurer, Bupa is acutely aware of the complex challenges our private
health system faces to remain sustainable and affordable for Australians into the future. When
Lifetime Health Cover was introduced in 2000, there were 8.5 private health insurance (PHI)
members aged under 65 for every member aged 65 or older. By 2019 the figure was just 4.3
members. Between June 2019 and June 2020 the number of people aged over 65 with hospital
treatment policies increased by 71,496 or 0.71%. The 60+ insured aged cohort overtook the 20-39-
year-old cohort around four years ago and on current trends the 60+ age group will also overtake
40-59 year-olds in the foreseeable future.

Our community rating systems relies on the participation of young people in health insurance, as
they are net contributors. As such, we welcome initiatives to increase participation in private health
insurance, particularly among young people. However, we do not believe this policy will have a
significant impact on improving the affordability of PHI or the sustainability of the sector. Increases in
the number of lives covered is likely to be one-off and occur at the expense of policies held, which
will also impact fund revenue.

It is anticipated that premiums will increase to offset the decline in revenue brought about by young
people shifting from stand-alone policies back to their family policies.

While we support providing funds with the flexibility to determine whether and how they will
implement this change, we note that inconsistency in the way different funds implement such
changes could potentially lead to customer confusion.

Part One: Increase the maximum allowable age for dependents in PHI from 24 years to 31
years

We support option two in order to:

e Minimise the potential for customer confusion and allow us to deliver great value for customers
with simplicity and frictionless experiences; and

e Responsibly manage potential risk, aiming for cost neutrality and financial sustainability.

Option two — increasing the allowable age of student and non-student dependents to 31 — facilitates
the simplest transition for both customers and funds, while maintaining the ability to manage pricing
risks through existing product offerings, scales and price differentiation.

Distinguishing between older “non-student” and “student” dependents is important as student
dependents could continue to be covered under family or single parent covers, while non-student
dependents continue to be covered under extended family or extended single parent covers.
Differential pricing is appropriate, acknowledging that students are not expected to be earning an
income, whereas non-student dependents may be earning a full time wage and have greater health
risk.

Option one — increasing the allowable age of infant dependents to 31 and removing student and
non-student dependent categories — is not supported. Removing the ability to differentiate between
student and non-student dependents would introduce much greater pricing risks and result in
increasing prices for all families. As noted above, it is important to differentiate between these two
categories at a pricing level given their income generating capacity.



Option three — creating a new category of dependent child and two new insured groups — is not
preferred. The introduction of additional transition points for dependents adds customer and
administrative complexity to the scale options, as well as additional pricing risks.

Other recommendations

e To promote simplicity for customers we recommend the maximum age be defined as occurring
at 30 June following an individual’s 31%! birthday, so there is no gap with the application of
Lifetime Health Cover.

¢ The eligibility of dependents should continue to be limited to individuals without a partner,
consistent with current policy.

¢ Financial dependence on the parent/s should also be a condition of eligibility. Individual funds
should retain the ability to define this in their fund rules, for example through the application of
income thresholds or means testing.

e We support making the definition of ‘dependent child’ more specific by standardising the
conditions of dependence to the two listed above.

e Where insurers offer the age-based discount, it is applied based only on the adults on a policy,
not dependents. This ensures young people can benefit from an age-based discount when
holding their own cover, or from remaining on a parent or family policy, but not both.

e We note this measure will create a definition and age band of dependents that is different from
that contained in the Income Tax Assessment Act 1936 as it relates to the Medicare Levy
Surcharge. Consistency and alignment should be created where possible and guidance provided
on the interaction between the two Acts and potential customer taxation liability. For example,
because financial dependence on the parent/s should be a condition of eligibility, an individual
who is a dependent on a policy should not be considered to have held health insurance for the
purposes of assessing their individual liability for the Medicare Levy Surcharge.

Part Two: Remove the age limit for dependents with a disability

We support option three — creating a new category of ‘adult’ dependent aged 31 and over, limited to
people with a disability, and creating two new insured groups which contain at least one adult
dependent — for achieving this part of the measure.

We strongly support a standardised definition of disability and eligibility for coverage for all private
health insurers to ensure equity and simplicity for consumers and remove potential discrimination
concerns from individual funds.

We strongly recommend aligning the definition with that of the National Disability Insurance Scheme
(NDIS), and eligibility be aligned to NDIS registration to make use of an existing mechanism widely
used in the community, independent of insurers, which prevents the need for individual funds to
perform disability assessments and validations.

It is essential that the assessment of eligibility should not be burdensome for customers or for funds
and allow for discretionary positive exceptions, for example where a fund can accept eligibility
outside the criteria on compassionate grounds but cannot reject the eligibility of anyone meeting the
criteria.



"sjuspuadap Jayjo 10} SUOIIPUOD By}

YU Jud]sisuod ‘Jaulled e Jnoypm sjienpiAipul 0} palwi pue ‘{(Buijsa) suesw Jo swodUl BIA SIY}
SSOSSE 0} Spuny J0} UOIBIOSIp awes ay} yum) spualed ayy uo aouapuadap |eioueuly Buipnjoul
‘Aqibie 0y Aldde osje 1snw eouspuadap Jo suoiipuod ‘uonessifbal SN 01 uolippe uj

"sjule|dwoD pue UoISNJUOD JBWNSUOD 82NPal ||IM YdIym

‘suoljepl|eA pue sjuawssasse Alljigesip wJaopad 0} spuny [enpIAIpUl JO) paau 8y} sjuaaaid
‘siainsul jo Juspuadapul SI yoiym ‘AJunwiwiod 8y} Ul pasn pue poojsiapun Ajapim wsiueyssw
Bunsixa ue Jo asn sayew siy| "uonensibal S|gN salinbau Ayjiqibie 1eys pue {(SIQN) ewayos
aouelnsu| Ajjigesiqg [euoneN ayl Aq pasn uoniuigep ayj buisn puswwooal AjBuouis app

¢Aungesip e yym sjdoad jo Ayjiqibiie
Buluiwliaep 10} WisiueydodW pue eLd}LIo paliajaid ayl sl 1eypA ‘8

" S}npe aJe woym Jo ¢ ises| je ‘e|doad
alow Jo ¢, ajdwexa Jo4 ‘siainsul Aq pasn Buiaq jou sdnoub Buirowas poddns app "SOA

¢sJainsul Aq pasn Buiaqg jou sdnoib
Buinowsal Aq pasijeuonies aq sdnoub painsul Q| Jus.InNd 8y} pjnoys /2

s yyeay Jajealb aney pue abem awi [|n} e Buiuies aq Aew syuspuadep

Juspn}s-uou sealaym ‘swosul ue Bujuies aq o} pajoadxe Jou ale sjuapnis jeyl buibpsimouyoe
‘e1eudolidde si Buioud jenuaiayiq "sJenoo jualed a|buls papuaixs J0 Ajlwe) papusIxa Japun
paJayo 8q Aew sjuspuadap juspnis-uou Jo 86BIBA0D PaNUIIUOD J[IYM ‘SISA0D Jualed albuls

Jo Ajiwey Jsapun paJaAod 8 0} anuijuod Aew sjuspuadap juapnis se juepodwl S| UOIOURSIP
SIY] ‘paule}al 8q p|noys sjuspuadap Juspnis pue Juspnis-uou Usamiag UoIJoulSIp 8y} ‘SOA

£pauieial aq siy) pjnoys pue aAlas siuspuadap
1U8pNIS pue JUSPNIS-UOU USaMIad uonaunsip ayl seop asodind 1eypn ‘9

‘y uonsanb o0} Jamsue Ul UaAIB souspuadap Jo suoRIPUOd om} 8y} Buipnjour Aq
Aq ol10ads alow spew ag pjnoys 1| ‘paujdwis ag Jou pjnoys juspuadsp Jo uoniuep sy "ON

ipayiidwis aq pjiyo Juspuadap, Jo UoluLep 8Y} PINOYS °g

‘Bunse) suesw 10 spjoysaly] awooul Jo uoneoldde

ay} ybnouy; sjdwexs 1o} ‘sejnJ puny Jiay} ul eouspuadap [eioueul) aulep 0} Ajjige ay) uielal
PINOYS SpuNj [BNPIAIPU| "SJainsul yjieay ajeAld [je Joj eouspuadap JO SUONIPUOD pasipJepue)s
aq pjnoys paJsulied ale oym asoy) Buipnjoxae pue sauaied ay) uo souspuadep [elouBUI4 "SBA

;slainsul yyesy sjeAud e Joj pasipiepue)s ag sjuspuadap pjiyo
10 sal10B91e9 JUBIalIp BY) 0} 8duspuadap JO SUOIIPUOD 8Y) PINOYS

"sjuswalinbal abe uo paseq ajenualapip o) AlljIge ay) uiejal pjNoyYs spun4 ‘oN

¢slainsul yyeay e1eAld e o) pasipiepue)s
aq syuspuadap pjiyo Jo sauobaed Jusiapip Jo sabuel abe ay) pjnoys ‘¢

*Aa110d 1uB1IND Yum jualsisuod ‘lsuned
E JNOY)IM S[enplAIpul 0} pajiil| 89 0} SNURUOD pjnoys sjuspuadap jo ANjiqibie 8yl "seA

¢Jauned e jnoyum
ajdoad 0} pajwi 89 0} anuiuod uspuadap e jo AJIqibie pjnoys ‘g

"JAA0D YljeaH awiayi] jo uoneoidde
ay} yum deb ou s aiay} os ‘Aepyuiq 1SL€ S, |enplAlpul ue Buimojioy saunp o€ 1e bulinooo
se paulep aq abe Wnwixew ay} pusWWooal dm SIawolsnd 1oy Ayoljdwis ayowoud o]

¢(Aepyniq is| ¢ s[enpiaipul ue Buimojjoy Ainp |*o°1) saljdde AjjeaidAy
DHT Uaym Jo L€ aq sjuspuadap pjiyo Joj abe wnwixew ay} pjnoys "L

AYVININNS FONIHI43Y SNOILSIND NOILVLINSNOD -1 3719V.L




