
EXPLANATORY STATEMENT

Issued by Authority of the Minister for Health and Ageing

Private Health Insurance Act 2007
Private Health Insurance (Benefit Requirements) Rules 2008 (No.2)

Section 333-20 of the Private Health Insurance Act 2007 (the Act) provides that the Minister may make Private Health Insurance (Benefit Requirements) Rules providing for matters required or permitted by Part 3-3 of the Act, or necessary or convenient in order to carry out or give effect to Part 3-3 of the Act. 
The Private Health Insurance (Benefit Requirements) Rules 2008 (No.1) as amended by the Private Health Insurance (Benefit Requirements) Amendment 2008 Rules (No.1) (the Current Rules) provide for the minimum benefit requirements for psychiatric, rehabilitation and palliative care and other hospital treatment which, prior to 1 April 2007, were covered by provisions in Schedule 1 (1) (bj) of the National Health Act 1953.  

The Private Health Insurance (Benefit Requirements) Rules 2008 (No.2) (the Rules) commence on 1 July 2008.  The Rules revoke and remake the Current Rules.

Schedules 1 to 5 to the Rules set out the minimum levels of benefit which are payable for hospital treatment, namely benefits for overnight accommodation (Schedules 1 and 2), same day accommodation (Schedule 3), nursing-home type patients (Schedule 4) and second-tier default benefits (Schedule 5).
The Rules make minor changes to all the Schedules to the Current Rules as set out below.
Schedules 1, 2 and 3 
Schedule 1 sets out minimum benefit levels in regard to overnight accommodation at private hospitals in all States and Territories, and overnight shared accommodation at public hospitals in Victoria and Tasmania.  Schedule 2 sets out minimum benefit levels in regard to overnight shared accommodation at public hospitals in the remaining States and Territories.  Schedule 3 sets out minimum benefit levels in regard to same day accommodation for private hospitals and public hospitals in all States and Territories.  These accommodation components are subject to annual review and are amended with reference to Consumer Price Index (CPI) movements from March to March each year (with the exception of Queensland).  In the year from March 2007 to March 2008 there was an increase of 4.2% in the CPI.  The Rules make changes to the minimum benefit levels in Schedules 1, 2 and 3 to reflect this increase in the CPI and will be effective for the financial year 2008-2009.  The Queensland increase is based on the December to December Brisbane CPI movement.  For the December 2006 to December 2007 Brisbane CPI, there was an increase of 3.9%. 
In Part 3 to Schedule 3, Category 9 of the Current Rules (comprising Medicare Dental Items 85011-87777 - services provided by eligible dentists) has been omitted from the Type C List in the Rules.  These items are discontinued to reflect their withdrawal from the Medicare Benefits Schedule.  
Schedule 4 
Schedule 4 sets out the minimum benefit payable for patients that are classified as 
nursing home type patients (NHTP) in all States and Territories and private hospitals.  
The Rules adjust the minimum NHTP benefit per night for the Australian Capital Territory from $89.35 to $93.15; South Australia from $93.50 to $97.50; the Northern Territory from $58.11 to $59.08 and Western Australia from $97.80 to $99.30.  The increase to the NHTP minimum benefits has been calculated in accordance with the biannual pension increase that occurred on 20 March 2008.  
Schedule 5 
Schedule 5 requires a private health insurer to pay second-tier default benefits for most episodes of hospital treatment provided at private hospital facilities that are specified in Schedule 5 if the health insurer does not have a negotiated agreement with the hospital.  Schedule 5 sets a higher minimum benefit level (for overnight treatment and day only treatment provided in specified facilities) than the minimum benefit set for such treatment by Schedules 1, 2, and 3 of the Rules.
Schedule 5, clause 4 specifies hospitals who may receive second-tier default benefits.  This clause in the Rules lists those hospitals which:

· are specified in Schedule 5 of the Current Rules and whose second-tier eligibility does not expire until 30 June 2009;

· have applied to renew their second-tier default benefit status and have been approved to continue to receive second-tier default benefits until 30 June 2010; or
· have been approved for the first time to receive second-tier benefits until 30 June 2010.

Schedule 5, clause 4 of the Rules also reflects those hospitals whose second-tier status has been removed because:
· their second-tier eligibility expired on 30 June 2008 and they did not apply for renewal before the deadline of 8 May 2008; or
· hospitals which no longer satisfied the criteria to be eligible to receive second-tier default benefits.
The Rules add to the list of hospitals specified in the Current Rules:

Diagnostic Endoscopy Centre




Darlinghurst

NSW

Oral Surgery Day Centre





Chatswood


NSW

The Rules remove from the list of hospitals specified in the Current Rules:

Bethesda Hospital






Claremont


WA

Calvary Health Care Sydney – Hurstville Community
Hurstville


NSW

Canada Bay Private Hospital





Concord


NSW

Caringbah Day Surgery





Caringbah


NSW

Delmar Private Hospital





Dee Why


NSW

South Perth Hospital






Como


WA

The Burnside War Memorial Hospital



Toorak Gardens

SA

The Marian Centre






Wembley


WA

Wolper Jewish Private Hospital




Woollahra


NSW

The Rules change the name of:

Mater Misericordiae Private Hospital 



Crows Nest 

NSW

to:

Mater Sydney







North Sydney

NSW

Schedule 6 of the Current Rules 
Subsection 16(1) of the Private Health Insurance (Transitional Provisions and Consequential Amendments) Act 2007 (the Transitional Act) dated 1 April 2007 contains a provision specifying that a service is to be taken to be a hospital treatment for the purposes of the Private Health Insurance Act 2007 if, immediately prior to the commencement of that Act, the service was an outreach service within the meaning of the National Health Act 1953.  However, subsection 16(2) of the Transitional Act specifies that section 16 of that Act ceases to apply to a particular service: 
(a) if the Minister revokes under subsection (3) of this section the determination under section 5D of the National Health Act 1953 by virtue of which the service was, immediately before the commencement time, an outreach service within the meaning of the National Health Act 1953; or

(b) on 1 July 2008;

whichever happens first.

Schedule 6 of the Current Rules reflects subsection 16(2) of the Transitional Act by ceasing to have effect at midnight 30 June 2008.  Schedule 6 is therefore removed from the Rules.

Consultation

The amendments made to Schedules 1, 2, and 3 of this determination reflect the increase in default benefits due to the CPI change from March 2007 to March 2008.  The increases to the minimum benefits in public hospitals were made with the agreement of the relevant State or Territory health authority.  Queensland advised its increase is 3.9% due to the Brisbane CPI change from December 2006 to December 2007, on which its rates have been based.
The Medicare dental items 85011-87777 were closed to new patients after 30 March 2008.  Patients who have received services between 1 November 2007 and 30 March 2008 will continue to receive Medicare benefits up to and including 30 June 2008.  No Medicare benefits will be payable for any dental services provided under items number 85011-87777 after 30 June 2008.
The amendments made to Schedule 4 are related to minimum benefits for NHTPs in public hospitals in the Northern Territory, South Australia, Australian Capital Territory and Western Australia.  Increases to the minimum benefits for public hospitals were made with the agreement of the relevant State or Territory health authority.  
Increases in minimum benefits payable to private hospitals are mechanical in nature and well understood and accepted by the private health industry.  This arrangement for private hospitals has been in place since the early 1990s. 
Consultation for changes to Schedule 5 occurred with industry through the Second Tier Advisory Committee, which includes equal representation from the private hospital and health insurance sectors.

Schedule 6 - outreach services of the Current Rules ceases to have effect at midnight on 30 June 2008. 
The Department consulted the Office of Best Practice Regulation (OBPR) on the requirement to prepare a Regulation Impact Statement (RIS).  OBPR confirmed that the adjustments have a no or low impact on businesses and individuals or the economy, therefore a RIS was not required. (Reference No. 9197).
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