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Please have each team member complete the deed. Happy if you want to email them all through to me as one pack.

Thanks,

Assistant Director | Private Health Policy and Financing | Private Health Industry Branch
Medical Benefits Division

Australian Government Department of Health and Aged Care

7:02 6289 §l | £ I @health.cov.au

Part-time hours - Mo, Tu, Th, Fr.
Explore medical specialists costs across Australia with the Medical Costs Finder

"Important: This transmission is intended only for the use of the addressee and may contain confidential or legally
privileged information. If you are not the intended recipient, you are notified that any use or dissemination of this
communication is strictly prohibited. If you receive this transmission in error please notify the author immediately
and delete all copies of this transmission." &
This e-mail and any attachments to it are confidential. You must not use, dlSClOSé\\g? act on the e-mail if you are not
the intended recipient. If you have received this e-mail in error, please let us?/ Oow by contacting the sender and
deleting the original e-mail. Liability limited by a scheme approved under. a&andards Legislation.
Deloitte refers to a Deloitte member firm, one of its related entities, or‘& fpe Tduche Tohmatsu Limited (“DTTL").

Each Deloitte member firm is a separate legal entity and a member does not provide services to
clients. Please see www.deloitte.com/about to learn more. Noth&l ‘ﬁms {hail, nor any related attachments or
communications or services, have any capacity to bind any enf?ty l@%r the ‘Deloitte’ network of member
firms (including those operating in Australia). ?\
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From: _@deloitte.com.au >

Sent: Friday, 9 September 2022 4:03 PM

To:

Cc: ; KELLEHER, Brian

Subject: RE:Letter of Offer - Expert Services 2023 Premium Round [SEC=OFFICIAL]
Attachments: Official Order - Expert Services 2023 Premium Round SIGNED.pdf
Categories: Red Category

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if

you recognise the sender and know the content is safe.

Hi [l

Thank you for selecting us to help with this work. We are looking forward to

&
RS

L &
<\

Please find attached my signature with the Order. \)égq/@ Q§~

S P9
Have a great weekend and speak next week. ?‘(o O«'\'?QQ/
Regards Q/\/Q/év e@
S AR

S PN
F N

_— Z %
D: | M: S
@deloitte.com.au | www.deloitte.com.au &\Q\V\QQ OQQ\

Please consider the environment before pri@g

O@

From: Cﬁ?ﬁg«?véé

Sent: Friday, 9 September 20224 Q-MQg

To: @deloj té\com.au Q

Cc: deloig.gém.auz KELLEHER, Brian <Brian.Kelleher@health.gov.au>

Subject: [EXT]Letter of Offer - Expert Services 2023 Premium Round [SEC=0FFICIAL]
Hi
Please see attached.

If you have any questions, please let me know.

Regards,

Acting Assistant Director | Private Health Policy and Financing | Private Health Industry Branch
Medical Benefits Division
Australian Government Department of Health and Aged Care

7:02 6289l | & @health.cov.au
Part-time hours - Mo, Tu, Th, Fr.
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Explore medical specialists costs across Australia with the Medical Costs Finder

"Important: This transmission is intended only for the use of the addressee and may contain confidential or legally
privileged information. If you are not the intended recipient, you are notified that any use or dissemination of this
communication is strictly prohibited. If you receive this transmission in error please notify the author immediately
and delete all copies of this transmission."

This e—mail and any attachments to it are confidential. You must not use, disclose or act on the e—mail
if you are not the intended recipient. If you have received this e—mail in error, please let us know by
contacting the sender and deleting the original e—mail. Liability limited by a scheme approved under
Professional Standards Legislation. Deloitte refers to a Deloitte member firm, one of its related entities,
or Deloitte Touche Tohmatsu Limited (“DTTL”). Each Deloitte member firm is a separate legal entity
and a member of DTTL. DTTL does not provide services to clients. Please see www.deloitte.com/about
to learn more. Nothing in this e—mail, nor any related attachments or communications or services, have
any capacity to bind any other entity under the ‘Deloitte’ network of member firms (including those
operating in Australia).
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From: _@deloitte.com.au>
Sent: Wednesday, 21 December 2022 11:15 AM
To:

Cc: n_
Subject: 2023 Premium round - Expert Services - Request to invoice and Summary of Fees
to 20 Dec 2022

Categories: Red Category

i
Below a summary on the work completed on the 2023 premium round.
For services delivered to 20 December 2022 we have incurred a total of (incl. GST) or_
before GST. This compares to the budget of- (incl. GST), which means (incl. GST) remains
available.
<& &

As discussed, we would like to issue an invoice for the work. W@vpv with us raising an
w_ (incl. GST) and the steps for submission, |ncIJ.1 %@a PO_number we should use.

& <’
BRs /\ vo
&c@o%%eam to 20 December 2022. This covers all

|o rior to receipt of the first round of

W as industry analyses.
Please note that we have not charged for s@l\%“ ime, in line with our proposal which said he would
invest 3 days of effort. Q/é O

Table 1: Budgeted hours, Incurr 6}.¢® a &&: arged Hours by Resource — for the period up to and including
‘(/

e Breakdown of hours and fees
The tables below give a summary of times and fees in
work relating to input on the submission template%
submissions, analyses of individual insurer sub

20 December 2022

Budgeted hours (Incl. investment Hours incurred H
b) +(c

\G) 1% nation

Resource Name

time by Partner

Table 2: Hours Charged and Fees by Resource — for the period up to and including 20 December 2022
Hours charged

(b)

Resource Name

Hourly rate (incl. GST) Total Fees (incl. GST)

1
Page 60 of 163



FOI 4806
Please let me know if you need any further information or if you would like to discuss on the phone.

Director | Health, Government and Public Sector | Actuaries and Consultants
Deloitte Consulting Pty. Ltd.
477 Collins Street, Melbourne, VIC, 3000

o J— - E—
@deloitte.com.au | www.deloitte.com.au

| work part time and am unavailable on a Friday

&
RS

This e-mail and any attachments to it are confidential. You must not use, @%ége\or qggén the e-mail if you are not
the intended recipient. If you have received this e-mail in error, please I} 41/n \A@Vcontacting the sender and
deleting the original e-mail. Liability limited by a scheme approved r F&é?

ssjonal Standards Legislation.
Deloitte refers to a Deloitte member firm, one of its related er;?(fﬁ? orDe o(&Touche Tohmatsu Limited (“DTTL").
Each Deloitte member firm is a separate legal entity and a menber YDTTL does not provide services to

clients. Please see www.deloitte.com/about to learn more F&S@ikﬁs e-mail, nor any related attachments or
enkit
A

communications or services, have any capacity to bind o%\\ér ngm under the ‘Deloitte’ network of member
firms (including those operating in Australia). & v
2 Q~®<<y‘

2O
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From: _@deloitte.com.au>

Sent: Thursday, 8 December 2022 12:45 PM

To: kK

Cc: X

Subject: 2023 Premium round - Expert Services - Summary of Fees to 7 Dec 2022
Categories: Red Category

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

i
Following on from our conversation on Tuesday, we have incurred_ (in\‘&hding GST) or_ (before
GST).

cluding GST) remains

This compares to the budget of- (including GST), which means

Q/Q‘
available. Q o°,Q
N K

‘O A
e Breakdown of hours and fees ?\O Y
The tables below give a summary of times and fees i |n Rﬁeam to date. This covers all work relating to
input on the submission templates, discussions pno@ he first round of submissions as well as work

to produce the draft report shared with DOHAC @ e\/ P to 7 December 2022.

géLWme in line with our proposal which said he would

Table 1: Budgeted hours, Incurre%%@-n@rarged Hours by Resource — for the period up to and including 7
December 2022 7,0 (L

Please note that we have not charged for
invest 3 days of effort.

. Budgeted hours (Incl. investment Hours incurred H
nation .
ég time by Partner) (a) =(b) +(c)

Resource Name
O

Table 2: Hours Charged and Fees by Resource — for the period up to and including 7 December 2022
Hours charged

(b)

Resource Name

Hourly rate (incl. GST) Total Fees (incl. GST)

e Next steps:
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Our work order encompasses the period 15 November 2022 to 16 December 2022.

Following developments on your end, we will be guided on how best we support next week and also how we

rescope for work beyond that.

Please let me know if you need any further information or if you would like to discuss on the phone.

Director | Health, Government and Public Sector | Actuaries and Consultants
Deloitte Consulting Pty. Ltd.
477 Collins Street, Melbourne, VIC, 3000

o | v
@deloitte.com.au | www.deloitte.com.au

| work part time and am unavailable on a Friday

<
&t &
KK
Y
VCOQ/\ vo
Vs

This e-mail and any attachments to it are confidential. Ye\hmu(s} %u e, disclose or act on the e-mail if you are not

the intended recipient. If you have received this e- m or please let us know by contacting the sender and
deleting the original e-mail. Liability limited by a Q’p ed under Professional Standards Legislation.
Deloitte refers to a Deloitte member firm, one ’f?l‘ts Eg\ntltles or Deloitte Touche Tohmatsu Limited (“DTTL”).
Each Deloitte member firm is a separate ?~ @ member of DTTL. DTTL does not provide services to

firms (including those operating in
(Oodz@
O < ‘</
A <</
RS

clients. Please see www.deloitte.com re Nothing in this e-mail, nor any related attachments or
communications or services, have an 3?& d any other entity under the ‘Deloitte’ network of member
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From: _@deloitte.com.au>

Sent: Friday, 27 January 2023 6:18 PM

To:

Cc: ; :

Subject: 2023 Premium round - Expert Services - Summary of Fees to 20 Jan 2023
Categories: Red Category

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

il
Please see below a summary of work completed on the 2023 premium round&‘?‘

Q~
For services delivered to 20 January 2023 we have incurred a total of Q).
before GST. This compares to the budget of- incl. GST (bein e q/l i

(él. GST or
mount of plus
- extension), meaning [N (incl- GST) remains avaﬂ@é O)

The following tables provide a breakdown of time worked rﬁx&x?gﬁ@r?éd by our team. This covers all work
completed to date including analysis of insurer resubnn% i?{énote that we have not charged for all of
&W%@ nve

Ignatius’ time, in line with our proposal where it was st three days of effort, plus an additional
day per the extension of work order.

Q.

Table 1: Budgeted hours, Incurred hours a gged@x\urs by Resource - for the period up to and including 20
January 2023

dgeted hours (incl. Hours incurred Hours charé
estment time by Partner) (a) = (b) + (c) (b)

Resource Name Designati

Table 2: Hours Charged and Fees by Resource - for the period up to and including 20 January 2023
Hours charged

(b)

Resource Name

Hourly rate (incl. GST) Total fees (incl. GST)

Please let me know if you need any further information or if you would like to discuss over the phone.

Best regards,
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Manager | Social Outcomes, Actuarial Consulting

Deloitte Consulting Pty Ltd
= v

This e-mail and any attachments to it are confidential. You must not use, disclose or act on the e-mail if you are not
the intended recipient. If you have received this e-mail in error, please let us know by contacting the sender and
deleting the original e-mail. Liability limited by a scheme approved under Professional Standards Legislation.
Deloitte refers to a Deloitte member firm, one of its related entities, or Deloitte Touche Tohmatsu Limited (“DTTL").
Each Deloitte member firm is a separate legal entity and a member of DTTL. DTTL does not provide services to
clients. Please see www.deloitte.com/about to learn more. Nothing in this e-mail, nor any related attachments or

communications or services, have any capacity to bind any other entity under the{@eloitte’ network of member
firms (including those operating in Australia). <&
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From: _@deloitte.com.au >

Sent: Tuesday, 10 January 2023 5:59 PM
Cc: KELLEHER, Brian; ; ;T
Subject: Analyses of Resubmissions - tasks through to end of week

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

Hi-,-,- and Brian,

Following our conversation this morning, this is our current plan which we will work on over the next couple of days:

1. Prostheses savings ,ng/

a) Produce results excluding savings estimated for the product category “08 - Cardiac (CIED)” and
create charts similar to those on page 10-12 (0%, 50% an$ /c.~hxpgg~ d savings under various
utilisation growth assumptions).

b) Comment on how insurers’ estimates of saves com%} e insurers which had been
requested to resubmit around prostheses |dent|f{?€p @@fnt colour.

2. Summary of findings from the resubmissions — the@@kvm;&o evaluate quickly how each insurers has
met the requests laid out in the resubmission Ietgg ,Q gg%msurer has gone about it and, most

importantly, whether the information as a c iv ?Ia
a) Review each resubmission, taklng% Eﬁn d@hon the following:
\%V e“

Insurer FCI Net Did aI \ éot what Did each Did the

change Margin pro &percentage of product tier's number of
Change products gross margin people covered

increased in reduce or stay under each

premium? equal? product

remain equal?

\G) Q%hgémpares In the event that These compare This compares
\2\ 2023 certain product the product tier  the “TOTAL
Q@ONTHLY codes exhibit a gross margins NUMBER OF

PREMIUM ($) higher premium in  attained from PEOPLE
as at 1 April the resubmission, Template D. COVERED BY
2023 - for all this column will THIS PRODUCT
products (new  highlight the as at
and existing)” proportion of the 30 September
column total number of 2022” column
between the products exhibited between the old
old and new this premium and new
submissions. increase. submissions.

There is a lot of detail here but we think that the detail can help to provide the support for any follow ups with
insurers. We have deliberately focussed our effort on the “how” i.e. how have insurers produced a reduced
headline rate and does it genuinely pass the public interest test in terms of real improvements to premium. We are
envisaging collating this information in a table form as an addendum to the original pack and include signposts in the
original pack pointing out cases of resubmissions.

Catch up tomorrow.

Cheers
1
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Partner | Health | Actuarial
Deloitte Consulting

225 George Street, Sydney/Gadigal, NSW 2000, Australia

. E—
@deloitte.com.au | www.deloitte.com.au

o R - N | R o't com o

Walking together
Deloitte and Australia’s First Peoples

Please consider the environment before printing.

%
This e—mail and any attachments to it are confidential. You must not us&\z(\iisclose or act on the e—mail
if you are not the intended recipient. If you have received this e—mail ﬁrror@lease let us know by
contacting the sender and deleting the original e—mail. Liability li d by a&heme approved under
Professional Standards Legislation. Deloitte refers to a Deloitte m e<) ifm, one of its related entities,
or Deloitte Touche Tohmatsu Limited (“DTTL”). Each Del m@ﬁn@@ﬁrm is a separate legal entity
and a member of DTTL. DTTL does not provide service\/ n@ lease see www.deloitte.com/about
to learn more. Nothing in this e—mail, nor any relatec@. X me\ﬁ or communications or services, have
any capacity to bind any other entity under the @Io@b ,Q%’twork of member firms (including those
operating in Australia). Q)Q/ Q‘® ?\’

9 (O \g@

SE:

%
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From: —

Sent: Monday, 12 December 2022 5:39 AM

To: ; ;

Cc: ; ; ;

Subject: RE: TRIM: Apr-23 Rate Submission Analyses [SEC=OFFICIAL]
Attachments: Measuring Efficient Price Growth in the NHRA [SEC=OFFICIAL]

i
Thank you for sending through the pack.

Below are our questions and comments re the slide pack. We are hoping to brief up the line this this week, would it
be possible to have a new pack taking into account these comments tomorrow? Please let us know if there are any
issues.

\2{0
Questions and comments: A
e Page 3 —it would be great to call out that “other” column doesn’t gggitithe Qgpacity for insurers to
“move” their requested premium rate. V\’ VQ‘
e Where possible, it would be great to have axis labels (includi%\c}\it@e gn’ted) on all charts.
e What are the criteria for the ‘peer’ groupings? i.e. what ar%%e sh%s l@ﬁsholds etc?
. pro . - . A . .
rojected benefit growth charts — can we please conflr?j’f‘thqjlgu were taken directly from the written
part of the submission, or if there was some other ca@u a@%@ed out?
e Inthe date deferred section of each insurer sum es, (o t'6ay ‘implemented’ when there wasn’t a
deferral. Others say ‘NA’ instead — such a @
e Canyou please add ‘protected’ markings t I'Q). %/?‘
e Can we please re-order to have the ind s ront
e Slide 88 —the IHACPA reference. Wecc ck@tl’@%vith the Public Hospitals Section and they suggested we
should instead use the efficient g@th@%r@price of public hospitals in 22-23 as calculated in the attached
email. Y &
NPROPN
07 &
Regards, < A%

— &

Assistant Director | Private Health Policy and Financing | Private Health Industry Branch
Medical Benefits Division
Australian Government Department of Health and Aged Care

7:02 6289 [§ll | £ I @hea/th.cov.au
Part-time hours - Mo, Tu, Th, Fr.

From: @deloitte.com.au>
Sent: Wednesday, 7 December 2022 3:32 PM

To: @health.gov.au>; @health.gov.au>; G

@Health.gov.au>; KELLEHER, Brian <Brian.Kelleher@health.gov.au>

@deloitte.com.au>; @deloitte.com.au>;_
@deloitte.com.au>; @deloitte.com.au>

Subject: TRIM: Apr-23 Rate Submission Analyses

Cc:

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.
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Hi-, Brian,- and-

Please find attached our analyses of each insurer and for the industry.

The analyses

As you would have already seen, this year we have introduced the waterfall chart. The purpose of this chart is to
explore whether we can explain the rate increase being requested, attributing it to different drivers: underlying
benefit growth, change in margins, flowing through of reforms savings etc. In one of the very initial discussions we
had as part of the planning for this work, you shared that hospitals were indicating that they are facing significant
cost pressures from for example, staffing shortages and generally higher inflation. Hence, to the extent that this
would flow directly to insurers’ claim costs, and to the extent that insurers might have a different view of those cost
pressures, we felt that this became a key question to understand. The waterfall helps with this by showing what
insurers have assumed about benefit growth rates.

Another key insight that we wanted to get from the waterfall chart is how insurers are changing their targeted gross
margins. Our approach has been to compare Apr-22 with Apr-23 from Template @this year’s submission. Ina
“normal” year, the difference may very well be indicative of planned changes to‘the targeted GMs. However, Apr-
22 has continued to be impacted by COVID-19 resulting in far lower claims t@%expect d. Hence, we have added
some additional commentary to bridge the (often significant) difference b e?\k pected Apr-22 GM (per last
year’s submission) with the updated expectation (not quite an actual becau 6 the OYSTSU” be 6 months remaining

for the Apr-22 premium year as at September). You will see that th@ s ofhow GM is changing sometimes
provides an internally coherent story, but just as often, there ar %Gj?gnlﬂcant impacts coming through
cing waterfall item called “Other”.

from membership changes, planned migration that are capt?O n Q?re l@a

higher net margin being requested than hlstorlcally r is targeting a higher net margin compared

The second page of the insurer pack is similar to preV|o &s elp to quickly identify where there may be a
with its peers and whether its approach to cap|tab5 %uonservatlve than its peers and the industry.

Finally, we have included many of the s ’ﬁqdu }s (Q, again. There are some new ones to show the impact of
the new prudential capital standards ar@ t&e additional capital insurers will need to hold as well as their

ability to generate additional capital t@ u ms Given the focus on benefit growth, we have also got a slide
that summarises each insurer’s as ef|t growth and compared that with the industry average and
what we could see as being as%@e HQ&PA in their latest pricing report.

_
Additional thoughts A

/\Q*
Please excuse the long email but a couple of other initial thoughts we wanted to share following yesterday’s
discussion.

Resubmission risks:

e Information asymmetry has always been a challenge and is impacted by the manner in which insurers
represent information in their submissions. The creation of the waterfall has highlighted the challenge of
piecing together all the different information they provide into a coherent “story”. Aninsurer that is asked
to resubmit may not offer new information and feel discouraged from being more transparent going
forward. How do you align/reward ease of getting through the process with increased transparency?

e Insurers can currently introduce new products (and prices) that do sit outside the rate submission
process. This might produce the desired official increase even though the experience of the consumer is
detrimentally affected. Does the opportunity to resubmit simply exacerbate this practice? i.e. it is dressing
up the request differently without any “real” impact for members? How can we keep insurers honest about
the way they manage products? E.g. review Template A in detail across years? Could DOH consider
reporting approved/planned “loss ratios” in future (i.e. the premium increase is one part of the picture, the
other part is how much goes back to members as claims).

2
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Conditions for resubmission:

e Insurers with a materially higher hospital and/or general treatment benefit growth assumed. All hospitals
and health providers are generally subject to the same forces that drive up their costs. Therefore, we would
expect that most insurers have broadly similar expectations on benefit growth. The exception to this are
insurers with a geographic concentration — in which case the inflationary pressures for hospitals in that
location should be an additional consideration (Insurer’s first page and page 88)

e Insurers with a rate increase before rate protection, age based discounts and dependent reforms above
their benefit growth assumption are potential examples where there is an increase in GM being priced into
the Apr-23 submission. To the extent that this cannot be explained by performing the additional analyses to
look at how the GM expectation has changed for Apr-22, or any other explanatory factor, this raises a red
flag that there is more information that the insurer could provide to help explain the final FCI (Insurer’s first
page comparing total benefit growth with the first black bar).

e Net margins that appear to be consistently higher than the rest of the industry, plus target capital that is
also materially greater than the industry (insurer’s second page and page 76)

e Insurers that have estimated materially higher contract and medical cost indexation than the rest of the
industry and using that to justify a higher rate increase (insurer’s first page including commentary on
hospital contracting)

e Insurers that have not reflected any savings at all from prostheses reforms@surer’s first page i.e. the pros
bens item plus pages 78-80, 90, 91)

e Insurers who are deferring rate rises without clearly describing how thfS being allowed for in their rate
rise request (insurer’s second page where Apr-23 column of the pr rat&f@quest table indicates
whether an insurer mentions this is being considered)

e Insurers where information provided is internally |ncon5|ste .E. (g%;’e@gi’template differs from the
written submission

?\
Happy to talk through this when we next catch up or drop*g?d\@e call if earlier is better.

In terms of next steps — we will take on board any fee nﬂé\ﬂ have on the attached. We will also reflect
more on the resubmission risks and conditions for &/r‘?r nd update you with any further thoughts if we

have them. ~2~V§< <<

Separately, we have been developing an s&t t@% ant to share with clients showing quarterly analyses of
product movements e.g. number of pr @pe and closing by tier, what clinical categories are being
added/dropped and so on. We are e nishihg an initial version and will share that with you. Just thought it
might also help with your mtern% 0 round the product migration issue but also ongoing tracking.

Q.
Regards «@c) QQ/ <</
RS

Partner | Health | Actuarial
Deloitte Consulting

225 George Street, Sydney/Gadigal, NSW 2000, Australia

 —
@deloitte.com.au | www.deloitte.com.au

o R - N | R o't com o

Walking together
Deloitte and Australia’s First Peoples

Please consider the environment before printing.
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This e—mail and any attachments to it are confidential. You must not use, disclose or act on the e—mail
if you are not the intended recipient. If you have received this e—mail in error, please let us know by
contacting the sender and deleting the original e—mail. Liability limited by a scheme approved under
Professional Standards Legislation. Deloitte refers to a Deloitte member firm, one of its related entities,
or Deloitte Touche Tohmatsu Limited (“DTTL"). Each Deloitte member firm is a separate legal entity
and a member of DTTL. DTTL does not provide services to clients. Please see www.deloitte.com/about
to learn more. Nothing in this e—mail, nor any related attachments or communications or services, have
any capacity to bind any other entity under the ‘Deloitte’ network of member firms (including those
operating in Australia).
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From: KELLEHER, Brian

Sent: Thursday, 18 August 2022 7:27 AM

To:

Cc: ;

Subject: RE: For approval ASAP today - 2023 Premium Round Procurement Plan
[SEC=OFFICIAL]

Attachments: Premium Round 2023 - Procurement Plan - AS signed and dated - 19Aug22.docx

Good morning

All recs noted and approved — template not allowing draw function, so | have used strikethroughs where
appropriate.

| have made a change to the reasons for pursuing a direct source with D in the minute.

Please let me know how the approach to market will be raised with D — email and / or Austender.

| have let D know they may expect to receive an approach.

rian (</
B &\2\

From:
Sent: Thursday, 18 August 2022 8:57 AM

To: KELLEHER, Brian <Brian.Kelleher@health.gov.au>
Cc:_@health.gov.au>;
Subject: For approval ASAP today - 2023 Premium Round PrQe)ﬂ'e@

<
@Health.gov.au> \)éo %) ?9‘

@Health.gov.au>
n [SEC=OFFICIAL]

KON
Hi Brian, < KA
KN P
For approval - please see attached updated doa@ p@s ur discussion yesterday. I've attached the full pack to
this email for completeness, with summary /g C elow.

e Procurement plan agreement f‘:@ Q<< é&
e Attachment A — Expenditure % 6@>n®@
* Attachment B - IIP checklist()~ <) Q§

e Attachment C— Risk Prt@g < o\

e AttachmentD - Req§e}\§pfo<gﬁ on

e Attachment E - Valtié for Mo Assessment
e Attachment F - PAS endorsgiment

Thanks,

|
Private Health Policy and Financing

Private Health Industry Branch | Medical Benefits Division | Health Resourcing Group
Australian Government, Department of Health and Aged Care

T: 07 3360 G | E: B Ghealth.gov.au

Location: 160 Ann Street, Brisbane
GPO Box 9848, Brisbane QLD 4001, Australia
The Department of Health and Aged Care acknowledges First Nations peoples as the Traditional Owners of Country

throughout Australia, and their continuing connection to land, sea and community. We pay our respects to them and
their cultures, and to all Elders both past and present.
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From: KELLEHER, Brian <Brian.Kelleher@health.gov.au>
Sent: Wednesday, 17 August 2022 9:06 AM

To:
Cc: @health.gov.au>

Subject: RE: RE-FLAGGING FW: For approval by Thursday 11 August - 2023 Premium Round Procurement Plan
[SEC=OFFICIAL]

@Health.gov.au>

Hi- — please call so we can discuss the attached — please review revise dates

rrom: [ - . <0 o>
Sent: Thursday, 4 August 2022 2:57 PM
To: KELLEHER, Brian <Brian.Kelleher@health.gov.au>

@Health.gov.au>
Subject: For approval by Thursday 11 August - 2023 Premium Round Procurement Plan [SEC=OFFICIAL]

Hi Brian, &\2{0

Q~
For your approval and review by Thursday 11 August, see attached docur@%&)ek ZOQgPremium Round
X

procurement. See below summary of attachments. ) 9
e Procurement plan agreement for PR23 <<§) @%&
e Attachment A — Expenditure information ?{O AT QO
e Attachment B — IIP checklist \/Q/ ?@ OV‘
e Attachment C— Risk Profile Qf</ O% ?‘é
N\

e Attachment D - Request for Quotation Q/% A &\2\
e Attachment E - Value for Money Assessmen%({/
e Attachment F - PAS endorsement S

N
Please let us know if you have any question r%e}ie{.
AN
Thanks, O\) O &@
— O

Private Health Policy and Financﬁn\%

Private Health Industry Branch | Medical Benefits Division | Health Resourcing Group
Australian Government, Department of Health and Aged Care

T:07 3360 G | E: B Ghealth.gov.au

Location: 160 Ann Street, Brisbane
GPO Box 9848, Brisbane QLD 4001, Australia
The Department of Health and Aged Care acknowledges First Nations peoples as the Traditional Owners of Country

throughout Australia, and their continuing connection to land, sea and community. We pay our respects to them and
their cultures, and to all Elders both past and present.
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From: KELLEHER, Brian

Sent: Friday, 9 September 2022 1:27 PM

To:

Cc:

Subject: RE: For Clearance (by Monday if possible): Official Order for Deloitte re Premium
Round 2023 [SEC=OFFICIAL]

Attachments: Commitment Approval Minute - Premium Round 2023 Procurement -

9Sep2022.docx; Attachment B - Letter of Offer - Expert services for 2023 Premium
Round - 9Sep22.docx

Thanks- —as discussed

Brian
From: @health.gov.au>
Sent: Friday, 9 September 2022 1:08 PM &\2{(/
To: KELLEHER, Brian <Brian.Kelleher@health.gov.au> Q‘
Cc: @Health.gov.au> QQ/ 4 &
Subject: For Clearance (by Monday if possible): Official Order for Deloitt E]/rﬁmiu?gq‘ound 2023 [SEC=O0FFICIAL]
>

Hi Brian, (5(9«'\90&

(OV‘ O ¢
Please see attached VAYQ

- S
AR
Note that Deloitte quoted- including GST, ar@@s t'iﬂgsmount sought. Any extensions etc can be
covered off in future with variations to the contract, R Q/?\/
A
Thanks, ‘2‘ \é <<
A & «O
SO

E— SR @

Acting Assistant Director | Privat&)@a@@ol' and Financing | Private Health Industry Branch
Medical Benefits Division

_ & (& (K
Australian Government De ent of fealth and Aged Care
T:02 6289 il | E:ﬂ@hg&.gov.au
Part-time hours - Mo, Tu, Th, Fr.
Explore medical specialists costs across Australia with the Medical Costs Finder
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From: —

Sent: Friday, 23 December 2022 6:59 AM

To: ;

Cc:

Subject: FW: Order Variation - Actuarial Services for Premium Round 2023 [SEC=OFFICIAL]
Attachments: Schedule 6A Order Variation - DoOHAC AS signed and dated - 23Nov22.pdf

i I =
Please see attached the counter-signed Order Variation.

If you have any questions, please let me know.

Thanks,

O
— P

Assistant Director | Private Health Policy and Financing | Private H |
Medical Benefits Division QY O S
Australian Government Department of Health and Aged Care(</\, ev

| \2\

Explore medical specialists costs across Austra%{w

S
From: KELLEHER, Brian <Brian.Kelleher@hea tieg\@%O((
Sent: Friday, 23 December 2022 9:43 AM 4 A
To: @deloitte.com.au>;
Cc: @
Subject: RE: Order Variation - AC@B&/

Part-time hours - Mo, Tu, Th, Fr. Q{é &\
g
@) \2{0

@deloitte.com.au>

AU, @health.gov.au>

vicesfor Premium Round 2023 [SEC=0FFICIAL]
SRR

Good morning — please fin{@ﬁachéﬁé@ igned and dated Order Variation.

Bri
rian &\2\

From: @deloitte.com.au>

Sent: Thursday, 22 December 2022 4:42 PM

To: @health.gov.au>; ||| GGG 2 oitte.com.au>

Cc: @health.gov.au>; KELLEHER, Brian <Brian.Kelleher@health.gov.au>
Subject: RE:Order Variation - Actuarial Services for Premium Round 2023 [SEC=OFFICIAL]

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open
attachments if you recognise the sender and know the content is safe.

Hi [l

Thanks for pulling this together for us.
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Please find attached a scanned version with my signature. We are comfortable for the Department to sign the
document electronically.

Regards

> v
@deloitte.com.au | www.deloitte.com.au

Please consider the environment before printing.

At Deloitte, we work flexibly. If you receive an email from me outs de of business hours, I'm sending it at a time that su ts me - please don't feel you need to respond until

regular business hours.

From: @health.gov.au>
Sent: Thursday, 22 December 2022 1:30 PM

To: @deloitte.com.au>; @deloitte.com.au>
Cc: @health.gov.au>; KELLEHER, Brian <Brian.Kelleher@health.gov.au>
Subject: [EXT]Order Variation - Actuarial Services for Premium Round 2023 [SEC=Q€€4CIAL]

oecar [N =n

to 30 June 2023. Co<<’ ,&'\/O) O‘o

I've attached a pdf and word version.
e If you would like to request any changes for our@ﬁstd@$ rﬁaase do so using the word version in track
changes and comments.
e If you are happy with the document as is th @%@(eed for the appropriate person and witness to sign
and date the last page of the pdf versio G)
e The Department proposes to sign t &g? 6&’ectron|cally and seeks Deloitte’s confirmation that this is

acceptable. A
<</ S >
We wish to finalise this by no later %Bh@?@]@ay\ﬁmorrow

Any questions or concerns pleaae Q’T’@?tate to contact me.
RO
I N

Assistant Director | Private Health Policy and Financing | Private Health Industry Branch
Medical Benefits Division
Australian Government Department of Health and Aged Care
7:02 6289 §ll | £ I @health.cov.au
Part-time hours - Mo, Tu, Th, Fr.
Explore medical specialists costs across Australia with the Medical Costs Finder

"Important: This transmission is intended only for the use of the addressee and may contain confidential or legally
privileged information. If you are not the intended recipient, you are notified that any use or dissemination of this
communication is strictly prohibited. If you receive this transmission in error please notify the author immediately
and delete all copies of this transmission."

This e—mail and any attachments to it are confidential. You must not use, disclose or act on the e—mail
if you are not the intended recipient. If you have received this e—mail in error, please let us know by
contacting the sender and deleting the original e—mail. Liability limited by a scheme approved under
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Professional Standards Legislation. Deloitte refers to a Deloitte member firm, one of its related entities,
or Deloitte Touche Tohmatsu Limited (“DTTL"). Each Deloitte member firm is a separate legal entity
and a member of DTTL. DTTL does not provide services to clients. Please see www.deloitte.com/about

to learn more. Nothing in this e—mail, nor any related attachments or communications or services, have
any capacity to bind any other entity under the ‘Deloitte’ network of member firms (including those
operating in Australia).
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From: _@deloitte.com.au>

Sent: Tuesday, 13 December 2022 12:54 PM

To:

Subject: Apr-23 Rate Submission Analyses - Documentation updated [SEC=OFFICIAL]

Attachments: Rate Submission by Insurer APR 23_SENT to DOHAC v20221213.pptx; Rate
Submission by Insurer APR 23_SENT to DOHAC v20221213_with tracked
changes.pdf

g
We have made edits to the document in line with your request.

Attached, please find two version of the document: \2{0
e one highlighting the changes in yellow (a pdf version) and A
e one with the changes but not highlighted (an editable power point ig{r). (</
Q~

For completeness, a summary on how we addressed your request is %Q in@our email 12/12/22 below.
&

Let me know if you need anything further. Ve CJ& v

Kind regards

- Q/é ?'S\ /\~2‘

V&
From: @health.govghg\ \% O<<

Sent: Monday, 12 December 2022 8:39 A N4 A
: @deloitte.com.aux @health.gov.au>; ||| G
@Health.gov.ag> {Q A

@deloitte.com.au>; ||| | | | GG—_.

@deloitte.com.au>
Subject: [EXT]RE: TRIM: AanB ission Analyses [SEC=0OFFICIAL]

i

Thank you for sending through the pack.

Q.
(o
Q)

Below are our questions and comments re the slide pack. We are hoping to brief up the line this this week, would it

be possible to have a new pack taking into account these comments tomorrow? Please let us know if there are any
issues.

Questions and comments:
e Page 3 —it would be great to call out that “other” column doesn’t refer to the capacity for insurers to
“move” their requested premium rate.

o We have included new wording — now slide 26

e Where possible, it would be great to have axis labels (including units presented) on all charts.
o This has been addressed as far as possible

e What are the criteria for the ‘peer’ groupings? i.e. what are the sizes/thresholds etc?
o Groupings have been based on HIB Premium Revenue as per APRA operations report. We have

included the definition of peer groupings in the text of each divider slide.
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e Projected benefit growth charts — can we please confirm if the figures were taken directly from the written
part of the submission, or if there was some other calculation carried out?

o Inall cases we have used what was provided in the written submissions. However, we made
approximations if data was not split between hospital and general treatment products. The
second line on Slide 20 has been added to clarify what was done.

e Inthe date deferred section of each insurer summaries, most say ‘implemented’ when there wasn’t a
deferral. Others say ‘NA’ instead — such a- and-

o Change “NA” to “Implemented” for consistency, also filled in some insurers’ tables which had
blank spaces

e Canyou please add ‘protected’ markings to each page

o This has been added to the top of each page

e Can we please re-order to have the industry slides up front

o Reordered, now spans Slides 3-24.

e Slide 88 —the IHACPA reference. We checked this with the Public Hospitals Section and they suggested we
should instead use the efficient growth in unit price of public hospitals in 22-23 as calculated in the attached
email.

o The final line on Slide 20 has been updated to align with this.

o This slide now also includes an additional average on each chart where the average growth figure
is weighted by PY22 claims. &\2\

Regards,

a— cgé’ @0@0
Assistant Director | Private Health Policy and Financing | Pm@e' Rﬁ@ustry Branch
Medical Benefits Division
Australian Government Department of Health and Age%@
7:02 6289l | & @health.cov.au &
Part-time hours - Mo, Tu, Th, Fr. O

& e“

From: @deloitte.com.au % O é&

Sent: Wednesday, 7 December 2022 ?@‘ W Q/
To: Hoyas; @health.gov.au>; [ G
Fe{e'n R, Brian <Brian.Kelleher@health.gov.au>

Cc: @deloitte.com.au>;_

@deloitte.com.au>

@deloitte.com@Qti>;
Subject: TRIM: Apr-23 Rate Submi&' n Analyses

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

Hi-, Brian,- and-

Please find attached our analyses of each insurer and for the industry.

The analyses

As you would have already seen, this year we have introduced the waterfall chart. The purpose of this chart is to
explore whether we can explain the rate increase being requested, attributing it to different drivers: underlying
benefit growth, change in margins, flowing through of reforms savings etc. In one of the very initial discussions we
had as part of the planning for this work, you shared that hospitals were indicating that they are facing significant
cost pressures from for example, staffing shortages and generally higher inflation. Hence, to the extent that this
would flow directly to insurers’ claim costs, and to the extent that insurers might have a different view of those cost
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pressures, we felt that this became a key question to understand. The waterfall helps with this by showing what
insurers have assumed about benefit growth rates.

Another key insight that we wanted to get from the waterfall chart is how insurers are changing their targeted gross
margins. Our approach has been to compare Apr-22 with Apr-23 from Template D of this year’s submission. In a
“normal” year, the difference may very well be indicative of planned changes to the targeted GMs. However, Apr-
22 has continued to be impacted by COVID-19 resulting in far lower claims than expected. Hence, we have added
some additional commentary to bridge the (often significant) difference between the expected Apr-22 GM (per last
year’s submission) with the updated expectation (not quite an actual because there is still be 6 months remaining
for the Apr-22 premium year as at September). You will see that the analyses of how GM is changing sometimes
provides an internally coherent story, but just as often, there are potentially significant impacts coming through
from membership changes, planned migration that are captured in the balancing waterfall item called “Other”.

The second page of the insurer pack is similar to previous year’s and help to quickly identify where there may be a
higher net margin being requested than historically, where an insurer is targeting a higher net margin compared
with its peers and whether its approach to capital is more or less conservative than its peers and the industry.

Finally, we have included many of the same industry slides again. There are some new ones to show the impact of
the new prudential capital standards and exploring the additional capital insurers wilk need to hold as well as their
ability to generate additional capital through premiums. Given the focus on b it growth, we have also got a slide
that summarises each insurer’s assumption for benefit growth and compare it witQ/(r/he industry average and
what we could see as being assumed by IHACPA in their latest pricing re\?&> Q

Vs
Additional thoughts %&«@%&
" v@

Please excuse the long email but a couple of other initial tho %
discussion. Q~ O %
SR /\Q*

Resubmission risks: @?‘
e Information asymmetry has always been &th @%g@&d is impacted by the manner in which insurers
represent information in their submissions ation of the waterfall has highlighted the challenge of

piecing together all the different n@ 'onm provide into a coherent “story”. An insurer that is asked
to resubmit may not offer new infor d feel discouraged from being more transparent going
forward. How do you allgw gettlng through the process with increased transparency?
e Insurers can currently intrgdu v?@roducts (and prices) that do sit outside the rate submission
process. This might pr red official increase even though the experience of the consumer is
detrimentally affec @‘ Does the)épportunity to resubmit simply exacerbate this practice? i.e. it is dressing
up the request differently ut any “real” impact for members? How can we keep insurers honest about
the way they manage produicts? E.g. review Template A in detail across years? Could DOH consider
reporting approved/planned “loss ratios” in future (i.e. the premium increase is one part of the picture, the
other part is how much goes back to members as claims).

Conditions for resubmission:

e Insurers with a materially higher hospital and/or general treatment benefit growth assumed. All hospitals
and health providers are generally subject to the same forces that drive up their costs. Therefore, we would
expect that most insurers have broadly similar expectations on benefit growth. The exception to this are
insurers with a geographic concentration — in which case the inflationary pressures for hospitals in that
location should be an additional consideration (Insurer’s first page and page 88)

e Insurers with a rate increase before rate protection, age based discounts and dependent reforms above
their benefit growth assumption are potential examples where there is an increase in GM being priced into
the Apr-23 submission. To the extent that this cannot be explained by performing the additional analyses to
look at how the GM expectation has changed for Apr-22, or any other explanatory factor, this raises a red
flag that there is more information that the insurer could provide to help explain the final FCI (Insurer’s first
page comparing total benefit growth with the first black bar).

e Net margins that appear to be consistently higher than the rest of the industry, plus target capital that is
also materially greater than the industry (insurer’s second page and page 76)
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e Insurers that have estimated materially higher contract and medical cost indexation than the rest of the
industry and using that to justify a higher rate increase (insurer’s first page including commentary on
hospital contracting)

e Insurers that have not reflected any savings at all from prostheses reforms (Insurer’s first page i.e. the pros
bens item plus pages 78-80, 90, 91)

e Insurers who are deferring rate rises without clearly describing how that is being allowed for in their rate
rise request (insurer’s second page where Apr-23 column of the premium rate request table indicates
whether an insurer mentions this is being considered)

e Insurers where information provided is internally inconsistent e.g. the excel template differs from the
written submission

Happy to talk through this when we next catch up or drop- and | are call if earlier is better.

In terms of next steps — we will take on board any feedback you might have on the attached. We will also reflect
more on the resubmission risks and conditions for resubmissions and update you with any further thoughts if we
have them.

Separately, we have been developing an asset that we want to share with clients showing quarterly analyses of
product movements e.g. number of products opening and closing by tier, what cli{?‘%dl categories are being
added/dropped and so on. We are close to finishing an initial version and willéb'}re that with you. Just thought it
might also help with your internal discussions around the product migratio&%&tﬁbu%‘@o ongoing tracking.

SAQ
Regards QO qu/ Qv
- SXO L
(OV‘ SR
A % $V$0
Partner | Health | Actuarial Q~ ©) v

Deloitte Consulting % &\ \2\
- RPN

225 George Street, Sydney/Gadigal, NSW 2000, Australj

D: | M: \g Q
@deloitte.com.au | www.deloitte.com.au &Q\Q\é O<<
o N " |-§§§_§§%@
O

Walking together O Q/Q/Q ?9:&
Deloitte and Australia’s First Peop&%sQQQ <<§2
QX Q

Please consider the environment before printing.

This e—mail and any attachments to it are confidential. You must not use, disclose or act on the e—mail
if you are not the intended recipient. If you have received this e—mail in error, please let us know by
contacting the sender and deleting the original e—mail. Liability limited by a scheme approved under
Professional Standards Legislation. Deloitte refers to a Deloitte member firm, one of its related entities,
or Deloitte Touche Tohmatsu Limited (“DTTL"). Each Deloitte member firm is a separate legal entity
and a member of DTTL. DTTL does not provide services to clients. Please see www.deloitte.com/about

to learn more. Nothing in this e—mail, nor any related attachments or communications or services, have
any capacity to bind any other entity under the ‘Deloitte’ network of member firms (including those
operating in Australia).

"Important: This transmission 1s intended only for the use of the addressee and may contain confidential or legally
privileged information. If you are not the intended recipient, you are notified that any use or dissemination of this
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communication 18 strictly prohibited. If you receive this transmission in error please notify the author
immediately and delete all copies of this transmission."
This e-mail and any attachments to it are confidential. You must not use, disclose or act on the e-mail if you are
not the intended recipient. If you have received this e-mail in error, please let us know by contacting the sender
and deleting the original e-mail. Liability limited by a scheme approved under Professional Standards Legislation.
Deloitte refers to a Deloitte member firm, one of its related entities, or Deloitte Touche Tohmatsu Limited
(“DTTL”). Each Deloitte member firm is a separate legal entity and a member of DTTL. DTTL does not provide
services to clients. Please see www.deloitte.com/about to learn more. Nothing in this e-mail, nor any related
attachments or communications or services, have any capacity to bind any other entity under the ‘Deloitte’
network of member firms (including those operating in Australia).
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From: _@deloitte.com.au>

Sent: Tuesday, 20 December 2022 2:22 PM

To:

Cc: i_?_

Subject: RE:Draft Order Variation (without prejudice) [SEC=OFFICIAL]
Categories: Red Category

- il

The only comment is for the milestone dates for the assessment of comparability of PHI products for consumers
which is currently reflected as April-June 2023. If you are able to bring the April start earlier, that would be helpful
e.g. start in Feb.

Kind regards \2{0
] &
OQ/ =\ ng
From: @health.gov.au> \)v\ Q PR
Sent: Tuesday, 20 December 2022 5:00 PM Q O)qu/ o

To: @deloitte.com.au> KN <<9
: @health.gov.au>;*&eloitte.com.aw;_
@Health.gov.au> (</\/ N ?
Subject: [EXT]RE: Draft Order Variation (without prejudi@i@fﬂh L]
&
Thanks-, Q/ v?\/
\2{0

Thanks,
0®00® 4
E— A
& KR8
Assistant Director | Private \Ith Polj @nd Financing | Private Health Industry Branch
Medical Benefits Division
Australian Government Departmeﬁ%of Health and Aged Care
7:02 6289 § | £ I @h<alth.cov.au
Part-time hours - Mo, Tu, Th, Fr.
Explore medical specialists costs across Australia with the Medical Costs Finder

From: @deloitte.com.au>
Sent: Tuesday, 20 December 2022 4:32 PM

To: @health.gov.au>
Cc: @health.gov.au>; || GG @<l oitte.com.av>; [ GG

@Health.gov.au>
Subject: RE:Draft Order Variation (without prejudice) [SEC=OFFICIAL]

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

Hi [l
1
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Attached, please find our thoughts on the proposed scope and estimated fees for the three pieces of work listed
below. The document is a draft so we would welcome your feedback.

| also wanted to flag that- and | are planning longish periods of leave during April and May 2023, so it would
be helpful if we could discuss a workarounds for the timing of work for the assessment of comparability of PHI
products for consumers analysis piece. An initial thought is to bring that work forward if possible.

Kind regards

From:_@health.gov.au>
Sent: Tuesday, 13 December 2022 4:25 PM

To: @deloitte.com.au>

Cc: @health.gov.au>; || Gz 2decitte.com.au>; | GG
@Health.gov.au>

Subject: [EXT]Draft Order Variation (without prejudice) [SEC=OFFICIAL]

i &

Without prejudice, we attached a draft order variation to our contract wm@g&i{te Qg/
% <b
Q?‘

We have added the following three pieces of work: Q
1. advice on resubmissions to the 2023 premium round procggé/ Q/
2. advice on amendments to the premium round apphcat@?‘ﬂ% o r{mprove information gathered for
assessment in future premium round assessments a@vp anges to future premium round

processes. \
3. anupdate to previous work on the assessme&l@&\% |ty of PHI products for consumers.
If possible, would you be in a position to prowdeé’;fegﬁ} fees for each of these three pieces of work?

Please review, and as always we are happ é(l

Thanks, \)® &VYQ/
({fo
I Qf) <</

Assistant Director | Private Health&i&/y and Financing | Private Health Industry Branch
Medical Benefits Division

Australian Government Department of Health and Aged Care

7:02 6289 § | £ I @health.cov.au

Part-time hours - Mo, Tu, Th, Fr.

Explore medical specialists costs across Australia with the Medical Costs Finder

"Important: This transmission is intended only for the use of the addressee and may contain confidential or legally
privileged information. If you are not the intended recipient, you are notified that any use or dissemination of this
communication is strictly prohibited. If you receive this transmission in error please notify the author immediately
and delete all copies of this transmission."
This e-mail and any attachments to it are confidential. You must not use, disclose or act on the e-mail if you are not
the intended recipient. If you have received this e-mail in error, please let us know by contacting the sender and
deleting the original e-mail. Liability limited by a scheme approved under Professional Standards Legislation.
Deloitte refers to a Deloitte member firm, one of its related entities, or Deloitte Touche Tohmatsu Limited (“DTTL”).
Each Deloitte member firm is a separate legal entity and a member of DTTL. DTTL does not provide services to
clients. Please see www.deloitte.com/about to learn more. Nothing in this e-mail, nor any related
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attachments or communications or services, have any capacity to bind any other entity under the ‘Deloitte’ network
of member firms (including those operating in Australia).
This e-mail and any attachments to it are confidential. You must not use, disclose or act on the e-mail if you are not
the intended recipient. If you have received this e-mail in error, please let us know by contacting the sender and
deleting the original e-mail. Liability limited by a scheme approved under Professional Standards Legislation.
Deloitte refers to a Deloitte member firm, one of its related entities, or Deloitte Touche Tohmatsu Limited (“DTTL").
Each Deloitte member firm is a separate legal entity and a member of DTTL. DTTL does not provide services to
clients. Please see www.deloitte.com/about to learn more. Nothing in this e-mail, nor any related attachments or
communications or services, have any capacity to bind any other entity under the ‘Deloitte’ network of member
firms (including those operating in Australia).
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From: _@deloitte.com.au>

Sent: Tuesday, 20 December 2022 1:32 PM

To:

Subject: RE:Draft Order Variation (without prejudice) [SEC=OFFICIAL]
Attachments: 20221219 _Letter_PHI support_extension of work order_to client.pdf

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

Hi [l

Attached, please find our thoughts on the proposed scope and estimated fees for th@three pieces of work listed
below. The document is a draft so we would welcome your feedback. &

| also wanted to flag that Ignatius and | are planning longish periods of Ieav@%ﬁr-l-hggﬂ/and May 2023, so it would
be helpful if we could discuss a workarounds for the timing of work for assess f comparability of PHI
products for consumers analysis piece. An initial thought is to brmggz(/ wo?R f@@vard if possible.

Kind regards Q/v

. OS5
e <\
erom: S @'t ¢ov.2u> @

Sent: Tuesday, 13 December 2022 4:25 PM

To: @deloitte.com. au>\2\ \, @
Ith(g ,{ @deloitte.com.au>; _

Cc:
@Health.gov.au>
Subject: [EXT]Draft Order Variation 8@5 o@g&ée) [SEC=0OFFICIAL]

: &
- Q@%

Without prejudice, we atta’%hed a dﬁ/order variation to our contract with Deloitte.

éo

We have added the following three pieces of work:

1. advice on resubmissions to the 2023 premium round process.

2. advice on amendments to the premium round application form to improve information gathered for
assessment in future premium round assessments and potential changes to future premium round
processes.

3. an update to previous work on the assessment of comparability of PHI products for consumers.

If possible, would you be in a position to provide an estimate of fees for each of these three pieces of work?
Please review, and as always we are happy to discuss.

Thanks,

Assistant Director | Private Health Policy and Financing | Private Health Industry Branch
Medical Benefits Division
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Australian Government Department of Health and Aged Care
7:02 6289l | & @health.cov.au

Part-time hours - Mo, Tu, Th, Fr.
Explore medical specialists costs across Australia with the Medical Costs Finder

"Important: This transmission is intended only for the use of the addressee and may contain confidential or legally
privileged information. If you are not the intended recipient, you are notified that any use or dissemination of this
communication is strictly prohibited. If you receive this transmission in error please notify the author immediately
and delete all copies of this transmission."

This e-mail and any attachments to it are confidential. You must not use, disclose or act on the e-mail if you are not
the intended recipient. If you have received this e-mail in error, please let us know by contacting the sender and
deleting the original e-mail. Liability limited by a scheme approved under Professional Standards Legislation.
Deloitte refers to a Deloitte member firm, one of its related entities, or Deloitte Touche Tohmatsu Limited (“DTTL").
Each Deloitte member firm is a separate legal entity and a member of DTTL. DTTL does not provide services to
clients. Please see www.deloitte.com/about to learn more. Nothing in this e-mail, nor any related attachments or
communications or services, have any capacity to bind any other entity under the ‘Deloitte’ network of member
firms (including those operating in Australia).
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From: _@deloitte.com.au>

Sent: Wednesday, 14 December 2022 12:20 PM

Cc:

Subject: PR23 Initial assessment - thoughts on resubmission

Attachments: 20221213_Premium round_Thoughts on resubmission_to client.pptx

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

i =

We provide some thoughts on what we would write to insurers regarding: &
1. the request for prostheses reform information (page 1) /\Q‘
2. those identified for resubmission (page 2). Q/Q

e In both cases, we have been factual and called out the areas of con@ & @?oach has merit as it gives the
insurer a clear steer on the information you are seeking and th Y toﬁé t{fy their submission in a constructive
manner. The disadvantage however, is that it shows the insu éowhﬁt oq%(e monitoring and it doesn’t
necessarily remove the risk they just come back with some%%~ %ments supporting their initial submission
or the way you have interpreted their results. Q‘ O% %

A

e On the request for prostheses reform mformatlozk&{ m \Qg toyed with telling the insurers that this
information will be collected and monitored r, and on an ongoing basis, as a means of
gon&é

encouragement to supply information. De r appetite to commit to monitoring it, you could put
that in.

S
e On the request to those identifie@r @on (page 2), we have called out all the areas of concern,
irrespective of the specific are '\Nas found to be defective in. This was done to make the insurer
consider all those areas in tl‘@re @%n and removes their ability to compare with others in areas of
deficiencies. @ 1% (</
<</

Naturally, you will have your own$t¥le, persuasion techniques and specific formalities so please use as much or as
little from our thoughts.

Also happy to chat further about this, just let us know.

ror: N @<t £0v 21>

Sent Tuesday, 13 December 2022 4:24 PM

@deloitte.com.au>; @deloitte.com.au>
@health.gov.au>; @Health.gov.au>

Subject [EXT]PR23 Initial assessment discussion pack [SEC=OFFICIAL]

i =

Here is the pack we discussed last week.
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"Important: This transmission is intended only for the use of the addressee and may contain confidential or legally
privileged information. If you are not the intended recipient, you are notified that any use or dissemination of this
communication is strictly prohibited. If you receive this transmission in error please notify the author immediately
and delete all copies of this transmission."
This e-mail and any attachments to it are confidential. You must not use, disclose or act on the e-mail if you are not
the intended recipient. If you have received this e-mail in error, please let us know by contacting the sender and
deleting the original e-mail. Liability limited by a scheme approved under Professional Standards Legislation.
Deloitte refers to a Deloitte member firm, one of its related entities, or Deloitte Touche Tohmatsu Limited (“DTTL").
Each Deloitte member firm is a separate legal entity and a member of DTTL. DTTL does not provide services to
clients. Please see www.deloitte.com/about to learn more. Nothing in this e-mail, nor any related attachments or
communications or services, have any capacity to bind any other entity under the ‘Deloitte’ network of member
firms (including those operating in Australia).
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From: _@deloitte.com.au >

Sent: Wednesday, 7 December 2022 12:32 PM

To: ; ; ; KELLEHER, Brian
Cc: ; ;

Subject: Apr-23 Rate Submission Analyses

Attachments: Rate Submission by Insurer APR 23_SENT to DOHAC v20221207.pdf

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

Hi-, Brian,- and-

Please find attached our analyses of each insurer and for the industry. &
RS
The analyses <&
FA &L

As you would have already seen, this year we have introduced the wat g?t The purpose of this chart is to
explore whether we can explain the rate increase being requested, t@ibuﬂﬁ?g iCto different drivers: underlying
benefit growth, change in margins, flowing through of reforms s setc quﬁe of the very initial discussions we
had as part of the planning for this work, you shared that hos & &“catlng that they are facing significant
cost pressures from for example, staffing shortages and g ?gta@ghghﬁflatlon Hence, to the extent that this
would flow directly to insurers’ claim costs, and to the e@ t rers might have a different view of those cost
pressures, we felt that this became a key question to<r<t/ e ?a‘n waterfaII helps with this by showing what
insurers have assumed about benefit growth rate% OQ~ Q/?‘

K

Another key insight that we wanted to get fl;Q é@at@%all chart is how insurers are changing their targeted gross

margins. Our approach has been to com th Apr-23 from Template D of this year’s submission. In a
“normal” year, the difference may ver & t|ve of planned changes to the targeted GMs. However, Apr-
22 has continued to be |mpacte gé\sultmg in far lower claims than expected. Hence, we have added
some additional commentary to en significant) difference between the expected Apr-22 GM (per last
year’s submission) with the t|on (not quite an actual because there is still be 6 months remaining
for the Apr-22 premium ye8afas at S ber). You will see that the analyses of how GM is changing sometimes

provides an internally coherent st but just as often, there are potentially significant impacts coming through
from membership changes, planned migration that are captured in the balancing waterfall item called “Other”.

The second page of the insurer pack is similar to previous year’s and help to quickly identify where there may be a
higher net margin being requested than historically, where an insurer is targeting a higher net margin compared
with its peers and whether its approach to capital is more or less conservative than its peers and the industry.

Finally, we have included many of the same industry slides again. There are some new ones to show the impact of
the new prudential capital standards and exploring the additional capital insurers will need to hold as well as their
ability to generate additional capital through premiums. Given the focus on benefit growth, we have also got a slide
that summarises each insurer’s assumption for benefit growth and compared that with the industry average and
what we could see as being assumed by IHACPA in their latest pricing report.

Additional thoughts

Please excuse the long email but a couple of other initial thoughts we wanted to share following yesterday’s
discussion.
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Resubmission risks:

Information asymmetry has always been a challenge and is impacted by the manner in which insurers
represent information in their submissions. The creation of the waterfall has highlighted the challenge of
piecing together all the different information they provide into a coherent “story”. An insurer that is asked
to resubmit may not offer new information and feel discouraged from being more transparent going
forward. How do you align/reward ease of getting through the process with increased transparency?
Insurers can currently introduce new products (and prices) that do sit outside the rate submission

process. This might produce the desired official increase even though the experience of the consumer is
detrimentally affected. Does the opportunity to resubmit simply exacerbate this practice? i.e. it is dressing
up the request differently without any “real” impact for members? How can we keep insurers honest about
the way they manage products? E.g. review Template A in detail across years? Could DOH consider
reporting approved/planned “loss ratios” in future (i.e. the premium increase is one part of the picture, the
other part is how much goes back to members as claims).

Conditions for resubmission:

Insurers with a materially higher hospital and/or general treatment benefit growth assumed. All hospitals
and health providers are generally subject to the same forces that drive up their costs. Therefore, we would
expect that most insurers have broadly similar expectations on benefit growth. The exception to this are
insurers with a geographic concentration —in which case the inflationary sures for hospitals in that
location should be an additional consideration (Insurer’s first page an% e 88)
Insurers with a rate increase before rate protection, age based disc sand deendent reforms above
their benefit growth assumption are potential examples where istan irigéase in GM being priced into
the Apr-23 submission. To the extent that this cannot be exp@i ;§§ rming the additional analyses to
look at how the GM expectation has changed for Apr-22, @n e lanatory factor, this raises a red
flag that there is more information that the insurer co@ro(é‘e tvi%lp explain the final FCI (Insurer’s first
page comparing total benefit growth with the first b@s.k b Q
Net margins that appear to be consistently highe tHa fbe e§tof the industry, plus target capital that is
also materially greater than the industry (insu @é gﬁ\nd(b%ge and page 76)
Insurers that have estimated materially hig CQEJ}% tv}ﬁd medical cost indexation than the rest of the
industry and using that to justify a higheéﬁt%ﬁre@é/(insurer's first page including commentary on
hospital contracting) £ N\ e)
Insurers that have not reflected @a@ﬁs@all from prostheses reforms (Insurer’s first page i.e. the pros
NS

bens item plus pages 78-80, 9

Insurers who are deferring r@%ﬁ@@ i'ﬁb%ut clearly describing how that is being allowed for in their rate
rise request (insurer’s s d e re Apr-23 column of the premium rate request table indicates
whether an insurer rr\@'@tloagthi i$*being considered)

Insurers where infz@ﬁ}ation p@@ded is internally inconsistent e.g. the excel template differs from the
written submission &\2\

Happy to talk through this when we next catch up or drop- and | are call if earlier is better.

In terms of next steps — we will take on board any feedback you might have on the attached. We will also reflect
more on the resubmission risks and conditions for resubmissions and update you with any further thoughts if we
have them.

Separately, we have been developing an asset that we want to share with clients showing quarterly analyses of
product movements e.g. number of products opening and closing by tier, what clinical categories are being
added/dropped and so on. We are close to finishing an initial version and will share that with you. Just thought it
might also help with your internal discussions around the product migration issue but also ongoing tracking.

Regards

Partner | Health | Actuarial
Deloitte Consulting
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225 George Street, Sydney/Gadigal, NSW 2000, Australia

0 v
@deloitte.com.au | www.deloitte.com.au

o N N | R < o< ot com 2

Walking together
Deloitte and Australia’s First Peoples

Please consider the environment before printing.

This e—mail and any attachments to it are confidential. You must not use, disclose or act on the e—mail
if you are not the intended recipient. If you have received this e—mail in error, please let us know by
contacting the sender and deleting the original e—mail. Liability limited by a scheme approved under
Professional Standards Legislation. Deloitte refers to a Deloitte member f'@, one of its related entities,
or Deloitte Touche Tohmatsu Limited (“DTTL"). Each Deloitte memberfirm is a separate legal entity
and a member of DTTL. DTTL does not provide services to clients. %ﬁje seQ/www.deIoitte.com/about
to learn more. Nothing in this e—mail, nor any related attachmen c@mn\?@‘lcations or services, have
any capacity to bind any other entity under the ‘Deloitte’ n%@orb)qg’@g{ber firms (including those
operating in Australia). %) «'\' OQ/
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From: _@deloitte.com.au >

Sent: Friday, 2 September 2022 11:50 AM

To:

Cc: ; KELLEHER, Brian

Subject: RE:RFQ - Management Advisory Services Panel - Premium Round 2023
[SEC=OFFICIAL]

Attachments: 20220902 Proposal for Premium Round Assistance_MAS panel.pdf

Categories: Red Category

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

The URL Reputation Scanner encountered an error and was unable to determin@%he reputation of one or more
URLSs contained within the e-mail message. Use caution when clicking on @;Q"Ls con}za/ned within an e-mail
message that has been sent to you by an unfamiliar sender. % ?‘

<N <§>

Y
Thanks for the opportunity to respond to this RFQ. Our respon&;& @h

YO
Whilst the general approach we have proposed will be sane(? ap e\/@%s years, we note that the themes under
which rate submissions have been prepared are differ ’t\; ’éseJQaude the economic challenges but also the
proximity of new capital standards and the soIidifyngérxag\&t \?ﬁws around pandemic commitments.

2 (O

In our response, we have attempted to |dent|fsea%§§< certainties that we can think of, and internally
considered how this might shape the anal@ 6&9y pa of the September phase will be to hone in on the scope of

analysis that will be most important. Q/
SR

ope our proposal meets your re we hope to wor with the epartment agaln ont |S|mp0rtant
I h | %/ T?” d h k with the D hi
engagement.

& ESL

If there are any questions at'all on Qgﬁ(aproposal, please don’t hesitate to let me know.

Regards

> [ v
@deloitte.com.au | www.deloitte.com.au

Please consider the environment before printing.

erom: [ @ h<2'th cov.2u>

Sent: Monday, 29 August 2022 8:45 AM

To: @deloitte.com.au>
Cc: @deloitte.com.au>; KELLEHER, Brian <Brian.Kelleher@health.gov.au>

Subject: [EXT]RFQ - Management Advisory Services Panel - Premium Round 2023 [SEC=OFFICIAL]

i N
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Please find attached an RFQ for Premium Round 2023 for your consideration.

This RFQ is under the Management Advisory Services Panel (SON 3751667) seeking actuarial services.

As per our emails below, we are seeking responses by Friday 2 September. Please contact me if you believe this may
be an issue.

Let me know if you have any questions.

Regards,

Acting Assistant Director | Private Health Policy and Financing | Private Health Industry Branch
Medical Benefits Division
Australian Government Department of Health and Aged Care
1:02 622l | & I @health.cov.au X
Part-time hours - Mo, Tu, Th, Fr. A

Explore medical specialists costs across Australia with the Medice&osts Finder

S
From: @deloitte.com.au> Q Q;l/ @)
Sent: Thursday, 25 August 2022 5:03 PM (5(/ '\90&

To:-@health.gov.au> T

Cc: @deloitte.com.au>; KELLEHER, Bgi <B‘(i¥ﬁ.l@eher@health.gov.au>

Subject: RE:Important information regarding the RFQ - Pr%eQﬁ,l{@our@OB [SEC=OFFICIAL]

REMINDER: Think before you click! This email originated &@Y&@ur organisation. Only click links or open attachments if
you recognise the sender and know the content is safeC, @) \2\

i

Q
Thanks for checking. QO Q/Q/ ?9~
o &
| will have my laptop with é to ens can work with- to get our response to you if it is next week. We
have most of the response writte I’'m hoping it will be relatively straight forward to realign some of the detail
with the new RFQ.

I’'m at Thredbo next week and back on deck late Thursday. I’'m not sure what internet quality | will encounter there
but in case | need the extra day, could we make it due next Friday? Would that be possible? | am hoping we wont

need to rely on that.

Regards

Regards

v

@deloitte.com.au | www.deloitte.com.au

|

Please consider the environment before printing.
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From:_ health.gov.au>

Sent: Thursday, 25 August 2022 12:56 PM

To: @deloitte.com.au>
Cc: @deloitte.com.au>; KELLEHER, Brian <Brian.Kelleher@health.gov.au>

Subject: [EXT]RE: Important information regarding the RFQ - Premium Round 2023 [SEC=OFFICIAL]

i

One more thing re the RFQ: would you be in a position to respond to the new RFQ when it’s sent out (aiming for
early next week at the latest) to respond within five days? | know you mentioned leave next week, so | just wanted
to run this past you.

Thanks for sending the article through. It’s difficult to know the full picture, i.e. could they be private patients with
out of pockets, or uninsured people who want to go private and pay full-fee? Like many things in the health space
once you start scratching the surface a whole new set of questions presents themselves.

Regards,

= @@

Acting Assistant Director | Private Health Policy and Financing | Private Hea %ﬁ)ﬂgﬁst%‘@anch
Medical Benefits Division v
Australian Government Department of Health and Aged Care Q Q)Q)(l’ O

T:02 6289l | £ Il @health.cov.au %Q’«'\' Oé)
Part-time hours - Mo, Tu, Th, Fr. &?‘ O

?\
Explore medical specialists costs across Australia @B @ical Costs Finder
v

0
From: [ @< oitte.com.au> ({/Q/égé\ ’\\2\
\%

Sent: Thursday, 25 August 2022 12:15 PM Q/?B/

Q~
To: @health.gov.au> % O e
Cc: @deloitte.com. alk>\&EL®E <@rlan <Brian.Kelleher@health.gov.au>

Subject: RE:Important information regar%ﬂ%t %&Premlum Round 2023 [SEC=OFFICIAL]

REMINDER: Think before you click! Thls(e))a m@ from outside our organisation. Only click links or open attachments if
you recognise the sender and know |§7~ e.

S <<<3‘ &
NS
Hi [l Q&

Thanks for confirming the panel.

We have mostly written our response so will just be a matter of referring back to the right panel when that comes
through, and adjusting any timelines we have mentioned.

By the way, have you seen this article today:
https://www.abc.net.au/news/2022-08-25/australians-using-super-retirement-savings-pay-health-costs/101368246

Do we know what treatments people are funding from Super (I'm guessing the data is not linked or perhaps it gets
captured when the request comes through)? Should there be tougher rules for withdrawal — what is the overall long
term health system implication of allowing this? Just does not seem like a good outcome if we are asking people to
sacrifice their long term retirement savings (when their health costs will be highest) in order to pay for health costs
in their earlier age.

WEe’'ll keep an eye out for the new RFQ — thanks for letting us know.

3
Page 97 of 163



FOI 4806
Regards

> v I
@deloitte.com.au | www.deloitte.com.au

Please consider the environment before printing.

From:_@health.gov.au>
Sent: Thursday, 25 August 2022 11:25 AM

To: @deloitte.com.au>
Cc: @deloitte.com.au>; KELLEHER, Brian <Brian.Kelleher@health.gov.au>
Subject: [EXT]Important information regarding the RFQ - Premium Round 2023 [SEC=OFFICIAL]

i

Thank you for your call on Tuesday.

The Procurement team have advised that | will need to reissue a new RQF, now«tﬁgf the Management Advisory
Services Panel (SON SON3751667) is mandatory for use across Government <lé@as not zd/wsed or aware of this Panel
until this week, and apologise for any inconvenience. %Q

| will reissue a new RFQ as soon as possible. It will broadly be con5| @@)ngmal RFQ, but timelines may
need to be adjusted to allow you sufficient time to respond to the{ﬁkw

Please call me if you have any questions. Q{{/\/Oévvéo
Regard @é ?'S\ NS
egards, ng @ ?\/

E— FES

Acting Assistant Director | Private Healt Q&&@

Medical Benefits Division

Australian Government Departmer&)@f 9

T7:02 6289l | E: &

Part-time hours - Mo, Tu, Th,
Explore medical sp&:

Q’éd Aged Care
¥o

ialists @/s s across Australia with the Medical Costs Finder

A

"Important: This transmission is intended only for the use of the addressee and may contain confidential or legally
privileged information. If you are not the intended recipient, you are notified that any use or dissemination of this
communication is strictly prohibited. If you receive this transmission in error please notify the author immediately
and delete all copies of this transmission."

This e—mail and any attachments to it are confidential. You must not use, disclose or act on the e—mail
if you are not the intended recipient. If you have received this e—mail in error, please let us know by
contacting the sender and deleting the original e—mail. Liability limited by a scheme approved under
Professional Standards Legislation. Deloitte refers to a Deloitte member firm, one of its related entities,
or Deloitte Touche Tohmatsu Limited (“DTTL”). Each Deloitte member firm is a separate legal entity
and a member of DTTL. DTTL does not provide services to clients. Please see www.deloitte.com/about
to learn more. Nothing in this e—mail, nor any related attachments or communications or services, have

any capacity to bind any other entity under the ‘Deloitte’ network of member firms (including those
operating in Australia).
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"Important: This transmission 18 intended only for the use of the addressee and may contain confidential or legally
privileged information. If you are not the intended recipient, you are notified that any use or dissemination of this
communication 1s strictly prohibited. If you receive this transmission in error please notify the author
immediately and delete all copies of this transmission."
This e-mail and any attachments to it are confidential. You must not use, disclose or act on the e-mail if you are
not the intended recipient. If you have received this e-mail in error, please let us know by contacting the sender
and deleting the original e-mail. Liability limited by a scheme approved under Professional Standards Legislation.
Deloitte refers to a Deloitte member firm, one of its related entities, or Deloitte Touche Tohmatsu Limited
(“DTTL”). Each Deloitte member firm is a separate legal entity and a member of DTTL. DTTL does not provide
services to clients. Please see www.deloitte.com/about to learn more. Nothing in this e-mail, nor any related
attachments or communications or services, have any capacity to bind any other entity under the ‘Deloitte’
network of member firms (including those operating in Australia).

"Important: This transmission is intended only for the use of the addressee and may contain confidential or legally
privileged information. If you are not the intended recipient, you are notified that any use or dissemination of this
communication 18 strictly prohibited. If you receive this transmission in error plea@ notify the author immediately

and delete all copies of this transmission." A
This e-mail and any attachments to it are confidential. You must not use, dig@bse or ct on the e-mail if you are
not the intended recipient. If you have received this e-mail in error, ple by contacting the sender

and deleting the original e-mail. Liability limited by a scheme appr E{f@é 5|- ss1ona1 Standards Legislation.

Deloitte refers to a Deloitte member firm, one of its related entlt Yor | ouche Tohmatsu Limited

( “DTTL” ). Each Deloitte member firm is a separate legal &’@]Y FTernber of DTTL. DTTL does not

provide services to clients. Please see www.deloitte.com/, e ore. Nothing 1n this e-mail, nor any

related attachments or communications or services, h Japadity to bind any other entity under the
‘Deloitte” network of member firms (1nclud1ng@@s%~ @Hg n Australia).

> O¥
Q\v@(‘ &
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From: _@deloitte.com.au >

Sent: Wednesday, 7 December 2022 2:51 PM

To: ; ; ; KELLEHER, Brian
Cc: ; ; ;

Subject: RE:Apr-23 Rate Submission Analyses [SEC=OFFICIAL]

Attachments: Rate Submission by Insurer APR 23_SENT to DOHAC v20221207.pptx

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

Hi
Of course — please see attached.

Regards Q~

]
L — — D
@deloitte.com.au | www.deloitte.com.au Q/?‘ s

Please consider the environment before printing.

At Deloitte, we work flexibly. If you receive an email from me outs de of busm@ ou@% S%I

3
2 &

regular business hours.

From:

@health.gov.au>;

Brian <Brian.Kelleher@health.gov.au>

@deloitte.com.au>;_

@deloitte.com.a\z\ @deloitte.com.au>
Subject: [EXT]RE: Apr-23 Rat Subm\i?gép Analyses [SEC=0FFICIAL]

o\
Hi- and team

Thanks so much for this pack — we really appreciate the work that has gone into this.

Cc:

We will review and come back with any questions or feedback. In the meantime, any chance we could please get the
powerpoint version also.

Thanks

From:_@deloitte.com.au>
Sent: Wednesday, 7 December 2022 2:32 PM

To. @heath gov.ov>; N <!t 5o . I

@Health.gov.au>; KELLEHER, Brian <Brian.Kelleher@health.gov.au>

@deloitte.com.au>; ||| G 2deloitte.com.av>; | GG
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I 01 cor . R  c o1 cor >

Subject: Apr-23 Rate Submission Analyses

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

Hi-, Brian,- and-

Please find attached our analyses of each insurer and for the industry.

The analyses

As you would have already seen, this year we have introduced the waterfall chart. The purpose of this chart is to
explore whether we can explain the rate increase being requested, attributing it to different drivers: underlying
benefit growth, change in margins, flowing through of reforms savings etc. In one of the very initial discussions we
had as part of the planning for this work, you shared that hospitals were indicating that they are facing significant
cost pressures from for example, staffing shortages and generally higher inflation. @nce, to the extent that this
would flow directly to insurers’ claim costs, and to the extent that insurers migh %ve a different view of those cost
pressures, we felt that this became a key question to understand. The watez/QLhelps with this by showing what
insurers have assumed about benefit growth rates. %Q Q)A Qg/

v
Another key insight that we wanted to get from the waterfall chart i \v)vq%qu/rqgs are changing their targeted gross
margins. Our approach has been to compare Apr-22 with Apr-23 f@éﬁ e’?h@% D of this year’s submission. In a
“normal” year, the difference may very well be indicative of plafggét{g ang®s to the targeted GMs. However, Apr-
22 has continued to be impacted by COVID-19 resulting in fgf()ﬁw-@s Iaéfthan expected. Hence, we have added
some additional commentary to bridge the (often signifi ),Q'\@r e between the expected Apr-22 GM (per last
year’s submission) with the updated expectation (no i actbal because there is still be 6 months remaining
for the Apr-22 premium year as at September). Y%anII&&r he analyses of how GM is changing sometimes

provides an internally coherent story, but just\}\w {2 rg\are potentially significant impacts coming through
hggée é
&

|”

from membership changes, planned migratia@ tured in the balancing waterfall item called “Other”.

The second page of the insurer pack is Q/I@% ious year’s and help to quickly identify where there may be a
rically, where an insurer is targeting a higher net margin compared

higher net margin being requested ¢~
with its peers and whether its apéga
S

|
<g@p'tal is more or less conservative than its peers and the industry.
N
Finally, we have included m@%\y of th g?ne industry slides again. There are some new ones to show the impact of
the new prudential capital standaquénd exploring the additional capital insurers will need to hold as well as their
ability to generate additional capital through premiums. Given the focus on benefit growth, we have also got a slide
that summarises each insurer’s assumption for benefit growth and compared that with the industry average and
what we could see as being assumed by IHACPA in their latest pricing report.

Additional thoughts

Please excuse the long email but a couple of other initial thoughts we wanted to share following yesterday’s
discussion.

Resubmission risks:

e Information asymmetry has always been a challenge and is impacted by the manner in which insurers
represent information in their submissions. The creation of the waterfall has highlighted the challenge of
piecing together all the different information they provide into a coherent “story”. An insurer that is asked
to resubmit may not offer new information and feel discouraged from being more transparent going
forward. How do you align/reward ease of getting through the process with increased transparency?

e Insurers can currently introduce new products (and prices) that do sit outside the rate submission
process. This might produce the desired official increase even though the experience of the consumer is

2
Page 101 of 163



FOI 4806
detrimentally affected. Does the opportunity to resubmit simply exacerbate this practice? i.e. it is dressing
up the request differently without any “real” impact for members? How can we keep insurers honest about
the way they manage products? E.g. review Template A in detail across years? Could DOH consider
reporting approved/planned “loss ratios” in future (i.e. the premium increase is one part of the picture, the
other part is how much goes back to members as claims).

Conditions for resubmission:

Insurers with a materially higher hospital and/or general treatment benefit growth assumed. All hospitals
and health providers are generally subject to the same forces that drive up their costs. Therefore, we would
expect that most insurers have broadly similar expectations on benefit growth. The exception to this are
insurers with a geographic concentration — in which case the inflationary pressures for hospitals in that
location should be an additional consideration (Insurer’s first page and page 88)

Insurers with a rate increase before rate protection, age based discounts and dependent reforms above
their benefit growth assumption are potential examples where there is an increase in GM being priced into
the Apr-23 submission. To the extent that this cannot be explained by performing the additional analyses to
look at how the GM expectation has changed for Apr-22, or any other explanatory factor, this raises a red
flag that there is more information that the insurer could provide to help explain the final FCI (Insurer’s first
page comparing total benefit growth with the first black bar).

Net margins that appear to be consistently higher than the rest of the md.Lgﬁ‘y, plus target capital that is
also materially greater than the industry (insurer’s second page and page 76
Insurers that have estimated materially higher contract and medic %c mde@on than the rest of the
industry and using that to justify a higher rate increase (insurer’ e@s t ﬁge i udlng commentary on
hospital contracting)

Insurers that have not reflected any savings at all from pr &e&g(gs (Insurer’s first page i.e. the pros
bens item plus pages 78-80, 90, 91)

Insurers who are deferring rate rises without clea ? @N that is being allowed for in their rate
rise request (insurer’s second page where Apr-2 ft?e premium rate request table indicates
whether an insurer mentions this is being co

Insurers where information provided is mteQ) ent e.g. the excel template differs from the

written submission

§<<<

Happy to talk through this when we next x @%gﬂop and | are call if earlier is better.

NN

In terms of next steps — we will take b@Q a&eedback you might have on the attached. We will also reflect
more on the resubmission risks % Qg/ﬁn or resubmissions and update you with any further thoughts if we

have them. ) QQ‘ (</

&

Separately, we have been developgé n asset that we want to share with clients showing quarterly analyses of
product movements e.g. number of products opening and closing by tier, what clinical categories are being
added/dropped and so on. We are close to finishing an initial version and will share that with you. Just thought it
might also help with your internal discussions around the product migration issue but also ongoing tracking.

Regards

Partner | Health | Actuarial
Deloitte Consulting

225 George Street, Sydney/Gadigal, NSW 2000, Australia

> (v
@deloitte.com.au | www.deloitte.com.au

o R - N | R o't com o

Walking together
Deloitte and Australia’s First Peoples
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Please consider the environment before printing.

This e—mail and any attachments to it are confidential. You must not use, disclose or act on the e—mail
if you are not the intended recipient. If you have received this e—mail in error, please let us know by
contacting the sender and deleting the original e—mail. Liability limited by a scheme approved under
Professional Standards Legislation. Deloitte refers to a Deloitte member firm, one of its related entities,
or Deloitte Touche Tohmatsu Limited (“DTTL”). Each Deloitte member firm is a separate legal entity
and a member of DTTL. DTTL does not provide services to clients. Please see www.deloitte.com/about
to learn more. Nothing in this e—mail, nor any related attachments or communications or services, have
any capacity to bind any other entity under the ‘Deloitte’ network of member firms (including those

operating in Australia).

"Important: This transmission 1s intended only for the use of the addressee and may, contain confidential or legally
privileged information. If you are not the intended recipient, you are notified any use or dissemination of this
communication 18 strictly prohibited. If you receive this transmission in e@ iease @Ufy the author
immediately and delete all copies of this transmission." e QO
This e-mail and any attachments to it are confidential. You must n E% @or act on the e-mail if you are
not the intended recipient. If you have received this e-mail in errcg%lqéée @Cns know by contacting the sender
and deleting the original e-mail. Liability limited by a sche %Xbl@g‘é ider Professional Standards Legislation.
Deloitte refers to a Deloitte member firm, one of its relath%n Hies, eloitte Touche Tohmatsu Limited
(“DTTL”). Each Deloitte member firm 1s a separate 1@} e, }/ ,{ﬁi a member of DTTL. DTTL does not provide
services to clients. Please see www.deloitte.com/abé@t \1%& Wore Nothing 1n this e-mail, nor any related
attachments or communications or services, ha QpaQé’ to bind any other entity under the ‘Deloitte’
network of member firms (including those Qp %@uéﬁstraha)

SO
N @@o
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From: —

Sent: Monday, 31 October 2022 1:48 PM

@apra.gov.au’; @apra.gov.au’
Cc: ; KELLEHER, Brian;
Subject: DoH/Deloitte/APRA - Premium Round approach [SEC=OFFICIAL]
Attachments: MOCK Rate Submission by Insurer APR 23_template.pdf
Hi,

Following on from this afternoon’s meeting, please see the attached the draft analysis template being developed
between Deloitte and the Department of Health and Aged Care for this year’s premium round.

Please note that:
e thisis still in development and will not necessarily represent the final ana that will be performed, and
e the new capital requirements should not lead to higher premium inc s S SO the analyses around capital is
really trying to “read between the lines” of what can be directly ob ifron'q/he submissions.

Thanks, g {(9 @Q)(]/Q?QV
— RN

?\
Assistant Director | Private Health Policy and Financing | Pr@atp\®§ltk}$dustry Branch
Medical Benefits Division
Australian Government Department of Health and @
7:02 6289 [§ll | £ I @hea/th.cov.au a <<o
Part-time hours - Mo, Tu, Th, Fr. % 4
Explore medical specialists costs §Aus\t ia with the Medical Costs Finder

&
Qo*\ OQ/\@@
A
RIS
RS @o
RS

)
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From: _@deloitte.com.au>

Sent: Thursday, 22 December 2022 9:34 AM

To:

Subject: RE:Draft Order Variation - proposed allocation of resources
Attachments: 20221220 _Letter_PHI support_extension of work order_to client.pdf

REMINDER: Think before you click! This email originated from outside our organisation. Only click links or open attachments if
you recognise the sender and know the content is safe.

Hi [l

Per conversation earlier, please see a revised letter to formalise thoughts —I've m@ edits to the comparability of

PHI products for consumers analyses section. R
(</<2~
| trust this works. If not, happy to discuss further. V\’Q Q)A &
S X
- S Feo
O"A 7O
(OV“ O ¥
From: VA r0
Sent: Tuesday, 20 December 2022 4:32 PM Qg/ Oé ?,é

: B K
- e

Attached, please find our thought(é;r't@r /%ed scope and estimated fees for the three pieces of work listed
below. The document is a draf%@wg@o&ﬁgmelcome your feedback.
N

| also wanted to flag that& an re planning longish periods of leave during April and May 2023, so it would
be helpful if we could discuss a wotkarounds for the timing of work for the assessment of comparability of PHI
products for consumers analysis piece. An initial thought is to bring that work forward if possible.

Kind regards

From:_ health.gov.au>

Sent: Tuesday, 13 December 2022 4:25 PM
To: @deloitte.com.au>

Cc: @health.gov.au>; ||| GG 2decitte.com.av>; GG
@Health.gov.au>

Subject: [EXT]Draft Order Variation (without prejudice) [SEC=OFFICIAL]
i

Without prejudice, we attached a draft order variation to our contract with Deloitte.

We have added the following three pieces of work:
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1. advice on resubmissions to the 2023 premium round process.

2. advice on amendments to the premium round application form to improve information gathered for
assessment in future premium round assessments and potential changes to future premium round
processes.

3. an update to previous work on the assessment of comparability of PHI products for consumers.

If possible, would you be in a position to provide an estimate of fees for each of these three pieces of work?
Please review, and as always we are happy to discuss.

Thanks,

Assistant Director | Private Health Policy and Financing | Private Health Industry Branch
Medical Benefits Division

Australian Government Department of Health and Aged Care

7:02 6289l | £ @health.cov.au

Part-time hours - Mo, Tu, Th, Fr. Q/
Explore medical specialists costs across Australia with the Medical Costs Finder

((~
O((“\ &

"Important: This transmission is intended only for the use of the addres@e nd m@%ontam confidential or legally

privileged information. If you are not the intended recipient, you a o any use or dissemination of this
communication is strictly prohibited. If you receive this transmls rr%@ ease notify the author immediately
and delete all copies of this transmission."

This e-mail and any attachments to it are confidential. You@ dlsclose or act on the e-mail if you are not
the intended recipient. If you have received this e-mail i rroﬁ\)l Iet us know by contacting the sender and
deleting the original e-mail. Liability limited by a sc under Professional Standards Legislation.
Deloitte refers to a Deloitte member firm, one ofa§ tles or Deloitte Touche Tohmatsu Limited (“DTTL”).
Each Deloitte member firm is a separate legal ber of DTTL. DTTL does not provide services to
clients. Please see www.deloitte.com/abou Nothmg in this e-mail, nor any related attachments or

communications or services, have any c
firms (including those operating in A

LS
@‘Ov@

g\@ %}ﬁ any other entity under the ‘Deloitte’ network of member
Ii@
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From: —

Sent: Tuesday, 13 December 2022 1:25 PM

To:

Subject: Draft Order Variation (without prejudice) [SEC=OFFICIAL]
Attachments: Schedule 6A - Order Variation (002).DOCX

i
Without prejudice, we attached a draft order variation to our contract with Deloitte.

We have added the following three pieces of work:

1. advice on resubmissions to the 2023 premium round process.

2. advice on amendments to the premium round application form to improve information gathered for
assessment in future premium round assessments and potential changes\té{éuture premium round
processes.

3. an update to previous work on the assessment of comparability of P i)du%~ for consumers.

If possible, would you be in a position to provide an estimate of fees f P*éarngf tfﬁs?éthree pieces of work?

Please review, and as always we are happy to discuss. ?‘ CJ ?\0
Y
Thanks, % @

% ~2\

— 38 @\@

Assistant Director | Private Health Policy and Fu@a él&vate Health Industry Branch
Medical Benefits Division

Australian Government Department of H éh%@ @d Care
T:02 6239 jifl] | E: -@he @
Part-time hours - Mo, Tu, Th, Fr.

Explore medical specialists %Qs Qgﬁgkﬁstralla with the Medical Costs Finder
% Q
A &
RS
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From: I

Sent: Tuesday, 6 September 2022 12:18 PM
To:
Subject: RE: Please review today if you have the chance: VFM - Management Advisory

Services Panel - Premium Round 2023 [SEC=OFFICIAL]

Hi- —looks good to me!

Thanks,

From: @health.gov.au>
Sent: Tuesday, 6 September 2022 9:55 AM

_@health gov.au>; @health.gov.au>
Subject: Please review today if you have the chance: VFM - Management Adwso& rvices Panel - Premium Round

2023 [SEC=OFFICIAL] &

. O %
Hi, 0% Q) QVQ*

oo
Thank you for your time yesterday. (OQ/ &@O&
(OV‘ O v

| have prepared the attached value for money assessment t(@a'p@?o@onversatlon and Delloite’s response to

the RFQ. Q~
<<§ /\‘3‘

Please review and let me know if you have any char@;{,{{

- as chair of the panel | may need to K%\Y €§é final time if there are any edits for final endorsement to
proceed. < <<

QY
& <
S5 °¢
Qfo
— LEL

Acting Assistant Director | Private H@gfh Policy and Financing | Private Health Industry Branch
Medical Benefits Division
Australian Government Department of Health and Aged Care
7:02 6289 §il | £ @health.cov.au
Part-time hours - Mo, Tu, Th, Fr.
Explore medical specialists costs across Australia with the Medical Costs Finder

Thanks,

From:
Sent: Friday, 2 September 2022 2:00 PM

To: I - <o . ' 0. 2.

Subject: FW: RFQ - Management Advisory Services Panel - Premium Round 2023 [SEC=OFFICIAL]

Hi, for our meeting on Monday re value for money assessment.

I'll include all details in the meeting invite.
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