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DiaFMfSomlyay,

Portability of Healthfulid Membership

I refer to theletterfrom theAMA to youdated22 September(acopy ofwhich was sent
to meby theAMA) in relationto my commentsto yourcommitteeon 21 Septemberthat
PI{IAC wasoftheview thatprovidersshouldfacethesamepenaltiesashealth funds
wheretheyencouragedmembersto transferto anotherfund forfinancial benefit.

Thepurposeof Section74BA (Inducingcontributorsto transferto otherfunds)ofthe
NationalHealthAct (NHA) is to preventafund from encouraginga contributorto
transferto anotherfrnad becausethecontributoris likely to makeaclaim. Thesectionis
clearly aimedapreventingaregisteredorganisationfrom achievingafinancialbenefitby
encouragingsuchatransfer.

As notedin my conrrnentsto yourcommittee,PHIAC is oftheview this sectionshould
apply to all participantsin the industry.Thatis, thepenaltyshouldapply to any fundor
providerwho encouragesa contributorto moveto achieveafinancialbenefitfor that
fundorproviderA fundor provideriii this situationis, in effect,giving financial advice.
Moreover,theyarealmostcertainlydoing so without flail disclosureoftheirconflict of
interest,that is, thattransferfor thecontributoris lijely to benefitthefundor providerat
leastasmuchasthecontributor.In all otherformsof insurance,,adviceto change
insurancecompaniesrequiresclearstatementsof anybenefitsthat mayaccrueto the
providerof the advice.It is not clearto PHIAC that healthinsuranceshoulddiffer from
thatnorm.

As I mentionedin my evidenceto theCommittee,PI-ITAC is awareof a fundwhich
receivedalargenumberoftransfersover arelativelyshortperiodof time becauseofthe
higher gappaymentsthey offere& The transferswereencouragedby someproviders.The
outcomewasa rateincreaseconsiderablyaboveaveragefor thatfund.Thelong-term
membersof thatfundfacedafinancialpenaltythroughhigherpremiumsasa resultof
thosetransfers.
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PHIAC is of theview thatportability is a consumerprotectionmeasureandwebelieve
thatit is importantthat it remain.We arenotawarethatfundsview easyportability asa
menaceas theletter from theAMA suggests.Fundsdo, rightly, want to ensurethatthey
arenot targetedfor whatis. in effect,hit andrunbehaviour,becauseit penalisestheir
longer-termmembersto benefitshort-term interestsof transferees,

I reiteratethestatementthat I madeto the Committee.P1-flAG’s view remainsthat the
penaltyprovisionsunderSection74 BA oftheNHA shouldapplyequallyto all parties—

fundsandproviders.

Yourssincerely

Gayle Ginnane
ChiefExecutiveOfficer

30 September2005
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