Chapter 2
Key Issues
2.1
The majority of submissions supported the amendments to the Private Health
Insurance Act 2007 (PHI Act) and Ombudsman Act 1976 transferring the functions of
the Private Health Insurance (PHI) Ombudsman to the Office of the Commonwealth
Ombudsman. 1
2.2
A small number of submissions expressed the following concerns about the
transition and implementation process:
•

ensuring adequate resourcing and retention of staff and corporate knowledge
for the Commonwealth Ombudsman to assume the responsibilities of the PHI
Ombudsman;

•

lack of consultation with industry and uncertainty over ongoing industry
contributions; and

•

removal of the provision for the subject of a complaint to request an extension
of time to present information to the Ombudsman. 2

2.3
The committee did not receive any submissions on the technical amendments
to remove references to the base premium in the calculation of the Australian
Government Rebate on private health insurance.
2.4
In its submission, the Department of Health (department) noted the Bill aims
to make minimal changes to existing legislative frameworks:
amendments have only been made where necessary to fit within the
Commonwealth Ombudsman's current independence, accountability and
review provisions; and to repeal provisions left over from the Base
Premium indexation arrangements. 3

Resourcing and staff retention
2.5
Most submissions praised the PHI Ombudsman as a highly effective and
respected agency, providing a valuable service for both consumers and industry. 4
Hirmaa, a peak body for private health insurers, noted the PHI Ombudsman 'has an
enviable track record of achievement that has earned it the respect of all relevant
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stakeholders'. 5 Similarly, other submissions noted the PHI Ombudsman is a 'lean and
efficient' operation with specialised staff and invaluable corporate knowledge. 6
2.6
Some submissions expressed concerns that the resources available to the PHI
Ombudsman, including dedicated and experienced staff, may not be transferred to the
Commonwealth Ombudsman, and could potentially compromise the quality and
efficiency of services provided. 7
2.7
The Consumers Health Forum of Australia suggested the Bill contain an
explicit statement that 'there will be no diminution in the effectiveness of the role [of
the PHI Ombudsman] and that it will continue to be resourced appropriately'. 8
2.8
Several submissions also highlighted the importance of ensuring the PHI
Ombudsman continues to effectively disseminate information about its role, including
through a clear internet presence. 9
2.9
The Commonwealth Ombudsman expressed support for the proposed
allocation of resources for the transfer of functions, stating:
I am confident that the Bill provides an appropriate framework within
which my office can operate. I am also comfortable that sufficient resources
have been allocated to my office to properly discharge the new function. 10

2.10

The Commonwealth Ombudsman also confirmed:
I do not intend to radically alter the very successful working model
implemented by the Private Health Insurance Ombudsman to date. 11

2.11
The department confirmed 11 of the 12 current staff positions of the Office of
the PHI Ombudsman will be transferring to the Office of the Commonwealth
Ombudsman. The department noted the transfer of staff:
will ensure retention of specialised industry knowledge and provide a
continued high level of service to consumers. 12

2.12
The department also confirmed the PHI Ombudsman's website
(www.privatehealth.gov.au) will also continue to operate as it does now. 13
Confirmation of the retention of the PHI Ombudsman's website by the Minister for
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Health (Minister), the Hon Sussan Ley MP, in the second reading speech on the Bill
was welcomed by hirmaa. 14

Lack of consultation with industry and industry contributions
2.13
One submission noted concerns regarding the lack of consultation with
industry about the proposed transfer of functions, noting 'industry has had little
opportunity to comment and provide input into the process'. 15
2.14
The submission further expressed concerns about ensuring transparency of
industry funding to the Commonwealth Ombudsman, and uncertainty about how the
cost recovery process will be delivered by the Commonwealth Ombudsman. 16
2.15
Private Healthcare Australia, an industry association representing private
health insurance funds, expressed concerns the PHI Ombudsman structure is an
'inequitable dispute resolution facility in which health insurers are often at a
disadvantage'. 17 While it noted the proposed changes 'seem reasonable in isolation', it
raised questions about the transfer of functions, including how the changes would be
communicated to insurers and members and whether there will be any changes to the
complaints process or industry levy. 18
2.16

The committee notes the department's confirmation that:
the Private Health Insurance Complaints Levy will continue to be collected
to support the investigation of private health insurance complaints by the
Commonwealth Ombudsman. 19

2.17
In response to a question on notice during the 2014-15 Budget Estimates, the
department confirmed there will be a reduction in the cost recovery levy as a result of
the transfer of functions, but 'the exact quantum will be determined as the transition
proceeds.' 20
2.18
The department estimates the transfer of functions will result in net savings to
industry of approximately $0.6 million over three years. Any savings will be reflected
in levies payable by the private health insurance industry. 21

Extension of time to report
2.19
One submission expressed concern that the 'right for a person to request an
extension of time to present information to the Ombudsman has been removed',
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arguing the provision 'helps to ensure complaints are completed with thoroughness as
the focus rather than timeliness'. 22
2.20
Currently under section 241-40 of the PHI Act, the subject of a complaint may
request additional time to report to the PHI Ombudsman. This provision is not
included in proposed section 20N of the Ombudsman Act 1976.
2.21
On 26 March 2015, the House of Representatives negatived a proposed
amendment to the Bill to include a provision for the subject of a complaint to ask the
Ombudsman for additional time to respond to a complaint, together with provisions
for:
(a)

the Minister to intervene where the Ombudsman decides not to
investigate a complaint;

(b)

provision enabling the Minister to request the Ombudsman to undertake
investigations;

(c)

capacity of the Ombudsman to investigate complaints, produce high
quality reports, and protect the rights of private health insurance
consumers; and

(d)

penalty for failing to participate in mediation. 23

2.22
The department noted the provisions to request additional time to report to the
PHI Ombudsman were removed to:
ensure consistency with the Ombudsman Act 1976 and to provide
efficiencies by streamlining the administrative processes of the
Commonwealth Ombudsman. 24

2.23
In the second reading speech on the Bill, the Minister noted removing the
provision:
should benefit consumers by potentially providing faster resolutions to
complaints, as those organisations that have been complained about will
now be required to report within the set time frames, without the ability for
delays or extension. 25

Recommendation 1
2.24

The committee recommends that the Bill be passed.

Senator Zed Seselja
Chair
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