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Application of Advanced Credits and Stamp Duty to Level 2 Products

Chart B.3

Market Returned Benefits per Insured Person for year ending 30th June
2016 - Male Advanced
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Chart B.4 B
Market Returned Benefits per Insured Person for year ending 30th June
2016 - Female Advanced
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For Advanced products (using Level 2 costs) the net cost for ages 55 and over are
higher than the market average claim rate. The 60-64 age group is an outlier with
higher net costs at that age group compared to lives in the adjacent age groupings.
This is due to no age credits applying to the 60-64 age group.

Further analysis of the information returns for July to December 2015 and January to
June 2016 is in Appendix 1.

Results by level of cover and insurer:

Charts B.5 and B.6 below show individual insurer’s average levels of returned
benefits per insured person for the year ending 30 June 2016 in respect of Level 1
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Chart B.8

Claim Cost by gender and product level after stamp duty and credits for
year ended 30 June 2016
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For Level 2 products the net cost generally increases with age for both men and
women up to age 60 and is relatively flat between ages 65 and 80. The high Male
Level 1 age 85+ claims cost is probably caused by random fluctuations in claim costs
due the small number of lives insured (average of 439 over the year).
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Projected impact of the recommendation on net claim costs by insurer

The projected net claim costs for each insurer for policies commencing from 1 April
2017 to 31 March 2018 are illustrated in the following charts. Separate charts are
shown for Level 1 and Level 2 products and for men and women, showing the impact
of the system on contracts that mainly provide cover for public hospitals and contracts
that provide substantial cover in semi-private rooms in private hospitals.

Chart F.2
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Chart F.4
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Table Al.16

Hospital Utilisation Risk Profile Index (Percentage of Vhi Healthcare's Index)

Insurer July-Dec 2014 | Jan-June 2015 | July-Dec 2015 | Jan-June 2016
Aviva Health

GloHealth

Laya Healthcare

Vhi Healthcare 100% 100% 100%

As Chart Al.1 shows,

Chart Al.1

The corresponding in-patient and day case averages are shown in Charts A1.2 and

Al.3 respectively.
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Chart A1.3










Recommendation

The recommendation calculates credits by gender, product level and age such that for
each age group over 65, the net cost should not be more than 130% of the average net
cost across all groups. A hospital utilisation credit of €90 is applied for overnight
inpatient stays and €30 is applied for day stays. Claims inflation is assumed to be 4%
per annum.

The total risk equalisation credits are financed by a stamp duty which varies by
product level. The stamp duty for non-advanced contracts is set at 50% of the stamp
duty relating to advanced contracts. The risk equalisation fund is projected to have a
surplus of €10m when the contracts written prior to 1 April 2017 have fully earned
credits and stamp duty.

The age credits calculations are based on the actual claims costs for July 2015 — June
2016 time period.

Table B2.5
Age Total Total
| Credits |Stamp Duty

_Advd | (€million) | (emillion)
0-17 148 0.0 67.0
18-29 444 0.0 90.2
30-39 444 0.0 118.6
40-49 444 0.0 131.4
50-54 444 0.0 59.2
55-59 444 0.0 62.5
60-64 444 0.0 55.9
65-69 444 98.2 47.1
70-74 444 144.2 37.2
75-79 444 133.5 245
80-84 444 115.3 15.6
85+ 444 94.8 10.2
2015 Scheme Surplus 10.0
Total | 143.4 586.0 729.4
Table B2.6

Aviva Health GloHealth Laya Healthcare VHI Healthcare Total
Age Related Health Credits . - - 586.0
Hospital Bed Utilisation Credit ‘ ._ - ‘ 143.4
Stamp Duty N B N R 7194
Total | | | B ] [ ] 10.0

The projected net financial impact of renewals from 1 April 2017 — 31 March 2018 is
a net benefit of

. These
figures are based on the projected membership in Section E of the Report which
assumes that the changes in market membership by insurer in the year to end June
2016 (adjusted to allow for the impact of LCR) would continue through to 1 April

2018. If this assumption was borne out, the memberships at that date would be
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The projected net financial impact per insured life (counting children as 1/3"

Charts B2.1 to B2.4 set out the net cost for each of the insurers and for the market as a
whole for each cohort.

Chart B2.1
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Chart B2.2

Chart B2.3
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Chart B2.9

Chart B2.10
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Chart B2.11

Chart B2.12
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Chart B2.13

Chart B2.14




Chart B2.15

Chart B2.16
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