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BUDGET REBATE CHANGES RISK PUSHING 3 MILLION OLDER
AUSTRALIANS OUT OF PRIVATE COVER

Members Health warns changesto the private healthrebate could pushup
to 3 million Australians aged 65+ to consider downgrading or dropping
out of private health insurance, driving longer public hospital waits and
higher overall costs. Independent modelling shows Commonwealth
savings of $482m could trigger $547m in additional public hospital costs.
The Alliance is calling for the proposal to be reconsidered and reviewed
through a Parliamentary Inquiry.

Members Health, the national alliance representing more than 20 not-for-profit and
member-owned health funds, has warned the Federal Government’s proposed
changestotheprivate health insurance rebate could drive millions ofolder Australians
out of private cover and place further pressure on already overstretched public
hospitals.

While acknowledging the fiscal pressures addressed in the 202627 Federal Budget,
Members Health said the proposed rebate changes would disproportionately affect
lower-income retirees and long-standing policyholders.

Independent actuarial analysis shows around 3 million Australians aged 65 and over
wouldbe affected under Labor’s decision toreduce the private health insurance rebate
for older Australians.

The changes are equivalent to an average premium increase of around 9 per cent for
affected members, with some facing effective increases closer to 12 per cent on top of
normal annual premium rises.

For many Australians with Gold hospital cover, this could mean paying more than
$300 extra each year. Some households — particularly older couples — could face
premium increases from 1 April 2027 exceeding $1,000 annually, and in some cases
upto $1,600.

Around 70 per cent of insured Australians aged over 65 earn $55,000 or less, while
more than 80 per cent fall within the base income tier, meaning the impact will fall
heavily on lower and middle income seniors.

Members Health CEO Matthew Koce said the changes risked undermining viability of
the private health system.

“The Australianswhorelymost heavily on private health insurance are the very people
now being asked to pay significantly more to keep it,” Mr Koce said.


https://www.privatehealth.gov.au/health_insurance/surcharges_incentives/insurance_rebate.htm
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“These are older Australians on fixed and modest incomes, many of whom have
maintained private cover for decades.”

“When increases of this scale hit household budgets, people downgrade cover, delay
treatment orleave the private system altogether. That inevitably pushes more demand
back onto our overstretched public hospitals.”
Members Health said even modest reductions in participation among older
Australians could have significant consequences across the healthcare system,
including:

¢ increased demand for public hospital services;

¢ longer waiting times for elective surgery; and

e additional pressure on already stretched State and Territory health budgets.

The organisation also warned of flow-on risks for private hospitals, where older
Australians account for a substantial share of admissions and surgical activity.

“If private hospitals become financially unviable, the consequences will extend far
beyond retirees,” Mr Koce said.

“Carers, families and younger Australians who rely on timely elective surgery and
specialist care would also face longer waits and reduced access as demand shifts onto
already overstretched public hospitals.

“Delaysin treatment also place significant additional pressure on family members and
unpaid carers, many of whom are already balancing work, caring responsibilities and
rising household costs.”

More than 70 per cent of surgeries in Australia occur in private hospitals, with
Australians aged over 65 representing a significant proportion of demand.

Older Australians are among the highest users of hospital services, and previous
Government commissioned analysis has found that maintaining private health
insurance participation in this cohort delivers strong value for taxpayers by reducing
pressure on the public system.

Mr Koce said there was a serious risk the measure would become a “false economy”.

“Independent actuarial modelling shows these changes may reduce Commonwealth
rebate expenditure by around $482 million, but could shift approximately $547
million in additional costs onto public hospitals,” he said.

“Savings in one part of the Budget should not create larger costs, longer waiting lists
and poorer outcomes elsewhere in the health system.”

“The Government cannotstrengthen Medicare with one hand while weakening private
hospital capacity with the other.”


https://consultations.health.gov.au/medical-benefits-division/consultation-on-phi-studies/supporting_documents/Finity%20Consulting%20MLS%20and%20PHI%20Rebate%20Final%20Report.pdf
https://consultations.health.gov.au/medical-benefits-division/consultation-on-phi-studies/supporting_documents/Finity%20Consulting%20MLS%20and%20PHI%20Rebate%20Final%20Report.pdf
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Members Health welcomed the Government’s broader healthcare investments,
including additional funding for Medicare Urgent Care Clinics, aged care, public
hospitals and the NDIS.

However, Mr Koce said those investments could be undermined if policy settings
simultaneously pushed older Australians out of private cover.

“We support investments that strengthen the healthcare system overall, but that
should not come at the expense of affordable private health insurance for older
Australians,” he said.

“If the Government’s objective is a more equitable and sustainable healthcare system,
the impacts of these changes need to be fully examined before they proceed.”

Members Health is calling on the Government to reconsider the proposal and establish
a Parliamentary Inquiry into its impact on consumers, hospitals, carers and the
broader health system.

-ENDS-

Media Contact
brenton.baldwin@membershealth.com.au
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Attachment A: Impacted insured persons by income tier

e Around 2.8 million insured older Australians (92% of the total insured
population aged 65+) will be impacted by the proposed rebate reduction;

e Around 2.5 millioninsured older Australians aged 65+ are on the base income
tier, equivalent to 83% of the total 65+ insured;

e Of the 2.5 million base tier insured older Australians, around 2.1 million have
an income level at $55,000 per annum or below, representing 70% of the 65+

insured.

Income tier g5 - 54 70+ Total 85+

Insured persons
Base 688,502 1,857,387 2,545,889
1 69,722 109,258 178,980
2 34 861 65,555 100,416
3 78,437 152,961 231,398
Total insured persons 871521 2,185,161; 3,056,682
Insured persons with 555k or below 539,293 1,585,691 2,127,984
555k or below as % of insured £1.9% T2.T7% £9.6%
Baze T9% 85% 83%
1 8% 5% 6%
2 4% 3% 3%
3 0% 7% 8%
Total 100 10:0% 1007
Total impacted % 1% Q3% G2%

Source: Finity
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Attachment B: Typical impact on an insured member with base income
tier under a Gold policy

A typical Gold single price is at around $4,071, a 65—69-year-old insured
person is paying $2,927 after the current rebate level at 28.1%;
The proposed rebate change will cause these members to pay 4% or $163
more, equivalent to 5.6% of what they currently paying;
Similarly, a 70+ year old insured person is paying $2,760 at current rebate
level of 32.2%, the rebate reduction of 8.1% or $330 equivalent to 11.9% of
what they currently paying.

o the Gold combined with Extras impact are also shown below.

Typical Gold premium % E5 -85 T+
I t on effective I t on effective
Rebate changes MEae cn. = Rebate changes mEEs cn_ .
premium premium
With extras With extras With extras With extras With extras
Standalone I e Standalone I e Standalone I e Standalone I e Standalone : e
cowver cover cowver cowver cowver
MW 4 060 5,040 162 202 5.6% 5.6% 329 408 11.9% 119%
ViC 4341 5,176 174 207 5.6% 5.6% 352 41 11.9% 119%
aln 4 300 5,271 172 211 5.6% 5.6% 348 427 11.9% 119%
WA 3,448 4 488 138 180 5.6% 5.6% 279 364 11.9% 119%
sS4 3,836 4514 153 197 5.6% 5.6% 311 3598 11.9% 119%
TAS 3,848 4 633 158 185 5.6% 5.6% 320 375 11.9% 119%
NT 2,440 3,357 S3 134 5.6% 5.6% 198 272 11.9% 119%
Industry 4,071 5,023 163 201 5 6% 5.6% 330 407 11 9% 11 9%

Source: Finity

Explanatory notes

estimated standalone Gold single policy yearly premium at $4,071.00 based on an average

Gold cover prices across leading health funds - April 2026.
65 — 69: rebate reduction is 4% (from 28.1% to 24.1%) for 65-69 of the base premium, $4,071
X 4% = $163 for rebate reduction.
Member currently paying $4,071 x (1-28.1%) = $2,927

Rebate impact on effective premium = $163 / $2,927 = 5.6%
Similar for 70+, but rebate reduction is 8.1% instead (from 32.2% to 24.1%).

Rebate impact on effective premium = $4,071 x 8.1% / [$4,071x (1-32.2%)] = $326 / $2,760

=11.9%.



