’

Insurance Authority

' REEREER

Protecting Policy Holders’ Interests in
Health Insurance

Mr Clement Cheung
Chief Executive Officer, Hong Kong Insurance Authority

31 March 2022




RIEXEER

Insurance Ruthority

Statutory Functions

Promote public
understanding of
insurance products
and the insurance
industry

Promotion of the
general stability of
the insurance
industry

Sustainable market
: development of the
insurance industry

i Protection of
e existing and
potential policy
holders

Promotion of the
competitiveness of
the insurance
industry in the
global market
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Mid-2039 (projected)

Mid-2019

® Female = FDH

B Male

Age group

® Female ® FDH

B Male

Age group

80-84
75-79
70-74
65 -69

55-59
50-54
45-49

20-24
15-19

10-14

| 65-69

55 - 59
50 - 54
45 - 49
40 - 44
35-39

30-34
25-29

20-24
15-19
10-14

400

100

400

400

100

100

400

Thousand persons

Thousand persons
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Life Expectancy =
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2069
Hong Kong’s Ageing Population

Percentage of the population aged 65 and over
(excluding foreign domestic helpers)

18% ‘\38%

Proportion of working population to retirees

. |.| |.| |.| . ﬁw 1
Women 2019 - Each Retiree is supported by 3.77 2069 — Each Retiree is supported by 1.40

working age adults working age adults
Age 8 8 . 1 ® Retiree

@ Supporter




Financial Sustainability

Private
Cost
Escalation

Public
Expectation

Ageing
Population

Health System
Performance

Medical
Advances

Tax-based
Public
Funding
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Historical Trend

Projected Health Expenditure ¢ Total health expenditure: $189,624 million
0 (USD 24,310 million) in 2019/20
300 ¢ m
_ ** From 1989/90 to 2019/20, total health
= [ expenditure rose by 413% in real terms
_ (average annual growth of 5.6% compared
- = [ with GDP growth of 3.4%)
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< 100 | dHHET s Total health expenditure went up from

50 } i I 3.6% to 6.8% of GDP, driven by the public
sector (+578%) that far exceeded the

2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030 2032 private sector (+300%)

0

Private health expenditure

Public health expenditure ** Public share of total health expenditure

Source: ' Hong Kong's Domestic Health Accounts: Financial projection of Hong Kong's expa nded from 40% to 54% d nd is
total expenditure on health from 2004 to 2033. projected to reach 59% by 2033.
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Comparison of Health Expenditure Comparison of Doctors per

Thousand Population in 2020

Singapore |

Japan | |

United States | |

Singapore Japan us UK Australia
| 2.5 2.5 2.6 3 3.8

United Kingdom |

Australia | | / ‘
[
—
| | | < |
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% I |
@ public health expenditure O private health expenditure [ I
| 2 I

Source: Food and Health Bureau 2019
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Inpatient Services (Bed Days) in 2020

Total Health Expenditure in 2020 |=- |=- |=- |=-
o ooy o<
=

Public 90% Private 10%

Sectoral Distribution

Outpatient Services (Attendances) in 2020

T
Private [/(
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:
| i

Public
54%
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Public 32% Private 68% 8



’
Waiting Time and Affordability )

RIEXEER

Insurance Ruthority

Waiting Time for Specialist Out-patient Consultation Waiting Time for Elective Surgeries
(1 January 2021 — 31 December 2021) (as at 31 December 2021)
- . Cataract Surgeries Median 90th percentile
Speciality Median Longest
62,768 bookings 40 - 92 weeks 56 - 176 weeks
Ear, Nose Throat 26 - 91 weeks 74 - 132 weeks
Eye 49 - 133 weeks 69 - 152 weeks ;z::lejrci::t Replacement Median 90t percentile
Gynaecology 26 - 69 weeks 40 - 90 weeks
32,318 bookings 80 - 200 weeks 180 - 364 weeks
Medicine 29 - 88 weeks 104 - 152 weeks
Orthopaedics & 21 - 70 weeks 81 - 116 weeks
Traumatology
Service Types Private Fees Public Fees
Paediatrics 8 - 19 weeks 15 - 55 weeks
In-patient Services HKS 49,932 to HKS HKS$100 / day
Psychiatry 14 - 61 weeks 42 - 98 weeks 127,367 / episode
Surgery 28 - 52 weeks 82 - 102 weeks General Out-patient ~ HKS 325/ attendance  HKS 50 / attendance

Consultation

Source: Hospital Authorit
b / Specialist Out-patient HKS 793 / attendance  $135 for 1st

Consultation attendance, $80 per
attendance
afterwards

Source: HKFI & Hospital Authority
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Policy Objective

Four Priorities
e Acute and emergency care
* Low income and underprivileged groups

* |lInesses that entail high cost, advanced technology and multi-disciplinary care work
e Supply and training of healthcare professionals



Policy Reform Proposals
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- Improving Hong Kong's
(7 Health Care System:
Why and For Whom !

1985 1999

2000

PR B et ikaRiT

Lifelong

Investment in Health

RAdvany

Vi (vt | R S

2014

Consultation Documant

VCLUNTARY

HEALTH INSURANCE SCHEME

Ny Health Iy Choice
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‘No timetable’ for high-risk pool under new insurance
plan, Hong Kong health chief says waited voluntaryhealth

Secretary for Food and Health Sophia Chan says government to focus on launch of
voluntary health insurance scheme for now

’1%&?2%%%“‘%
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Hong Kong health chief Sophia Chan defends insurance
scheme despite critics saying tax breaks are too small

Long-awaited voluntary scheme will improve the standard of medical insurance
packages in the market by offering attractive terms, Chan says

comments: (@)

nnounced in Wednesday's

commens: (@)

An arrangement to cover high-risk individuals under Hong Kong's new voluntary health
insurance scheme is still on the table, but the city’s health chief is unable to promise it
will be available within the current term of the govemment.

11



Voluntary Health Insurance Scheme

e
lkﬂl

Guaranteed renewal up to
the age of 100 years

irrespective of change in your health

condition after policy inception @

Py
' 40a

Treatment of congenital
conditions
will be covered if the conditions have

manifested or been diagnosed since
the age of 8

?

Unknown pre-existing conditions
will be partially covered in 2" year
(25%) and 3" year (50%) after policy
inception and fully covered (100%)
afterwards

Source: VHIS Office, FHB

—A

No “lifetime benefit limit”

so that your benefits will not
lapse before age of 100 years

S:,

Day case procedures

such as endoscopy conducted
in day centres will be covered

21

DAYS

Cooling-off period of 21 days

during which you can cancel your
policy with full refund of premium

Prescribed diagnostic imaging
tests

such as Computed Tomography (CT scan)
and Magnetic Resonance Imaging
(MRI scan) will be covered, subject to
30% coinsurance

Premium transparency

with premium schedule easily
accessible on www.vhis.gov.hk
and websites of insurance
companies

@® Prescribed non-surgical
cancer treatments

such as radiotherapy,
chemotherapy and targeted
therapy will be covered

Psychiatric inpatient
treatments in local hospitals

will be covered up to the limit of
HK$30,000 per policy year

RIEXEER
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Voluntary Health Insurance Scheme

Performance

Accumulated
no. of policies

+52%
(+269 000) . -

791 000 i 30 -39 &, 20%

228 000 New VHIS - ) zgf?d below

e (+126 000) (+123%) Aged below 20-20 i, 1% —  cay
(o]

. 30:

34%

522 000

102 000
Migrated policies

o (+144 000) (+34%)

As at the end of March 2020  As at the end of March 2021

13

Source: VHIS Office, FHB
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Regulatory Guidelines

Guideline on Medical Insurance Business (GL31)

LE ‘ -?i Fair Treatment of Customers

Developing, marketing and Providing customers with
selling products in a way that information before, during and
pays due regard to the after the point of sale that is
interests and needs of accurate, clear, and not
customers misleading

Minimising the risks of sales
which are not appropriate to
customers’

interests and needs

4 )
Ensuring that any advice Dealing with customer claims, Protecting the privacy of
given is of a professional complaints and disputes in a information obtained from
standard fair and timely manner customers

\_ /

14




Industry Best Practices

Best Practice on Standardizing Underwriting
Questionnaire for Individual Hospital Indemnity
Insurance Plans (effective from October 2020)

»  Align the wording of all questions;

» Use layman terms and simple formats (e.g. “Yes/
No”) for most questions;

»  Clearly specify the scope of disclosure;

» Shorten and cap the disclosure time frame at 5 years
for most questions about pre-existing conditions.

’;ﬂﬁ%ﬁﬁ%ﬁ
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Best Practice on the Use of Genetic Test Results
(effective from June 2020)

» Insurer will not require applicants to undertake
genetic testing for underwriting purpose

» For medical indemnity insurance, no predictive
genetic test results will be asked regardless of the
sum insured

T

15



Limited Impact of Insurance

sy Product features skewed towards income protection

RIEXEES
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memny  Marketing strategy of leading insurers

e LOW penetration and poor awareness

s Lack of uniform policy coverage and terms

mmmmew Iransparency of medical fees and charges

s Limited supply of manpower professionals

mmme  ROle of primary health services
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'D’A Qualifying Deferred
ﬂ ualifying Deferre

Annuity Policy

B 8 & 1R 5 8

Voluntary Health Insurance Scheme

Live Live

Healthier Longer

=t - —— e ——

Protection Linked Plan
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Statutory Functions

« Promote the understanding by policy holders and potential
policy holders of insurance products and the insurance
iIndustry

« Formulate effective regulatory strategies and facilitate the
sustainable market development of the insurance industry

Mission
* Improve insurance literacy
and educate the public
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Public Empowerment p
:Z_ﬁ Mortality Protection . @ "l Lifetime Risk
o =® Gap Study “ ’\\ ’ \ Profiling
From macro analysis to
individual assessment
. Thematic
From protection needs to Sitelet

Insurance Needs
Calculator

information needs

Review in every

three years

Insurance Literacy Tracking Survey

19



Protection Needs Assessment

Dual approach

‘9 Simple version: current protection gap

9 Full version: protection gap over the next 50
years and analysis of risk exposures.

User friendly

7 Seven simple steps to use, supplemented by
useful tips on major events in life

Informative

7 Repositories of mainstream insurance products
and research findings

“'
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Text Size | 5| &N

REEEER
Insurance Authority Homepage Risk Management The life journey Insurance products v Tips on buying insurance  Tools and resources v

o
4] Ny,

=¥ @

¢ L \2/

Protection Needs
Assessment

Full version
evaluate your current and

Simplified version
avaluate your current
protection needs
(5 minutes)

v

future protection needs
(10 minutes)

e

Protection Needs Assessment - User guide

o 2 3 4 5 6 7

Other family Wealth Other insurance
accumulation needs

Your personal Home purchase Marriage Childbirth
particulars needs

As the breadwinner in your family, you have to shoulder responsibility for supperting your dependents by looking after their annual expenses.
The further from retirement you are, the more you must save for your future family expenses. If you are living within your means, increasing
your income may result in an improvement in your family’s standard of living, but your spending may also increase, resulting in highe ...more




Thematic Sitelet

A Lesson in Your Life Journey

Which types of insurance do you heed?

Consider why you want to buy insurance, and leam about the functiol res of the differel
100se the type that best suits y

. g i N -
Life insurance | Critical liness insurance | ( Medical insul

/ o N 5 . N . N P 2
( Annuity )L Fire insurance or home insurance ) Motor insurance )L Travel insurance

Life insurance
o ‘What types of life insu

° Should | increase my

o Should | buy a pure protective product or one with a
savings element?

Life insurance is designed for individuals, normally the primary
breadwinner in a family, who wish to minimize the impact of
their death on their dependents. The dependents will get a
death benefit to cover their financial needs

’
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9 Concept of risk assessment, risk management and
risk mitigation

“ Five stages: children and teenagers, young adults,
mature adults, married persons and pre-retirees

“ Mainstream insurance products
‘7 Things to consider before acquiring insurance

7 Assessment tools and educational materials

21
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Insurance Literacy Tracking Survey

Financial Literacy

“ A combination of knowledge and skills, attitude and behaviour necessary to
make sound decisions relating to personal insurance

i

Knowledge

What to achieve?

‘Y Assess general insurance literacy

4 Identify common misconceptions and perception gaps |
nsurance

Literacy

“ Understand the awareness and behavioral patterns of people at
different life stages - -

r

’
A F -

1

Behaviour
{\
' e

1
i
i
' g l’.‘}
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A Balancing Act

Inclusion and
Awareness

Market Stability

Protection of
Policy Holders

’
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A\

Market Resilience

o Reduce Social
Burden

Harmonious
Society

23
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Thank You

Follow us:

www.ia.org.hk
O KoisaiPokam
@ Insurance Authority




