Medibank Private Limited
ABN 47 080 890 259
GPO Box 9999
in your capital city
Telephone 132 331
medibank.com.au

20 February 2020
The Manager
Market Announcements Office
Exchange Centre
20 Bridge Street
Sydney NSW 2000
Dear Sir / Madam
Medibank Private Limited (MPL) – Financial results for half year ended 31 December 2019
In accordance with the Listing Rules, Medibank releases the following documents to the market:
(a)

HY20 Results – Appendix 4D, Directors’ Report and Financial Report;

(b)

HY20 Results – Media Release; and

(c)

HY20 Results – Investor Presentation.

These documents have been authorised for release by the Board.
Yours faithfully

Mei Ramsay
Company Secretary
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APPENDIX 4D
MEDIBANK PRIVATE LIMITED
ABN 47 080 890 259
RESULTS FOR ANNOUNCEMENT TO THE MARKET
M e diba nk P riva te Lim ite d Group
Ha lf-ye a r e nde d
31 De c 2019 31 De c 2018
M ove m e nt
M ove m e nt
$m
$m
$m
%
Health Ins uranc e prem ium revenue
M edibank Health revenue
Re ve nue (e x cluding ne t inve stm e nt a nd
othe r incom e ) from continuing ope ra tions
Re ve nue from discontinue d ope ra tions

1

Net inves tm ent and other inc om e
Tota l incom e from ope ra tions
P rofit from continuing ope ra tions a fte r ta x
a ttributa ble to sha re holde rs

3,316.7
104.8

3,240.3
90.5

3,421.5

3,330.8

90.7

2.0

230.1

(228.1)

(99.1%)

44.6
3,468.1

8.0
3,568.9

36.6
(100.8)

457.5%
(2.8%)

178.6

196.3

(17.7)

(9.0%)

(0.7)

11.4

(12.1)

(106.1%)

177.9

207.7

(29.8)

(14.3%)

76.4
14.3

2.4%
15.8%
2.7%

P rofit/(loss) from discontinue d ope ra tions
a fte r ta x a ttributa ble to sha re holde rs

1

Ne t profit a ttributa ble to sha re holde rs
1

Discontinued operations relate to the Garrison Health Services contract, which ceased on 30 June 2019.

The results are summarised as follows:
• Health Insurance premium revenue increased 2.4 percent or $76.4 million to $3,316.7 million
• Medibank Health revenue increased 15.8 percent or $14.3 million to $104.8 million
• Net investment and other income increased $36.6 million to $44.6 million
• Profit from continuing operations decreased 9.0 percent or $17.7 million to $178.6 million
• Net profit attributable to shareholders decreased 14.3 percent or $29.8 million to $177.9 million
For further information refer to the Directors’ report in the attached Interim financial report of Medibank Private
Limited for the half-year period ended 31 December 2019.
Dividend information
On 26 September 2019, a fully franked final ordinary dividend of 7.40 cents per ordinary share was paid to
shareholders, in respect of the six months ended 30 June 2019. A fully franked special dividend of 2.50 cents
per ordinary share was also paid to shareholders on 26 September 2019.
A fully franked interim ordinary dividend of 5.70 cents per ordinary share was determined on 20 February 2020
in respect of the six months ended 31 December 2019, payable on 26 March 2020 to shareholders on the
register as at close of business on 4 March 2020.
Net tangible assets per ordinary share
Net tangible assets are defined as the net assets of the Medibank Private Limited Group less intangible assets.
31 De c 2019
ce nts

Net tangible as s ets per ordinary s hare
1

52.3

31 De c 2018
ce nts

1

51.9

The Group has adopted AASB 16 Leases on 1 July 2019 using the modified retrospective method of adoption, which does not require
restatement of comparative information. Refer to Note 12(a) of the financial statements for further information. The comparative net tangible
assets per ordinary share therefore does not take into account right-of-use assets, which are considered intangible assets in the current
period.

This report should be read in conjunction with the Medibank Private Limited annual report for the year ended
30 June 2019, and is lodged with the ASX under listing rule 4.2A.
__________________________________________________________________________________________
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31 DECEMBER 2019

__________________________________________________________________________________________

_________________________________________________________________________________________

Table of contents

Directors’ report

1

Auditor’s Independence Declaration

3

Consolidated interim financial report
Consolidated statement of comprehensive income

4

Consolidated statement of financial position

5

Consolidated statement of changes in equity

6

Consolidated statement of cash flows

7

Notes to the consolidated interim financial report

8

Directors’ declaration

25

Independent auditor’s review report

26

__________________________________________________________________________________________

Directors’ report
__________________________________________________________________________________________
The directors of Medibank Private Limited (Medibank or the Group) present their report on the consolidated entity
for the half-year ended 31 December 2019.
Directors
The names of directors in office during the half-year and up to the date of this report, unless stated otherwise, are
as follows:
Current:
•
Elizabeth Alexander AO - Chairman
•
Craig Drummond - Chief Executive Officer
•
Dr Tracey Batten
•
Anna Bligh AC
•
David Fagan
•
Peter Hodgett
•
Linda Bardo Nicholls AO
•
Christine O’Reilly
•
Mike Wilkins AO

Review of operations
Group
Group net profit after tax on a continuing basis decreased 9.0% to $178.6 million (1H19: $196.3 million). This was
due to the reduction in Health Insurance operating profit which decreased by $57.3 million or 20.4% from 1H19.
The reduction in Health Insurance operating profit was partially offset by an increase in net investment income of
$34.4 million, driven by higher investment market returns.
Health Insurance
Health Insurance operating profit decreased 20.4% to $224.2 million (1H19: $281.5 million). This reflects the
continuation of the higher claims environment experienced in the second half of 2019 and reinvestment in
customer benefits such as the new Members’ Choice Advantage dental network. Medibank continues to maintain
a disciplined approach to claims management and an ongoing focus on cost control.
Health Insurance premium revenue was up 2.3% to $3.3 billion. At the fund level, there was a net increase of
11,700 or 0.7% in resident policyholders, with improvements in the rate of acquisition and retention. Medibank
brand retention continues to improve as policyholder numbers declined by 4,500 or 0.3% in the last six months
which compares to a decline of 8,800 or 0.6% in 1H19. Medibank retention continued to improve, supported by
our Live Better rewards program and Members’ Choice Advantage dental and optical network. ahm brand
continued to grow, with policyholder growth at 4.2% in 1H20.
Health Insurance net claims rose by 5.9%, or $158.7 million to $2.8 billion from 1H19 due to a $151.9 million
increase in claims expense and a $6.8 million reduction in risk equalisation receipts. The reduction in risk
equalisation receipts reflects that Medibank’s claims growth is lower than industry claims growth. Hospital claims
were 6.0% or $122.7 million higher with growth in prostheses being the major driver. Extras claims were 5.6% or
$36.0 million higher following the launch of Medibank’s Members’ Choice Advantage dental network, with this
growth partially offset by lower growth in natural therapies following regulatory reform.
Management expenses decreased by 9.6% to $248.1 million, with the management expense ratio improving from
8.5% to 7.5%. Depreciation and amortisation fell by $3.9 million following the extension of the useful life of some
key IT assets1. Operating expenses were 9.6% lower, with approximately $10 million of productivity savings,
timing impacts and a lower accrual for incentive payments.

1

This excludes right-of-use depreciation of $10.6 million.

__________________________________________________________________________________________
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Directors’ report (continued)
__________________________________________________________________________________________
Medibank Health
Medibank Health revenue from continuing operations was up 18.1% to $128.6 million (1H19: $108.9 million),
which includes a full six months of contribution from Home Support Services (HSS) (acquired in August 2018) and
the Live Better rewards program (launched in August 2019). Operating profit from continuing operations was
$13.3 million, up 5.6% from 1H19. Management expenses (continuing operations) increased by 12.5% or
$4.5 million due to additional investment to support the expansion of the home care business and Live Better,
which was partially offset by a $4.0 million cost saving from the restructure undertaken at the end of fiscal year
2019.
Net investment income
Net investment income was up from $4.1 million in 1H19 to $38.5 million in 1H20 with higher returns from both
the growth and defensive portfolios. The significantly improved performance in the growth portfolio reflects
stronger returns in equities, partially offset by underperformance in property, in particular retail funds. Income in
the defensive portfolio was also higher, with the impact of the lower RBA cash rate on domestic holdings more
than offset by favourable market conditions, in particular falling interest rates on offshore holdings.
Consistent with previous practice, in order to calculate underlying NPAT for the purposes of determining the
dividend for the period, we have adjusted net investment income to normalise for the impact of short-term market
returns. After normalisation, the 1H20 net investment income was $39.7 million, marginally down from $39.9
million1 in 1H19.
1

The adjustment normalises growth asset returns (including property from FY20) to historical long-term expectations and credit spread
movements. Normalisation of returns for 1H20 benchmark performance increases the net investment income by $1.2 million
(1H19: $35.8 million).

Rounding of amounts
The amounts contained in this report and in the financial report have been rounded to the nearest hundred thousand
dollars (where rounding is applicable) unless specifically stated otherwise under the relief available pursuant to
ASIC Corporations (Rounding in Financial/Directors’ Reports) Instrument 2016/191. Medibank is an entity to which
that relief applies.

Auditor’s independence declaration
A copy of the Auditor’s independence declaration as required by section 307C of the Corporations Act 2001 is set
out on page 3.
This report is made in accordance with a resolution of the Directors.

Elizabeth Alexander AO
Chairman

Craig Drummond
Chief Executive Officer

20 February 2020
Melbourne

__________________________________________________________________________________________
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Auditor's Indep endence

D eclar

ation

As lead auditor for the review of Medibank Private Limited for the half-year ended 3r December zor9,
I declare that to the best of my knowledge and belief, there have been:

(a)

no contraventions of the auditor independence requirements of the Corporations Act zoot in
relation to the review; and

(b)

no contraventions of any applicable code ofprofessional conduct in relation to the review.

This declaration is in respect of Medibank Private Limited and the entities it controlled during the
period.

CJ Heath

Melbourne

Partner

zo February zozo

PricewaterhouseCoopers

PriceuaterhouseCoopersrABN

5z 78o 4Sg 757

Riuerside Quay, SOUTHBAN K WC Joo6, GPO Box t33t, MELBOURNE VIC Sool
T: 61 3 8603 7ooo, F: 61 S 86% 1999, wwwpwocom.au

z

Liability limited by a scheme approved under Professional Standards Legislation.
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Consolidated statem ent of com prehensiv e incom e
For the half-y ear ended 31 Dec em ber 2019

Note

31 De c 2019
$m

31 De c 2018
$m

Continuing operations
Re ve nue
Health Ins uranc e prem ium revenue
M edibank Health revenue

2(b) 3(a)

Othe r incom e
Ex pe nse s
Claim s ex pens e
M edic al s ervic es ex pens e
E m ploy ee benefits ex pens e
Offic e and adm inis tration ex pens e
M ark eting ex pens e
Inform ation tec hnology ex pens e
P rofes s ional s ervic e ex pens e
Leas e ex pens e
Deprec iation and am ortis ation ex pens e
Financ e ex pens e
Other ex pens es

3(a)

12(a)
12(a)
12(a)

P rofit be fore ne t inve stm e nt incom e a nd incom e ta x
Net inves tm ent inc om e

5(a)

P rofit for the ha lf-ye a r be fore incom e ta x
Inc om e tax ex pens e
P rofit for the ha lf-ye a r from continuing ope ra tions

10

3,316.7
104.8
3,421.5

3,240.3
90.5
3,330.8

6.1

3.9

(2,821.4)
(12.8)
(202.0)
(41.7)
(33.8)
(34.5)
(1.8)
(61.7)
(1.8)
(3,211.5)

(2,666.9)
(8.3)
(204.7)
(40.1)
(38.6)
(33.7)
(5.7)
(15.2)
(51.2)
(0.3)
(3,064.7)

216.1

270.0

38.5

4.1

254.6

274.1

(76.0)
178.6

(77.8)
196.3

Discontinued operations
P rofit/(los s ) after tax for the half-y ear from dis c ontinued operations

12(c )

(0.7)

11.4

P rofit for the ha lf-ye a r

177.9

207.7

Tota l com pre he nsive incom e for the ha lf-ye a r, ne t of ta x ,
a ttributa ble to m e m be rs of the pa re nt a rising from :
Continuing operations
Dis c ontinued operations
Tota l ope ra tions

178.6
(0.7)
177.9

196.3
11.4
207.7

Ce nts

Ce nts

6.5
6.5

7.1
7.5

Ba sic a nd dilute d e a rnings pe r sha re a ttributa ble to
ordina ry e quity holde rs of the Com pa ny
Continuing operations
Total operations

The above statement should be read in conjunction with the accompanying notes.
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Consolidated statem ent of financial position
A s at 31 Dec em ber 2019

Note
Curre nt a sse ts
Cas h and c as h equivalents
Trade and other rec eivables
Financ ial as s ets at fair value
Deferred ac quis ition c os ts
Tax rec eivable
Other as s ets
Tota l curre nt a sse ts

31 De c 2019
$m

30 Jun 2019
$m

432.2
205.8
2,013.9
35.1
26.8
23.4
2,737.2

656.5
283.9
2,130.7
35.2
24.2
3,130.5

123.8
396.4
43.9
9.8
573.9

49.3
405.9
44.4
0.7
500.3

3,311.1

3,630.8

9
3(b)

266.8
399.4
520.0
49.7
1,235.9

370.0
364.2
682.8
21.3
79.2
1,517.5

9
3(b)

94.3
8.3
81.3
27.9
26.4
238.2

33.9
13.4
87.8
13.2
29.6
177.9

Tota l lia bilitie s

1,474.1

1,695.4

Ne t a sse ts

1,837.0

1,935.4

Equity
Contributed equity
Res erves
Retained earnings
Tota l e quity

85.0
22.0
1,730.0
1,837.0

85.0
24.4
1,826.0
1,935.4

Non-curre nt a sse ts
P roperty , plant and equipm ent
Intangible as s ets
Deferred ac quis ition c os ts
Other as s ets
Tota l non-curre nt a sse ts

5(b)

7
8

Tota l a sse ts
Curre nt lia bilitie s
Trade and other pay ables
Claim s liabilities
Unearned prem ium liability
Tax liability
P rovis ions and em ploy ee entitlem ents
Tota l curre nt lia bilitie s
Non-curre nt lia bilitie s
Trade and other pay ables
Claim s liabilities
Unearned prem ium liability
Deferred tax liabilities
P rovis ions and em ploy ee entitlem ents
Tota l non-curre nt lia bilitie s

The above statement should be read in conjunction with the accompanying notes.
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Consolidated statem ent of changes in equity
For the half-y ear ended 31 Dec em ber 2019

Note
Ba la nce a t 1 July 2018
P rofit for the y ear
Other c om prehens ive inc om e
Tota l com pre he nsive incom e for the ye a r
Tra nsa ctions w ith ow ne rs in the ir ca pa city
a s ow ne rs:
Dividends paid
A c quis ition and s ettlem ent of s hare-bas ed
pay m ent, net of tax
S hare-bas ed pay m ent trans ac tions
Ba la nce a t 31 De ce m be r 2018
Ba la nce a t 30 June 2019
A djus tm ent on adoption of A A S B 16 Leas es ,
net of tax
Ba la nce a t 1 July 2019
P rofit for the y ear
Other c om prehens ive inc om e
Tota l com pre he nsive incom e for the ye a r
Tra nsa ctions w ith ow ne rs in the ir ca pa city
a s ow ne rs:
Dividends paid
A c quis ition and s ettlem ent of s hare-bas ed
pay m ent, net of tax
S hare-bas ed pay m ent trans ac tions
Ba la nce a t 31 De ce m be r 2019

12(a)

Contribute d
e quity
$m
85.0

Re se rve s
$m
21.5

Re ta ine d
e a rnings
$m
1,722.7

Tota l
e quity
$m
1,829.2

-

-

207.7
207.7

207.7
207.7

-

-

(198.3)

(198.3)

85.0

(2.7)
2.9
21.7

1,732.1

(2.7)
2.9
1,838.8

85.0

24.4

1,826.0

1,935.4

85.0

24.4

(1.3)
1,824.7

(1.3)
1,934.1

-

-

177.9
177.9

177.9
177.9

-

-

(272.6)

(272.6)

85.0

(2.7)
0.3
22.0

1,730.0

(2.7)
0.3
1,837.0

The above statement should be read in conjunction with the accompanying notes.
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C o n so lid ated statem en t o f cash flo w s
For the half-year ended 31 December 2019

Note
Cash flows from operating activities
Premium receipts
Medibank Health receipts
Other receipts
Payments for claims and levies
Payments to suppliers and employees
Income taxes paid
Net cash inflow/(outflow) from operating activities

31 Dec 2019
$m

31 Dec 2018
$m

3,132.7
183.6
2.5
(2,823.1)
(459.8)
(104.9)
(69.0)

3,066.7
340.5
2.8
(2,685.8)
(656.9)
(119.4)
(52.1)

16.3
(2.2)
873.0
(731.7)
(3.2)
(13.4)
138.8

22.4
(2.2)
1,165.3
(896.8)
(70.4)
(6.9)
(18.3)
193.1

(3.8)
(17.7)
(272.6)
(294.1)

(3.5)
(198.3)
(201.8)

(224.3)

(60.8)

6

Cash flows from investing activities
Interest received
Investment expenses
Proceeds from sale of financial assets
Purchase of financial assets
Purchase of businesses
Purchase of plant and equipment
Purchase of intangible assets
Net cash inflow/(outflow) from investing activities
Cash flows from financing activities
Purchase of shares to settle share-based payment
Lease principal and interest payments
Dividends paid
Net cash outflow from financing activities

12(a)

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the half-year

656.5

470.1

Cash and cash equivalents at end of the half-year

432.2

409.3

The above statement should be read in conjunction with the accompanying notes.
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Notes to the consolidated interim financial report
31 December 2019
__________________________________________________________________________________________
Note 1: Summary of significant accounting policies
The principal accounting policies adopted in the preparation of these consolidated financial statements are
consistent with those of the previous financial year and corresponding interim period, as set out in the annual
financial report for the year ended 30 June 2019, except for the adoption of new accounting standards as disclosed
in Note 12(a). The financial statements are for the consolidated entity (the Group), consisting of Medibank Private
Limited (Medibank Private or the Company) and its subsidiaries. Medibank Private is a company limited by shares
whose shares are publicly traded on the Australian Securities Exchange (ASX).

a) Basis of preparation of consolidated interim financial report
The consolidated interim financial report for the half-year period ended 31 December 2019 has been prepared in
accordance with AASB 134 Interim Financial Reporting and the Corporations Act 2001.
The consolidated interim financial report does not include all notes of the type normally included in an annual
financial report. Accordingly, this report is to be read in conjunction with the annual report for the year ended
30 June 2019 and any public announcements made by Medibank Private during the interim reporting period in
accordance with the continuous disclosure requirements of the Corporations Act 2001. This report includes, where
necessary, updates to prior period comparatives for changes in classification of amounts in the current reporting
period.
Impact of AASB 16 Leases
The Group has adopted AASB 16 Leases on 1 July 2019. The Group has applied the modified retrospective method
of adoption on 1 July 2019, which does not require restatement of comparative information. Refer to Note 12(a) for
further information.
Impact of discontinued operations on disclosures
Prior year comparatives in the consolidated statement of comprehensive income and applicable notes have
been re-presented to show discontinued operations separately from continuing operations.

b) Critical accounting estimates and judgements
The preparation of financial statements requires the use of certain critical accounting estimates. It also requires
management to exercise judgement in the process of applying the Group’s accounting policies. The areas involving
a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the
financial statements, are:
•
•
•

Insurance underwriting result
Intangible assets
Deferred acquisition costs

__________________________________________________________________________________________
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Notes to the consolidated interim financial report (continued)
31 December 2019
__________________________________________________________________________________________
Note 2: Segment information
a) Segment information provided to the Chief Executive Officer (CEO)
The CEO measures the performance of the Group's reportable segments based on the operating profit of the
segments. The segment information provided to the CEO for the half-year ended 31 December 2019 is as follows:
$ 2 8 1 .5 m

Health Insurance

Medibank Health
$13.3m
$ 2 2 4 .2 m

$12.6m
$128.6m

$ 3 ,3 1 5 .5 m

$108.9m
$ 3 ,2 4 0 .3 m

2 01 9

2019

2 02 0

2020
R evenue from continuing operations
Operating profit from continuing operations

R eve n ue
Op e ratin g p rofit

He a lth
Insura nce
$m

M e diba nk
He a lth
$m

Tota l
$m

3,315.5
-

128.6
(22.6)

3,444.1
(22.6)

3,315.5

106.0

3,421.5

Ope ra ting profit from continuing ope ra tions

224.2

13.3

237.5

Item s inc luded in s egm ent operating profit:
1
Deprec iation and am ortis ation

(51.3)

(4.0)

(55.3)

He a lth
Insura nce
$m

M e diba nk
He a lth
$m

Tota l
$m

3,240.3
-

108.9
(18.4)

3,349.2
(18.4)

3,240.3

90.5

3,330.8

Ope ra ting profit from continuing ope ra tions

281.5

12.6

294.1

Item s inc luded in s egm ent operating profit:
1
Deprec iation and am ortis ation

(44.9)

(1.9)

(46.8)

31 De c 2019
Re ve nue s
Total s egm ent revenue
Inter-s egm ent revenue
Re ve nue from e x te rna l custom e rs from
continuing ope ra tions

31 De c 2018
Re ve nue s
Total s egm ent revenue
Inter-s egm ent revenue
Re ve nue from e x te rna l custom e rs from
continuing ope ra tions

1

Note
2(b)(iii)

Total segment depreciation and amortisation for 31 December 2019 includes depreciation on right-of-use assets.

__________________________________________________________________________________________
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Notes to the consolidated interim financial report (continued)
31 December 2019
__________________________________________________________________________________________
Note 2: Segment information (continued)
b) Other segment information
(i) Segment operating profit or loss
A reconciliation of the operating profit from continuing operations to the profit for the half-year before income tax
from continuing operations of the Group is as follows:
Note
Tota l se gm e nt ope ra ting profit from continuing ope ra tions

31 De c 2019
$m
237.5

31 De c 2018
$m
294.1

(18.7)

(17.4)

218.8

276.7

Unalloc ated to operating s egm ents :
Corporate operating ex pens es
Group ope ra ting profit from continuing ope ra tions
Net inves tm ent inc om e
A c quis ition intangible am ortis ation
A A S B 16 Leas es trans ition adjus tm ent
M ergers and ac quis itions ex pens es
Other inc om e/(ex pens es )
P rofit for the ha lf-ye a r be fore incom e ta x from
continuing ope ra tions

5(a)
8
12(a)

38.5
(4.5)
3.3
(1.5)

254.6

4.1
(3.8)
(1.4)
(1.5)

274.1

(ii) Other items
Segment operating profit excludes the following:
•
•

•
•
•

Corporate operating expenses of $18.7 million (31 December 2018: $17.4 million) relating to the Group's
corporate function.
Net investment income, which comprises:
o Interest and dividend income and related investment management expenses (refer to Note 5(a)), as
this arises from investments which are managed by a central treasury function.
o Net gains and losses on disposals of and fair value movements on financial assets and liabilities (refer
to Note 5(a)), as they are not indicative of the Group's long-term performance.
Acquisition intangible amortisation of $4.5 million (31 December 2018: $3.8 million) not allocated to
segments.
One-off income/(expenses) in relation to mergers and acquisitions and a lease transition adjustment,
which do not relate to the current operating activities of the Group’s segments.
Other expenses of $1.5 million (31 December 2018: $1.5 million) which do not relate to the trading
activities of the Group’s segments, comprising primarily net sublease rent.

(iii) Loyalty program
Segment private health insurance premium revenue is after $1.2 million (31 December 2018: nil) of transfers
between the Group’s other operating segments in relation to the loyalty program.

__________________________________________________________________________________________
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Notes to the consolidated interim financial report (continued)
31 December 2019
__________________________________________________________________________________________
Note 3: Insurance underwriting result
31 December 2019 underwriting result after expenses

$3,315.5m
100%
$(2,843.9)m
85.8%

Private health
insurance premium
revenue

Net claims incurred

$(247.4)m
7.4%

Underwriting
expenses

224.2m
6.8%

Underwriting result
after expenses

a) Insurance underwriting result

P rivate health ins uranc e prem ium revenue
Claim s ex pens e
Claim s inc urred
S tate levies
Net Ris k E qualis ation S pec ial A c c ount rebates
Net c laim s inc urred ex c luding c laim s handling c os ts on
outs tanding c laim s liabilities
M ovem ent in c laim s handling c os ts on outs tanding c laim s liabilities
Net c laim s inc urred
Underwriting ex pens es
Unde rw riting re sult a fte r e x pe nse s

Note
(i)

(ii)

31 De c 2019
$m
3,315.5

31 De c 2018
$m
3,240.3

(2,825.7)
(25.9)
8.4

(2,674.4)
(25.3)
15.2

(2,843.2)

(2,684.5)

(0.7)
(2,843.9)

(0.4)
(2,684.9)

(247.4)

(273.9)

224.2

281.5

(i) Private health insurance premium revenue is after $1.2 million of transfers between the Group’s other operating segments
(31 December 2018: nil).

(ii) Claims incurred are prior to elimination of transactions with the Group’s other operating segments of $22.5 million
(31 December 2018: $18.0 million).
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Note 3: Insurance underwriting result (continued)
b) Gross claims liability
Note
Curre nt
Outs tanding c laim s liability - c entral es tim ate
Ris k m argin
Claim s handling c os ts

Claim s liability - provis ion for bonus entitlem ents
Gross cla im s lia bility
Non-curre nt
Outs tanding c laim s liability - c entral es tim ate
Ris k m argin
Claim s handling c os ts

Claim s liability - provis ion for bonus entitlem ents
Gross cla im s lia bility

31 De c 2019
$m

30 Jun 2019
$m

(i,ii)
(i,iii)
(iv)

357.7
26.6
8.3
392.6

318.4
25.3
7.7
351.4

(v)
(c )

6.8
399.4

12.8
364.2

(i,ii)
(i,iii)
(iv)

2.8
0.2
3.0

2.4
0.3
2.7

(v)
(c )

5.3
8.3

10.7
13.4

Key estimate:
The outstanding claims liability estimate is based on the hospital, ancillary and overseas categories.
Hospital and overseas

Calculated using statistical methods adopted for all services months but with
service levels for the most recent service month (hospital) or two service months
(overseas) being based on the latest forecast adjusted for any observed changes
in payment patterns.

Ancillary

Calculated using statistical methods adopted for all service months.

The critical assumption in determining the outstanding claims liability is the extent to which claim incidence and
development patterns are consistent with past experience. Adjustments are then applied to reflect any unusual or
abnormal events that may affect the estimate of service levels such as major variability to claims processing
volumes.
The process for establishing the outstanding claims provision involves consultation with internal actuaries
(including the Chief Actuary), claims managers and other senior management. The process includes monthly
internal claims review meetings attended by senior management.
(i) Outstanding
claims liability
- central
estimate

The central estimate is an estimate of the level of claims liability.
Key estimate
The central estimate is based on statistical analysis of historical experience which
assumes an underlying pattern of claims development and payment. The final selected
central estimate is based on a judgemental consideration of this analysis and other
qualitative information, such as claims processing delays. The central estimate excludes
the impact of the Risk Equalisation Special Account. A separate estimate is made of
levies payable to and recoveries from the Risk Equalisation Special Account.
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Note 3: Insurance underwriting result (continued)
b) Gross claims liability (continued)
(ii) Discounting

The outstanding claims liability central estimate is discounted to present value using a
risk-free rate of 0.92% per annum which equates to a reduction in the central estimate of
$0.4 million (30 June 2019: 1.20%, $0.5 million).

(iii) Risk margin

An overall risk margin considers the uncertainty surrounding the outstanding claims
liability. The risk margin applied to the Group’s outstanding claims central estimate (net
of risk equalisation) at 31 December 2019 is 7.8% (30 June 2019: 7.8%).
Key estimate
The risk margin is based on an analysis of past experience, including comparing the
volatility of past payments to the central estimate. The risk margin has been estimated to
equate to the Group’s objective of achieving a probability of adequacy of at least 95%
(30 June 2019: 95%).

(iv) Claims
handling costs

The allowance for claims handling costs at 31 December 2019 is 2.5% of the
outstanding claims liability (30 June 2019: 2.5%).

(v) Claims liability
– provision for
bonus
entitlements

Certain private health insurance products (Package Bonus, Ultra Bonus and
Membership Bonus) include benefits that carry forward. Package Bonus carries forward
unused benefit entitlements in a calendar year for five calendar years. Membership
Bonus carries forward unused benefit entitlements in a calendar year for 10 calendar
years. Ultra Bonus carries forward unused benefit entitlements without limit.
The Group’s claims liabilities include a provision to cover expected future utilisation of
these benefit entitlements of the current membership.
Key estimate
The bonus provision includes the total entitlement available to members under the terms
of the relevant insurance policies, less any amounts utilised, with a probability of
utilisation based on past experience and current claiming patterns applied. The true cost
of these entitlements cannot be known with certainty until any unclaimed entitlements
are processed.

c) Reconciliation of movement in claims liabilities

Ba la nce a t be ginning of pe riod (1 July)
Claim s inc urred during the period
Claim s paid during the period
A m ount (over)/under provided on c entral es tim ate
Ris k m argin
Claim s handling c os ts
M ovem ent in dis c ount rate
Ba la nce a t e nd of pe riod

31 De c 2019
$m
377.6
2,778.7
(2,773.1)
22.6
1.2
0.6
0.1
407.7

30 Jun 2019
$m
379.8
5,324.5
(5,318.0)
(9.7)
0.7
0.3
377.6

Note: movement includes both current and non-current. Claims incurred and claims paid exclude levies and rebates.

(d) Impact of changes in key variables on the outstanding claims provision
The central estimate, discount rate, risk margin and weighted average term to settlement are the key outstanding
claims variables. A 10% increase/decrease in the central estimate would result in a $25.2 million decrease/increase
to profit after tax and equity (30 June 2019: $22.4 million). A 1% movement in other key outstanding claims
variables, including discount rate and risk margin and a one month movement in the weighted average term to
settlement, would result in an insignificant decrease/increase to profit after tax and equity.
__________________________________________________________________________________________
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Note 4: Dividends
Ce nts pe r fully
pa id sha re
31 De c 2019
2019 final fully frank ed ordinary dividend
2019 final fully frank ed s pec ial dividend
31 De c 2018
2018 final fully frank ed ordinary dividend

$m

P a ym e nt da te

7.40
2.50

203.8
68.9

26 S eptem ber 2019
26 S eptem ber 2019

7.20

198.3

27 S eptem ber 2018

(a) Dividends not recognised at the end of the reporting period
On 20 February 2020, the directors determined an interim fully franked ordinary dividend for the six months ended
31 December 2019 of 5.70 cents per share. The dividend is expected to be paid on 26 March 2020 and has not
been provided for as at 31 December 2019.
No dividends have been paid since the end of the reporting period.

(b) Calculation of dividend paid
Medibank’s target dividend payout ratio for the 2020 financial year is 75-85% (2019: 70-80%) of full year normalised
net profit after tax (underlying NPAT). Normalised net profit after tax is calculated based on statutory net profit after
tax adjusted for short-term outcomes that are expected to normalise over the medium to longer term, most notably
in relation to the level of gains or losses from equity investments and movement in credit spreads, and for one-off
items, especially those that are non-cash, such as impairments.

P rofit for the ha lf-ye a r
Norm alis ation of equity returns
Norm alis ation for c redit s pread m ovem ent
Unde rlying NP AT

31 De c 2019
$m
177.9
1.2
(0.4)
178.7

31 De c 2018
$m
207.7
20.7
4.4
232.8
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Note 5: Investment portfolio
This note provides information on the net investment income and the carrying amounts of the investment assets
residing in the Health Fund Investment Portfolio and the Non-Health Fund Investment Portfolio.
P ortfolio com position 31 De c 2019 ($m )
He a lth Fund Non-He a lth Fund
Inve stm e nt
Inve stm e nt
P ortfolio
P ortfolio
Cas h portfolio
Cas h and c as h equivalents (as reported in the
s tatem ent of financ ial pos ition)
Cas h inves tm ents with longer m aturities
Fixed inc om e portfolio
Fix ed inc om e (as reported in the s tatem ent of
financ ial pos ition)
Les s c as h inves tm ents with longer m aturities
G rowth portfolio
E quities and inves tm ent trus ts
Tota l inve stm e nt portfolio

(i)

346.6
184.4

34.4
182.2

Tota l

381.0
366.6

1,388.3
(184.4)

182.2
(182.2)

1,570.5
(366.6)

443.4
2,178.3

216.6

443.4
2,394.9

P ortfolio com position 30 Jun 2019 ($m )
He a lth Fund Non-He a lth Fund
Inve stm e nt
Inve stm e nt
P ortfolio
P ortfolio
Cas h portfolio
Cas h and c as h equivalents (as reported in the
s tatem ent of financ ial pos ition)
Cas h inves tm ents with longer m aturities
Fixed inc om e portfolio
Fix ed inc om e (as reported in the s tatem ent of
financ ial pos ition)
Les s c as h inves tm ents with longer m aturities
G rowth portfolio
E quities and inves tm ent trus ts
Tota l inve stm e nt portfolio

(i)

(i)

538.0
219.3

26.6
61.7

Tota l

564.6
281.0

1,554.5
(219.3)

61.7
(61.7)

1,616.2
(281.0)

514.5
2,607.0

88.3

514.5
2,695.3

Cash and cash equivalents as reported in the statement of financial position also include operational cash of $51.2 million
(30 June 2019: $91.9 million).
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Note 5: Investment portfolio (continued)
The Health Fund Investment Portfolio comprises the following:
Health Fund Investment Portfolio
Portfolio
Portfolio
composition composition Target asset
31 Dec 2019 30 Jun 2019
allocation
Growth
Australian equities
International equities
Property
Infrastructure
(i)

Defensive
Fixed income
Cash

(i)

6.3%
7.2%
6.9%
20.4%

5.1%
6.5%
6.0%
2.1%
19.7%

5.0%
6.0%
7.0%
2.0%
20.0%

55.2%
24.4%
79.6%

51.3%
29.0%
80.3%

52.0%
28.0%
80.0%

100.0%

100.0%

100.0%

$137.2m
Australian
equities

$156.0m
International
equities

$531.0m
Cash

$150.2m
Property

$1,203.9m
Fixed income

Infrastructure allocation temporarily underweight due to fund manager transition.

a) Net investment income

Interes t
Trus t dis tributions
Inves tm ent m anagem ent fees
Net gain/(los s ) on fair value m ovem ents on financ ial as s ets
Net gain/(los s ) on dis pos al of financ ial as s ets
Ne t inve stm e nt incom e
(i)

Note
(i)

31 De c 2019
$m
17.2
23.0
(2.2)
(4.9)
5.4
38.5

31 De c 2018
$m
24.6
33.1
(2.2)
(51.7)
0.3
4.1

Includes interest income of $0.8 million (31 December 2018: $0.9 million) relating to non-health fund investments.
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Note 5: Investment portfolio (continued)
b) Fair value hierarchy
The fair values of the Group’s investments are measured according to the following fair value measurement
hierarchy:
•
•
•

Level 1: Quoted prices (unadjusted current bid price) in active markets for identical assets or liabilities;
Level 2: Inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly (as prices) or indirectly (derived from prices); and
Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

The following tables present the Group’s financial assets measured and recognised at fair value on a recurring
basis.
31 De c 2019
Fina ncia l a sse ts a t fa ir va lue through profit or loss
A us tralian equities
International equities
P roperty
Infras truc ture
Fix ed inc om e

Le ve l 1
$m
(i)
(i)
(i)
(i)

Fina ncia l a sse ts a t fa ir va lue through othe r
com pre he nsive incom e - Fix e d incom e
Ba la nce a t 31 De ce m be r 2019

30 Jun 2019
Fina ncia l a sse ts a t fa ir va lue through profit or loss
A us tralian equities
International equities
P roperty
Infras truc ture
Fix ed inc om e
Fina ncia l a sse ts a t fa ir va lue through othe r
com pre he nsive incom e - Fix e d incom e
Ba la nce a t 30 June 2019

(i)
(i)
(i)
(i)

Le ve l 2
$m

Le ve l 3
$m

Tota l
$m

0.6
102.8

137.2
156.0
149.6
1,285.5

-

137.2
156.0
150.2
1,388.3

-

182.2

-

182.2

103.4

1,910.5

-

2,013.9

Le ve l 1
$m

Le ve l 2
$m

Le ve l 3
$m

Tota l
$m

0.6
95.1

132.2
169.8
156.1
55.8
1,459.4

-

132.2
169.8
156.7
55.8
1,554.5

-

61.7

-

61.7

95.7

2,035.0

-

2,130.7

(i) Australian equities, international equities, property and infrastructure are categorised within level 2 of the fair value measurement
hierarchy as they are indirectly held through unit trusts.

The Group’s other financial instruments, being trade and other receivables and trade and other payables, are not
measured at fair value. The fair value of these instruments has not been disclosed, as due to their short-term nature,
their carrying amounts are assumed to approximate their fair values.
The Group did not measure any financial assets or financial liabilities at fair value on a non-recurring basis at
31 December 2019.
The Group recognises any transfers into and transfers out of fair value hierarchy levels from the date of effect of
the transfer.
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Note 5: Investment portfolio (continued)
c) Valuation techniques
The fair value of financial instruments traded in active markets (such as exchange traded equities) is based on
quoted market prices at the end of the reporting period. The quoted market price used for financial assets held by
the Group is the current bid price. These instruments are included in level 1.
The fair value of level 2 financial instruments is determined using a variety of valuation techniques which make
assumptions based on market conditions existing at the end of each reporting period. Valuation methods include
quoted market prices or dealer quotes for similar instruments, yield curve calculations using the mid yield, vendor
or independently developed models.
There are no investments classified as level 3.
Note 6: Reconciliation of profit after income tax to net cash flow from operating activities
31 Dec 2019
$m
177.9

31 Dec 2018
$m
207.7

6.2
13.1
22.8
19.6
(5.4)
4.9
(17.2)
(23.0)
2.2
1.8
3.3
0.3

6.6
24.8
19.9
0.4
(0.3)
51.7
(24.6)
(33.1)
2.2
2.9

11.2
(19.0)
(8.3)
18.9
(82.8)
(168.2)
30.1
(48.1)
(17.7)

13.9
(13.9)
(1.6)
(9.1)
(80.1)
(172.7)
3.9
(27.6)
(5.6)

Change in operating assets and liabilities - discontinued operations:
Decrease/(increase) in trade and other receivables
(Decrease)/increase in trade and other payables
(Decrease)/increase in provisions and employee entitlements

67.1
(47.7)
(11.0)

(6.2)
(4.5)
(6.8)

Net cash outflow from operating activities

(69.0)

(52.1)

Note
Profit for the half-year
Depreciation
Depreciation of right-of-use assets
Amortisation of intangibles assets
Amortisation of deferred acquisition costs
Net loss/(gain) on disposal of assets
Net realised loss/(gain) on financial assets
Net unrealised loss/(gain) on financial assets
Interest income
Trust distribution reinvested
Investment expenses
Interest paid - leases
AASB 16 transition adjustment - recognition of finance subleases
Non-cash share-based payments expense
Change in operating assets and liabilities - continuing operations:
Decrease/(increase) in trade and other receivables
Decrease/(increase) in deferred acquisition costs
Decrease/(increase) in other assets
(Decrease)/increase in net deferred tax liabilities
(Decrease)/increase in trade and other payables
(Decrease)/increase in unearned premium liability
(Decrease)/increase in claims liabilities
(Decrease)/increase in income tax liability
(Decrease)/increase in provisions and employee entitlements

12(a)

12(a)
12(a)
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Note 7: Property, plant and equipment

Note
Closing ne t book a m ount
P lant and equipm ent
Leas ehold im provem ents
A s s ets under c ons truc tion
Right-of-us e as s ets
Tota l prope rty, pla nt a nd e quipm e nt

31 De c 2019
$m

12(a)

30 Jun 2019
$m

7.3
34.9
3.7
77.9
123.8

8.8
38.2
2.3
49.3

Note 8: Intangible assets

Goodw ill
$m

Custom e r
contra cts a nd
re la tionships
$m

S oftw a re
$m

Asse ts unde r
construction
$m

Tota l
$m

Gross ca rrying a m ount
B alanc e at 1 July 2019
A dditions
Trans fers in/(out)
Dis pos als
Ba la nce a t 31 De ce m be r 2019

281.9
281.9

89.7
89.7

426.4
0.1
9.1
435.6

38.2
9.7
(9.1)
38.8

836.2
9.8
846.0

Accum ula te d a m ortisa tion
a nd im pa irm e nt
B alanc e at 1 July 2019
A m ortis ation ex pens e
Dis pos als
Ba la nce a t 31 De ce m be r 2019

(77.4)
(77.4)

(72.4)
(4.5)
(76.9)

(280.5)
(14.8)
(295.3)

A s at 31 Dec em ber 2019

204.5

12.8

140.3

38.8

396.4

A s at 30 June 2019

204.5

17.3

145.9

38.2

405.9

-

(430.3)
(19.3)
(449.6)

Closing ne t book a m ount

a) Assessment of indicators of impairment
Key judgement and estimate:
Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested
annually for impairment, or more frequently if events or changes in circumstances indicate that they might be
impaired. Finite life intangible assets are assessed for indicators of impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.
Management have performed an assessment for indicators of impairment of the Group’s intangible assets as at
31 December 2019 and have concluded that no indicators of impairment existed.
In assessing the goodwill for impairment, the recoverable amount of the CGU was determined based on a valuein-use calculation. The key assumptions used in testing the CGU for impairment are outlined in the Group’s annual
financial report for the year ended 30 June 2019.
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Note 8: Intangible assets (continued)
b) Change in accounting estimate – useful life of software
The expected useful lives of the Group’s software have been reassessed and are now 1.5 to 10 years
(30 June 2019: 1.5 to 7 years). This change did not have a material impact on the Group’s amortisation expense
this period.

Note 9: Trade and other payables

Note
Curre nt
Trade c reditors
O ther c reditors and ac c rued ex pens es
Leas e liabilities
O ther pay ables
Tota l curre nt
Non-curre nt
Leas e liabilities
O ther pay ables
Tota l non-curre nt

12(a)

12(a)

31 De c 2019
$m

30 Jun 2019
$m

184.3
35.8
26.2
20.5
266.8

275.6
70.4
4.0
20.0
370.0

92.1
2.2
94.3

26.2
7.7
33.9

Note 10: Income tax expense
31 De c 2019
$m
Continuing operations
Current tax
Deferred tax
Incom e ta x e x pe nse re porte d in the sta te m e nt of
com pre he nsive incom e

31 De c 2018
$m

55.2
20.8

86.9
(9.1)

76.0

77.8

Note 11: Contingencies
From time to time, the Group is exposed to contingent liabilities which arise from the ordinary course of business,
including, but not limited to:
• Losses which might arise from litigation.
• Investigations by regulatory bodies such as the ACCC, ASIC or APRA, into past conduct on either industrywide or Medibank specific matters.
It is anticipated that the likelihood of any unprovided liabilities arising are either remote or not material.
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Note 12: Other
(a) New and amended standards adopted
The Group has not elected to apply any pronouncements before their operative date in the half-year reporting period
ended 31 December 2019.
This note explains the impact of the adoption of AASB 16 Leases on the Group’s financial statements and also
discloses the new accounting policies that have been applied from 1 July 2019, where they are different to those
applied in prior periods. The Group has applied the modified retrospective method of adoption from 1 July 2019,
which does not require restatement of comparative information. The reclassifications and adjustments arising from
the new leasing rules are recognised in the opening balance sheet at 1 July 2019.
Impact of the new definition of a lease
The Group applied the practical expedient available on transition to AASB 16 and, for those contracts entered prior
to the date of initial application, did not reassess whether a contract is or contains a lease.
Impact on lessee accounting
The Group's lease contracts include retail stores and office spaces. On adoption of AASB 16, the group recognised
lease liabilities in relation to its property leases which had previously been classified as ‘operating leases’ under
the principles of AASB 117 Leases. These liabilities were measured at the present value of the remaining lease
payments, discounted using the Group’s incremental borrowing rate as of 1 July 2019.
Lease payments are generally discounted using the interest rate implicit in a lease. The Group has concluded this
cannot be readily determined and have used an incremental borrowing rate, being the rate that the individual lessee
would have to pay to borrow the funds necessary to obtain an asset of similar value to the right-of-use asset in a
similar economic environment with similar terms, security and conditions. In determining the incremental borrowing
rate, the following components were considered:
• Reference rate (incorporating currency, environment, term).
• Financing spread adjustment (incorporating term, indebtedness, entity, environment).
• Lease specific adjustment (incorporating asset type).
The Group applied the practical expedient and used a single discount rate to portfolios of leases with reasonably
similar characteristics. The Group’s weighted average incremental borrowing rate applied to the lease liabilities on
1 July 2019 was 2.86%.
The associated right-of-use assets leases were measured on a lease-by-lease basis at:
• An amount as if AASB 16 had applied from lease commencement (but using incremental borrowing rate at
date of transition), with the difference between the asset and liability being recognised in opening retained
earnings at transition; or
• At an amount equal to lease liability.
The Group applied the practical expedient and relied on previous assessments on whether leases are onerous.
The provision for onerous lease contracts which was required under AASB 117 of $3.9 million was derecognised
against the right-of use asset.
As at 31 December 2019, management have determined it is not reasonably certain that any of its leases will be
extended or terminated.
Impact on lessor accounting
Two of the Group’s four subleases are classified as finance leases under AASB 16 as the present value of the
lease payments amounts to substantially all of the fair value of the underlying asset and the lease terms are for the
major part of the economic life of the underlying asset. As an intermediate lessor, the Group has accounted for the
head lease and the sublease as two separate contracts.
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Note 12: Other (continued)
(a) New and amended standards adopted (continued)
On transition, as a lessor the Group derecognised $7.5 million of the right-of-use asset and recognised a finance
lease receivable of $10.8 million. The difference of $3.3 million was recorded in other income within the consolidated
statement of comprehensive income.
Accounting policies
As a lessee
At inception of a contract, the Group assesses whether a contract is, or contains, a lease by determining whether:
• The contract involves the use of an identified asset.
• The Group has the right to direct the use of the asset
The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs
to restore the underlying asset less any lease incentives received.
The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to
the earlier of the end of the useful life of the right-of-use or the end of the lease term. In addition, the right-of-use is
periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.
The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the Group’s incremental borrowing rate.
The interest expense recognised on the lease liability is measured at amortised cost using the effective interest
method. The lease liability is remeasured when there is a change in future lease payments, with a corresponding
adjustment made to the carrying amount of the right-of-use asset (or profit or loss if the carrying amount of the rightof-use asset has been reduced to zero).
The Group has elected not to recognise right-of-use assets and lease liabilities for leases of low value assets. The
Group recognises the lease payments associated with these leases as an expense on a straight-line basis over the
lease term.

As a lessor
The Group acts as an intermediate lessor for two of its four subleases. The Group’s interest in the head lease and
sublease are accounted for separately. At the sublease commencement, the Group determines whether it is a
finance or operating lease by assessing whether the lease transfers substantially all of the risks and rewards of
ownership to the lessee, with reference to the right-of-use asset arising from the head lease, not with reference to
the underlying asset.
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Note 12: Other (continued)
(a) New and amended standards adopted (continued)
Impact of adoption of AASB 16
Below is a reconciliation of the Group’s operating lease commitments as at 30 June 2019 to the lease liability
recognised as at 1 July 2019:

Ope ra ting le a se com m itm e nts disclose d a s a t 30 June 2019

$m
143.4

Dis c ounted us ing the Group’s inc rem ental borrowing rate of at the date of initial applic ation
Le a se lia bility re cognise d a s a t 1 July 2019

(12.7)
130.7

B alanc e c om pris ed of:
Current leas e liabilities
Non-c urrent leas e liabilities

30.2
100.5

The change in accounting policy affected the following items in the balance sheet on 1 July 2019:
• Prepayments – decreased by $3.5 million.
• Finance lease receivable – increased by $10.8 million.
• Right-of-use assets – increased by $86.2 million.
• Deferred tax assets – increased by $4.7 million.
• Trade and other payables – decreased by $30.6 million.
• Lease liabilities – increased by $130.7 million.
• Provisions – decreased by $3.9 million.
The net impact after tax on retained earnings on 1 July 2019 was a decrease of $1.3 million.
Depreciation expense in relation to right-of-use assets amounted to $13.1 million and finance expenses in relation
to the lease liabilities amounted to $1.8 million in the period. In the comparative period, lease related expenses
were classified as ‘lease expense’ in the consolidated statement of comprehensive income.

(ii) Other
Other amendments became effective for the annual reporting period commencing on 1 July 2019, but did not have
a material impact on the Group’s accounting policies or on the consolidated interim financial report.

(b) New accounting standards and interpretations not yet adopted
There has been no change in the expected impact of adopting AASB 17 Insurance contracts (effective for reporting
periods beginning on or after 1 January 2021) to what was disclosed in Note 20(b) of the annual financial report for
the year ended 30 June 2019. The Group is continuing its assessment of the potential impact on its consolidated
financial reporting expected in future periods.
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Notes to the consolidated interim financial report (continued)
31 December 2019
__________________________________________________________________________________________
Note 12: Other (continued)
(c) Significant events since 30 June 2019
(i) Garrison Health Services contract
On 19 November 2018, Medibank was informed by the Australian Government Department of Defence that it has
not been selected as the preferred tenderer for the renewal of the Garrison Health Services contract. Services
under the contract ceased on 30 June 2019. The Garrison Health Services contract was classified as a discontinued
operation at 30 June 2019 and has been classified as a discontinued operation at 31 December 2019 in accordance
with AASB 5 Non-current Assets Held for Sale and Discontinued Operations.

Results of discontinued operations
Revenue
E x pens es
P rofit/(loss) for the ye a r be fore incom e ta x
Inc om e tax ex pens e
P rofit/(loss) a fte r ta x a ttributa ble to ordina ry e quity holde rs of
the Com pa ny
Cash flows of discontinued operations
Net c as h inflow/(outflow) from operating ac tivities
Net c as h inflow from inves ting ac tivities
Net c as h outflow from financ ing ac tivities
Ne t ca sh flow s for the ye a r from discontinue d ope ra tions
B as ic and diluted earnings per s hare for dis c ontinued operations (c ents )

31 De c 2019
$m

31 De c 2018
$m

2.0
(3.0)
(1.0)
0.3

230.1
(213.8)
16.3
(4.9)

(0.7)

11.4

(4.8)
(4.8)

3.4
3.4

-

0.4

The 30 June 2019 balance sheet includes the following amounts in relation to the discontinued operations:
• Trade and other receivables – $66.9 million.
• Trade and other payables – $47.6 million.
• Provisions – $11.0 million.

Note 13: Events occurring after the reporting period
There have been no events occurring after the reporting period which would have a material effect on the Group’s
financial statements at 31 December 2019.
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Directors’ declaration
__________________________________________________________________________________________
The directors declare that, in the opinion of the directors:
(a) the financial statements and notes set out on pages 4 to 24 are in accordance with the Corporations Act
2001, including:
i. giving a true and fair view of the Group’s financial position as at 31 December 2019 and of its
performance for the half-year ended on that date; and
ii. complying with Australian Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional reporting requirements; and
(b) there are reasonable grounds to believe that the Company and the Group will be able to pay their debts as
and when they become due and payable.
This declaration is made in accordance with a resolution of the directors.

On behalf of the Board,

Elizabeth Alexander AO
Chairman

Craig Drummond
Chief Executive Officer

20 February 2020
Melbourne

__________________________________________________________________________________________
25

}

pwe
Independent auditor's review report to the members of
Medibank Private Limited
Report on the half-y

eorr

finoincial report

We have reviewed the accompanying half-year financial report of Medibank Private Limited (the
Company) and the entities it controlled during the half-year (together the Group), which comprises the
consolidated statement of financial position as at g1 December zor9, the consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash
flows for the half-year ended on that date, selected other explanatory notes and the directors'
declaration.

Dir e ct or s' r e sp o n sibility for the half-y e ar financial

r ep or

t

The directors ofthe Company are responsible for the preparation ofthe half-year financial report that
gives a true and fair view in accordance with Australian Accounting Standards and the Corporations Act
zoot andf.or such internal control as the directors determine is necessaryto enable the preparation of
the half-year financial report that gives a true and fair view and is free from material misstatement
whether due to fraud or error.

Audito r' s r e sp on sibility
Our responsibility is to express a conclusion on the half-year financial report based on our review. We
conducted our review in accordance with Australian Auditing Standard on Review Engagements
ASRE z4ro Reuiew of a Financial Report Performed by the Independent Auditor of the Entity, in order
to state whether, on the basis of the procedures described, we have become aware of any matter that
makes us believe that the half-year financial report is not in accordance with the Corporations Act 2oo1
including giving a true and fair view of the Group's financial position as at 91 December zorg and its
performance for the half-year ended on that date; and complying with Accounting Standard AASB rg+
Interim Financial Reporting and the Corporations Regilations 2oor. As the auditor of Medibank
Private Limited, ASRE z4ro requires that we comply with the ethical requirements relevant to the audit
ofthe annual financial report.
A review of a half-year financial report consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with Australian Auditing Standards
and consequently does not enable us to obtain assuriurce that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Independence
In conducting our review, we have complied with the independence requirements of the Corporations
Act zoot.

PricewaterhouseCoopers,ABN 5z 78o 4SS 757
z Riuerside QuaA, SOWHBANK WC 3006, GPO Box t33t, MELBOURNE WC 3oot
T: 6t 3 86o3 tooo, F: 6t 3 86o3 t999,www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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Conclusion
Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the half-year financial report of Medibank Private Limited is not in accordance with the

Corporations Act zoot including:
1.

giving a true and fair view of the Group's financial position as at 31 December zorg and of its
performance for the half-year ended on that date;

2.

complying with Accounting Standard AASB r34 Interim Financial Reporting and the
Corpor ations Reg ulations 2 o o 7.

PricewaterhouseCoopers

CI Heath
Partner

Melbourne
zo February zozo

