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Introduction
Historically, the social work profession has focused on 

both people and their social environment. Clinical social 
work, whose focus is on individuals, families, and groups, 
has its roots in social casework, which always has beer, a primary method for the delivery of social work services. 
The number of clinical social workers has grown continu- A)«iy, a«d «n. iaJ suvtaJ worK continues to contribute 
significantly to the development of knowledse and *kllk 
for the yiutaston. in 1978, the National Association of 
Social Workers (NASW) formally recognized clinical social 
work as part of a process of organizational differentiation. At that time, NASW established the Task Force on Clinical 
Social Work, which became the Provisional Council on 
Clinical Social Work in 1982.Clinical social workers have practiced in governmental 
and voluntary agencies and, since the time of pioneer social 
worker Mary Richmond, in private practice. In 1961, NASW defined private practice as a setting for the delivery 
of clinical social work services and published its first Hand• 
book on the Private Practice o f  Social Work In 1967.Clinical practice continues to be an integral pan of the 
services delivered in agency settings. At the same time, an Increasing number of clinical practitioners have been mov- 
ing into independent privnte practice, which further attests 
to the commitment of trained and experienced professionals 
to the direct treatment of individuals, families, and groups. 
This development, encompassing solo and group practice 
as well as other arrangements, is In addition to the prac­tice of clinical social work In traditional voluntary and 
governmental agency settings,

Many states require the legal regulation cf sorial work 
practice; some states require a special license for practi­
tioners of clinical social work as well as those In indepen­
dent private practice. Generally, certification for clinical 
soda! work requires a master’s degree in social work plus at least two years’ experience as well as an examination.Given the variations among the states regarding legal regulation and the needs of clinic:' social work practi­tioners, NASW has taken appropriate responsibility for 
establishing standards of practice for all conical sodal 
workers in all settings. These standards are to be considered desirable foe all clinical social workers and are designed 
to do the following:

♦ Guide clinical sodal work practice, (.O h -*
• Ouide state wu1o»/w ________



which al) member* are bound. A summary of the Code 
of Ethics will be found following these standards.

Definitions
The following definition of clinical social work wa* 

accepted by the NASW Board of Directors at its January 
1984 meeting:

Clinical social work shares with all sodal work prac­
tice the goal of enhancement and maintenance of psy­
chosocial functioning of Individuals, families, and small 
groups, Clinical social work practice U the professional 
application of sodal work theory and methods to the 
treatment and prevention of psychosodal dysfunction, 
disability, or impairment, including emotional and men­
tal disorders. It Is based on knowledge cf one or more 
theories of human development within a psychosocial 
context.

The perspective of pcrson-in-situation is central to clinical social work practice. Clinical social work in­
cludes interventions directed to interpersonal interac­
tions, intrapsychic dynamics, and life-support and 
management issues, Clinical social work services con­
sist of assessment; diagnosis; ireetment, including psychotheraDv and conncAiina* <ju»nt »«ntcT«4 consultation; and evaluation. The process of clinical 
social work i: undertaken within the objectives of social 
work and the principles and vrlues contained in the 
NASW Code of Ethics.

In May 1961, the NASW Board of Directors endorsed the 
following definition of private practitioners of social work:

Private practitioners are social workers who, wholly or in part, practice social work outside a governmental 
or duly incorporated voluntary agencjt who have respon­
sibility for their own practice and set up conditions 
of exchange with their clients, and identify themselves 
as social work practitioners in offering services.

♦ Tb maintain and improve the quality of service* pro­vided by clinical sodal wcriun.
• Tb establish professional etpectatiom so sodal workers 

can monitor and evaluate their clinical practice.
• Tb provide a framework for clinical sodal worker* to assess responsible professional behavior.
♦ Tb Inform consumer*, governmental regulatory bodies, 

and others, such as insurance carriers, about the profes­sion’s standards for clinical social work practice.
Toward the achlevjment cf these goals, the standard*
* Define and delineate dinlcal social work and the 

private practice of clinical social work.
» Establish specific ethical guidelines for the practice of clinical sodal work in agency or private practice settings.
• Provide documentation of professional expectations 

for agencies, peer review committees, state regulatory 
bodies, insurance carriers, and ethers.

.» «  gu&u w  m e standards ore p . 2 2
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Standards for the Practice of Clinical Social Work
Standard 1. Clinical sodal workers shall function in 
accortf.nce with the ethics and the stated standards of 
the profession, including its accountability procedures.
Interpretation

All social workers have a fourfold responsibility: to cli­
ents, to the profession, to self, and to society. Social work­
ers shall identify themselves as members of the sodal work profession, NASW members shall be familiar with and 
adhere to the NASW Code of Ethics and shall cooperate 
fully and in a timely fashion with the adjudication pro­
cedures of the Committee of Inquiry, peer review, and 
appropriate state boards. They shall be aware of and 
adhere to relevant stated professional standards for social work practice.

All clinical social workers shall be willing to have 
judgments and decisions reviewed by knowledgeable peers 
in a formal process. When requested by a client, the clin­ical social worker will provide information about how to 
file a complaint charging unethical behavior.

Standard 2. Clinical social workers shall have and con­tinue to develop specialized knowledge and understanding 
of Individuals, families, and groups and of therapeutic 
and preventive interventions.
Interpretation

Areas of knowledge abr Individuals, families, and 
groups required for ' • clinical Intervention encom­pass the folio'

1. Social, pi ''?'ca., and health factors and their 
interplay on psywiusocial functioning, such as these:

• theories of personality and behavior,® social-cultural influences,* environmental Influences,
* physical health, and
• impairment and disability, Including mental and emo- 

lonal conditions.
2. Community resources
* available social resources in the community and their peratlon and how to use them in the client’s behalf and• how to identify appropriate services and negotiate a iferral,3. specific practice skills, including the ahilitv rn

» obtain, analyze, classify and Interpret social and per­sonal data, Including assessment and diagnosis,* establish compatible goals of service with the client, 
® bring about changes in behavior (thinking, feeling, 

or doing) or in the situation in accordance with the goals 
of service.

4. Knowledge about and skills in using research to eval­uate the effectiveness of a service.
The clinical social worker shall have available a variety of appropriate social work therapeutic intervention tech­

niques that he or she uses selectively, depending on the 
client’s needs anc capacity for change.

When knowledge and skills are acquired, other than 
those specific to social work, the practitioner is respon­
sible for obtaining the appropriate training and certifica­
tion. Clinical social workers shall maintain and enhance 
their skills through appropriate forms of professional 
development and continuing education (see NASW Stan­
dards fo r  Continuing Professional Education) and are per­sonally accountable for all aspects of their professional 
behavior and decisions.

Standard 3. Clinical social workers shall respond In a pro­
fessional manner to all persons who seek their assistance.
Interpretation

Clinical social workers shall respond to each client 
regardless of the client’s lifestyle, origin, race, sex, religion, 
or sexual orientation.Clinical social workers shall limit their practice to those 
clients whom they have the skills and resources to serve. However, they shall be awsra of and seek to ameliorate 
any of their attitudes and practices that may interfere with 
their ability to afer competent and equitable service. They 
have a professional responsibility to help a client establish 
contact with other appropriate resources when they can­not meet the needs for service of ft particular client.

If the clinical social worker Is unable to schedule a timely appointment for an initial assessment, he or she may screen the client by telephone to determine the urgency 
of the client’s situation. TTit well-being of the client is the key factor in all derisions. In emergency situations in which the clinical sodtl worker cannot be available to a new client, every effort should be made to find anappropriate source of Immediate heln un occasion, a client may deride to terminal m-at.
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premature but the client persists in his or her decision, 
it Is inv clinician's responsibility to refer the client to 
another appropriate treatment resource or, failing that, 
to help the client terminate treatment as constructively as possible, leaving the door open for the client to reapply for service at another time,

Standard 4. Clinical social workers shall be knowledgeable 
about the services available In the community and make 
appropriate referrals for their clients.
Interpretation

In accordance with the definition of clinical social work (tec “Definitions"), the perspective of the person-in- 
situation is central to clinical practice. Therefore, clinical social workers must be alert to the clients' situations, 
especially those that affect the clients' behavior and func­
tioning, and must be able to modify the environment, 
when possible, by referrals to other community services, There will also be occasions when advocacy on behalf 
of a client will be necessary to obtain needed services.

When a client is being served by other agencies, the clinical sodal worker shall maintain collaborative contacts 
as necessary with the other providers to ensure the coor­
dination of services and the client’s receipt cf optimal benefits from the various services,

When the client is involved with more than one clini­
cian, collaborative consultation shall be maintained as necessary to ensure delineation of the specific areas of responsibility. The clinician shall not share Information 
about a client without the client's informed consent. (See 
Standard 6 for an elaboration of confidentiality,)

Standard 5. Qlnlcal social workers shall maintain their accessibility to clients.
Interpretation

In the process of managing a therapeutic relationship, various factors or events may create problems of accessibil­ity, The clinician shall be able to respond to the unantici­
pated needs of a client by, for example, having telephones answered, either by a person or machine, and messages relayed promptly and accurately. When the clinical sjdal 
worker Is unavailable because of vacation, illness, or any other reason, hr. or she should make arrangements for coverage by comprteri p«rSi 7 ^  details should be dis­cussed with the client at th*

In establishing an office, the clinical social worker shall 
be aware thal some clients may have or develop physical 
handicaps. Thus, the clinical social worker shall make 
every attempt to ensure that offices are free cf impedi­ments to mobility and that helping devices are available 
for seasonally impaired clients. The office’s accessibility 
by public transportation, when it is available, also should 
be a consideration.

Standard (S. Clinical social workers shall safeguard the
 ̂ confidential nature of the treatment relationship and of
i the Information obtained within that relationship.

¥
Interpretation

Respect for the client as a person and for the client’s 
right to privacy underlies the maintenance of confidential­
ity in the client-clinician relationship. Although assurance 
of this confidentiality enhances the therapeutic interac­
tion, the client should be advised that there are circum­
stances In which confidentiality cannot be maintained. These circumstancwwould include but not necessarily be 
limited to the legally mandated requirement to report to 
appropriate authorities a suspicion or child abuse, includ­
ing the sexual abuse of children, or a suspicion of bodily 
harm or violence to some other person. 1 In some circum­
stances, a clinician may need to advise the parents of a 
child client’s self-destructive behavior to ensure adequate protection for the child. In oil such situations, the clini­
cian shall advise the client of the exceptions to confiden­tiality and privilege, be prepared to share with the client the information that is being reported, and handle the 
feelings evoked. Except for sucb explicit, overriding require­
ments, the clinical social worker shares information only with the written and informed consent of the client.

Standard 7, CHnlcal sodal workers shall maintain access 
•J to professional case consultation,
i  Interpretation

In on ngency setting, professional sodal work super­
vision or consultation should be available to all social work staff, dthcr in the agency or through a contractual arrange­
ment. If clinical social workers are not available, case con-

‘ Tarascff v. Regents of the University of Criifoma. 551 P
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miration may be obtained from qualified pmfMKionaU 
a  othci disciplines.
The beginning clinical social worker requires regular 

ase-consultatlon supervision. For the first two years of 
irofessionoi experience, at leant one hour of supervision 
ihould be provided for every fifteen hours of face-to-face xmract with clients. After ihc first two years, the ratio 
nay be reduced to a minimum of one hour of case- 
:onsultation supervision for every thirty hours of face- o-face contact with clients. In some situations, additional 
xmsultation will be sought by the clinician, because of oraplex issues Involving a client, or *>y the <»n-uiiam, oecause of difficulties the consultant perceives in he clinician’s handling of a situation.
Clinicians with five years or more of experience should 

rillze consultation on an as-needed, self-determined basis. 
Jthough clinicians who are in independent practice shall 
illize more case consultation when they first begin prac- ring, they should maintain consultative arrangements 
roughout the time they are in practice. Clinical social 
orkers shall be knowledgeable about how and when to 
ilize the expertise of other professional disciplines in the 
ea of i nedical problems, including pharmacology, and 
alert to the effects of prescription drugs on a client 
they can provide feedback to the client's physician.

indard 8. CUnical social workers shall establish and 
JnUin professional offices and procedures.

erpreiallon
[he clinical social worker keeps records of clients that 
stantlate service in a secure place. He or she main- 
s the records accurately and in a manner that Is free 
n bias or prejudicial content. The social worker makes e records available to clients at their request, 
he clinical sodal worker should ensure that appro- 
te Insurance Is maintained: agency liability, personal 
essional liability, premises protection, and other pro­ve policies.
inical social workers shall establish a fee structure 
n In independent private practice or utilize the fee -lure of the agency In which they are working. All 
md procedures for payment shall be discussed with :lient at the beginning of treatment; to minimize nderstanding, It is useful to present these polides in 
ng as well. This discussion should include the use surance reimbursement and how it will be handled-
es 1nr —1---- 1 -

and vollaicial contacts; and any other financial issues.
Clinical sodal workers shall not refuse service to clients solely because the clients are net covered by insurance. 

They shall not engage in fee splitting: a practice by which a client’s payments we divided between the service pro­
vider and a non-service provider, such as a referral source.

Billing procedures shall be Included in the original 
discussion and clients' accounts shall be maintained accord­ing to acceptable accounting methods, with ill bills and 
receipts provided on a regular and timely schedule. Clin­ical sodal worker? shall discuss overdue account's wlrh 
vitcncs ana maxe every effort to avoid accrual of debt. 
When it is clear to a client and clinician that, for what­
ever reason, the client can no longer afford to pay for treatment, a mutually acceptable alternative plan for com­
pensation or an orderly and appropriate termination or 
referral shall be Instituted. Nothing in th»s standard shall 
be construed to rule out an individual clinician’s decision 
to provide services on a pro bono basis.When all efforts to collect in overdue account from 
a client have failed, the client should be informed that 
unpaid accounts may be turned over to a collection agency 
or small claims court or that other types of legal action 
will be taken. If there is a dispute ewer charges, the clinical 
social worker should make every effort to resolve it 
without damaging the therapeutic relationship.Waiting rooms and offices should be kept clean, and 
the environment should t v properly maintained to ensure 
a reasonable degree cf comfort. Interviewing rooms should ensure privacy and be free of distractions. Steps should 
be taken to assure the client’s and (he social worker’s per­
sonal security.

Standard 9. Citric*! sodal worker? shall represent them- 
selves to the public wi»h accuracy.
Interpretation

The public needs to know how to find help from 
qualified clinical social workers. Both agencies and inde­
pendent private practitioners should ensure that their therapeutic services are made known to the public. In this regard, it is important that telephone listings be main­
tained ill both the classified and alphabetical secuorn of the telephone directory describing the clinical social work 
services available.Although advertising in various media was thought to
Vv* 1-«- * *
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have made such advertising acceptable. The advertisement 
must be factual. It should be worded to avoid false prom­ises of cures and should not include testimonials or any other hint of enticement.

The content of the advertisement shall Include (1) the private practitioner’s or agency’s name and professional 
credentials and (2) the address and telephone number or other contact information. It may also include the type 
of services provided (e.g., individual, family, or group therapy; alcoholism counseling; divorce mediation; and 
so forth) and the type of problems that are dealt with (e.g., marital distress, parent-child conflicts, eating dis­orders).

Standard 10, Social workers shall engage In the indepen­
dent pnvate practice of clinical social work- only when qualified to do so,
Interpretation

Many states have legaî reguiations for social workers at a clinical or indcpendent-practice level. If practitioners 
work in such a state, they must be licensed or certified 
at this level to engage in independent private practice.

The NASW standards for the independent practice of 
clinical social work are those required for inclusion in the 
NASW Register o f  Clinical Social Workers:

1. A graduate degree from a social work program ac­credited by the Council on Social Work Education.
2. Two years of full-time (or equivalent part-time) clin­ical soclnt work *xpcr[cnte supervised Dy a clinical social worker.
3. Current membership in the Academy of Certified 

Social Workers or a license or certification in a state at the appropriate level.

the services provided, fo; maintaining all these standards, 
and for upholding all applicable local, state, or federal 
regulations.Clinical social workers who are employed by agencies and have an independent private practice should not refer 
agency clients to themselves unless they have made a spe­
cific agreement with the agency and have offered alter­
native options to the clients. Agencies have the respon­
sibility to establish written, reasonable guidelines or policies about secondary employment (sec NASW Stan­
dards fo r  Social Work Personnel Practices). When an 
agency does not have clear written policies, the clinical social worker may cite the relevant NASW standards.When a clinical social worker leaves an agency to estaK. 
lish an independent private practice, he or she must take 
great care not to coerce or entice agency clients to the 
private practice. Clients in treatment may be offered 
various options after consultation with the agency. These options include (1) transferring to another staff member 
In the agency, (2) continuing with the some clinician in 
an Independent setting, (3) transferring to another agency or to a different private practitioner, or (4) terminating 
treatment. The overriding principle is the client's right to 
self-determination and freedom of choice. That Is, the 
client's best interests must always be paramount in these 
decisions,

Standard 11. Clinical social workers shall hove the right to establish an Independent private practice.
Interpretation

Clinical social workers shall have the right to establish 
a separate independent practice as a form of secondary 
employment or after leaving a place of employment. When they establish such a practice, either alone or as part of 
a group, they are responsible for assuring that the diag­nostic and treatment services meet professional standards. If such a practitioner hires clinical social wnrŴ«
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Cod© of Ethics

SUMMARY OF MAJOR PRINCIPLES
I. The Social Worker's Conduct and CompAnmmt m a Social worker

A. Proprtpty The cocioi w&rkei should maintain high standards of persona] conduct in the capacity or identity as social worker.
B. Competence and Professional Development. The 

social worker should strive to become and remain profi- 
cient In professional practice and (Ire performance of pro­fessional functions.

C. Service. The social worker should regard as primary 
the service obligation of the social work profession.

D. Integrity. The sodal worker should act in accordance 
with the highest standards of professional integrity.

E. Scholarship and Research. The sodal worker engaged in study and research should be guided by the conven­
tions of scholarly inquiry.

II. The Social Worker’s Ethical Responsibility to Clients
F. Primacy o f Clients' Interests. The social wr ker’s primary responsibility is to clients.
0. Rights and Prerogatives o f  Clients. The social 

worker should make every effort to foster maximum self- 
determination on the part or clients.

H. Confidentially and Privacy The social worker 
should respect the privacy of clients and hold in com 
fidence all information obtained in the course of profes­sional service.

I. Fees, When setting fees, the social worker should 
ensure that they are fair, reasonable, considerate, and commensurate with the service performed and with due 
regard for the clients’ ability to pay.

III. The Social Worker's Ethical Responsibility to 
Colleagues

J. Respect, Fairness, and Courtesy The social worker should treat colleagues with respect, courtesy, fairness, and 
good faith.K. Dealing with Colleagues’ Clients, The social worker 
has the responsibility to relate to the ci.*nts of colleagues with full professional consideration.

» . fj •* • > ' «1 "t
V  - V '  V  
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IV. The Social Worker’s Ethical Responsibility to Employers and Employing Organizations
L. Commitments to employing Organlxalions. The 

sodal worker should adhere to commitments made to the 
employing organisations.

V, The Sodal Worker’s Ethical Responsibility to the Social 
Work Profession

M. Maintaining the Integrity o f the Profession. The 
social worker should uphold and advance the values, 
ethics, knowledge, and mission cf the profession.N. Community Service. The sodal worker should assist 
the profession in making sodai services available to the 
general public.. 0. Development o f Knowledge The social worker should take responsibility for identifying, developing, and fully utilizing knowledge for professional practice.

VL The Social Worker’s Ethical Responsibility to Society
P. Promoting the General Welfare. The social worker 

should promote the general welfare of society.

This summary is of I hi AMSW Cod} of Ethics, effective July I, 19150, 
as adopted by the 1979 NASW Megan Assembly The complete text, 
including the preamble cad expanded dtfvibicns o f principles, Is available 
on request.
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O r i g i n a l  s p o n s o r s :  F a i k s  and K e r t t u l a

BY THE HEALTH, EDUCATION AND
IN THE SENATE SOCIAL SERVICES COMMITTEE

HOUSE CS FOR CS FOR SENATE B IL L  NO. 67 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE -  SECOND SESSION

A B IL L
F o r  an Ac t  e n t i t l e d :  "An Ac t  r e l a t i n g  t o  i n s u r a n c e  c o v e r a g e  f o r  t h e  t r e a t ­

ment o f  a m e n t a l  o r  n e r v o u s  c o n d i t i o n . "
BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1. AS 2 1 . 4 2  i s  amended b y  a d d in g  a new s e c t i o n  t o  r e a d :
S e c .  2 1 . 4 2 . 3 6 5 .  COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS 

CONDITION. ( a )  An i n s u r e r  a u t h o r i z e d  u n d e r  AS 2 1 . 0 9  t o  o f f e r ,  i s s u e  
f o r  d e l i v e r y ,  d e l i v e r ,  o r  r enew  a g r o u p  d i s a b i l i t y  i n s u r a n c e  p o l i c y
f o r  m a j o r  m e d i c a l  c o v e r a g e  on an e x p e n s e - i n c u r r e d  b a s i s  i n  t h e  s t a t e ,
o r  a h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n  a u t h o r i z e d  u nd e r  AS 2 1 . 8 7  
t o  o f f e r  o r  renew a g roup  c o n t r a c t  f o r  m a j o r  m e d i c a l  c o v e r a g e  i n  th e  
s t a t e ,  must  p r o v i d e  t h e  i n s u r e d  o r  s u b s c r i b e r  t h e  f o l l o w i n g  c o v e r a g e  
f o r  t r e a tm e n t  o f  a m e n t a l  o r  n e r v o u s  c o n d i t i o n  o f  t h e  i n s u r e d ,  sub ­
s c r i b e r ,  o r  o t h e r  p e r s o n  c o v e r e d  b y  t h e  p o l i c y  o r  c o n t r a c t :

( 1 )  45 days  a y e a r  o f  i n p a t i e n t  t r e a tm e n t  f o r  each c o v e r e d
i n d i v i d u a l ;

( ? )  a t o t a l  o f  50 h o u r s  o f  o u t p a t i e n t  t r e a tm e n t  o r  o f f i c e  
v i s i t s  a y e a r  f o r  each  c o v e r e d  i n d i v i d u a l .

( b )  The i n s u r e r  o r  s e r v i c e  c o r p o r a t i o n  p r o v i d i n g  c o v e r a g e  unde r  
t h i s  s e c t i o n  may impose r e a s o n a b l e  c o n t r a c t  l i m i t a t i o n s  b u t  may n o t  
r e q u i r e  t h a t  t h e  i n s u r e d  o r  s u b s c r i b e r  pay  a h i g h e r  d e d u c t i b l e  o r  
c o -p aym en t  f o r  t h e  c o s t  o f  t r e a t i n g  a m e n t a l  o r  n e r v o u s  c o n d i t i o n  th an  
f o r  t h e  c o s t  o f  t r e a t i n g  a n o t h e r  c o n d i t i o n  o r  i l l n e s s .

( c )  I n  t h i s  s e c t i o n
( 1 )  " c o n s u l t i n g  r e l a t i o n s h i p "  means a r e l a t i o n s h i p  t h a t



i n v o l v e s  r e v i e w  o f  t r e a tm e n t  p l a n s  and g o a l s  and i n - p e r s o n  p a t i e n t  
c o n t a c t  on a t  l e a s t  a q u a r t e r l y  b a s i s ;

( 2 )  " c o -p a ym en t "  means th e  p o r t i o n  o f  t h e  c o s t  i n  e x c e s s  o f
t h e  d e d u c t i b l e  p o r t i o n  t o  be p a i d  by t h e  i n s u r e d  o r  s u b s c r i b e r ;

( 3 )  " c o s t "  means th e  l e s s e r  o f  t h e  f o l l o w i n g :
(A) t h e  a c t u a l  c h a rg e  f o r  t h e  t r e a tm e n t  r e c e i v e d  f o r  a 

m e n t a l  o r  n e r v o u s  c o n u i t i o n ;  o r
(B )  th e  u s u a l ,  c u s t o m a r y ,  and r e a s o n a b l e  c h a rg e  f o r  

t h e  t r e a tm e n t  as d e t e rm in ed  by th e  c o n t r a c t  o f  c o v e r a g e ;
( 4 )  " d e d u c t i b l e "  means t h e  p o r t i o n  o f  c o v e r e d  c o s t s  t h a t  

must be i n c u r r e d  b e f o r e  b e n e f i t s  become p a y a b l e ;
( 5 )  " i n p a t i e n t  t r e a tm e n t "  means t r e a tm e n t  o f  a h o s p i t a l  

r e g i s t e r e d  bed  p a t i e n t  f o r  whom t h e  h o s p i t a l  makes a d a i l y  room cha rge  
i n

(A'» a g e n e r a l  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d  u nd e r  
AS 1 8 . 2 0  o r  l o c a t e d  and l i c e n s e d  i n  a n o t h e r  s t a t e ;

(B )  a p s y c h i a t r i c  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d  
u n d e r  AS 1 8 . 2 0  o r  l o c a t e d  and l i c e n s e d  i n  a n o t h e r  s t a t e ;  o r

(C )  a h o s p i t a l  t h a t  i s  l o c a t e d  i n
( i )  th e  s t a t e  and s p e c i f i c a l l y  exempt u nd e r

AS 1 8 . 2 0 . 0 2 0  f r om  th e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;
o r

( i i )  a n o t h e r  s t a t e  and s p e c i f i c a l l y  exempt f r om
th e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;
( 6 )  "m a j o r  m e d i c a l  c o v e r a g e "  means a d i s a b i l i t y  i n s u r a n c e  

c o n t r a c t ,  o r  a s u b s c r i b e r  c o n t r a c t ,  t h a t  p r o v i d e s  b e n e f i t s  f o r  h o s p i ­
t a l  and m e d i c a l  c a r e  w i t h  p o t e n t i a l  l i f e t i m e  maximum b e n e f i t s  f o r  th e  
i n s u r e d  o r  s u b s c r i b e r  o f  a t  l e a s t  $ 1 0 , 0 0 0 ;

( 7 )  "m e n t a l  o r  n e r v o u s  c o n d i t i o n "  means a m e n t a l  d i s o r d e r



(A )  t h e  m os t  c u r r e n t  e d i t i o n  o f  th e  D i a g n o s t i c  and 
S t a t i s t i c a l  Manua l  o f  M en t a l  D i s o r d e r s  p u b l i s h e d  by the  Amer ican  
P s y c h i a t r i c  A s s o c i a t i o n ;  o r

(B )  t h e  mos t  c u r r e n t  e d i t i o n  o f  t h e  1CD-9-CM p u b l i s h e d  
by t h e  Commiss ion  on P r o f e s s i o n a l  and H o s p i t a l  A c t i v i t i e s ;

( 8 )  " n a t i o n a l  p r o f e s s i o n a l  o r g a n i z a t i o n "  means th e  N a t i o n a l  
A s s o c i a t i o n  o f  S o c i a l  W o r k e r s ;  th e  N a t i o n a l  R e g i s t r y  o f  H e a l t h  Ca re  
P r o v i d e r s ;  and th e  Amer ican  B oa rd  o f  E xam in e r s  i n  c l i n i c a l  s o c i a l
w o r k ;

( 9 )  " o f f i c e  v i s i t "  means t r e a tm e n t  t h a t  i s  n o t  i n p a t i e n t  
t r e a tm e n t  o r  o u t p a t i e n t  t r e a tm e n t  and t h a t  i s  p r o v i d e d  t h r o u g h  th e
p r o f e s s i o n a l  o f f i c e s  o f

(A ) a p s y c h i a t r i s t  who i s  l i c e n s e d  by a s t a t e  as a
p h y s i c i a n  and c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  i n  p s y ­
c h i a t r y  by t h e  Amer ican  B oa rd  o f  P s y c h i a t r y  and N e u r o l o g y ;

(B )  a p h y s i c i a n  who i s  emp loyed  b y  th e  f e d e r a l  g o v e r n ­
ment i n  a s t a t e  and c e r t i f i e d  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n  i n
p s y c h i a t r y  by t h e  Amer ican  B o a rd  o f  P s y c h i a t r y  and N e u r o l o g y ;

(C )  a p s y c h o l o g i s t  o r  p s y c h o l o g i c a l  a s s o c i a t e  l i c e n s e d
by a s t a t e ;

(D )  a p e r s o n  who w o rk s  i n  a c o n s u l t i n g  r e l a t i o n s h i p
w i t h  a m e n t a l  h e a l t h  c a r e  p r o v i d e r  l i c e n s e d  by  a s t a t e  and has  a
m a s t e r s  o r  d o c t o r a l  d eg re e  i n  p s y c h o l o g y ,  n u r s i n g ,  o r  s o c i a l
w o r k ;  o r

( E )  a c l i n i c a l  s o c i a l  w o r k e r  who i s
( i )  l i c e n s e d  o r  c e r t i f i e d  as  a c l i n i c a l  s o c i a l

w o r k e r  by a s t a t e ;  o r
( i i )  c e r t i f i e d  by a n a t i o n a l  p r o f e s s i o n a l

i d e n t i f i e d  i n



o r g a n i z a t i o n  o f f e r i n g  c e r t i f i c a t i o n  o f  c l i n i c a l  s o c i a l  
w o r k e r s ;

( 1 0 )  " o u t p a t i e n t  t r e a tm e n t "  means t r e a tm e n t  t h a t  i s  n o t
i n p a t i e n t  t r e a tm e n t  and t h a t  i s  p r o v i d e d

(A) i n  t h e  o u t p a t i e n t  d ep a r tm en t  o f
( i )  a h o s p i t a l  t h a t  i s  l i c e n s e d  u n d e r  AS 1 8 . 2 0  o r  

t h a t  i s  s p e c i f i c a l l y  exempt u n d e r  AS 1 8 . 2 0 . 0 2 0  f r om  th e  
l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;

( i i )  a h o s p i t a l  t h a t  i s  l o c a t e d  i n  a n o t h e r  s t a t e  
and t h a t  i s  e i t h e r  l i c e n s e d  o r  s p e c i f i c a l l y  exempt f r o m  th e  
l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;  o r

( i i i )  an e n t i t y  t h a t  i s  d e s i g n a t e d  by  th e  D e p a r t ­
ment o f  H e a l t h  and S o c i a l  S e r v i c e s  as an o r g a n i z a t i o n a l  u n i t  
i n  a g e o g r a p h i c a l  a r e a  t o  r e c e i v e  funds  u n d e r  AS 4 7 . 3 0 . 5 2 0  - 
4 7 . 3 0 . 6 2 0 ;  and

(B )  by one o r  more  o f  th e  f o l l o w i n g :
( i )  a p s y c h i a t r i s t  who i s  l i c e n s e d  by a s t a t e  as 

a p h y s i c i a n  and c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  i n  
p s y c h i a t r y  by  t h e  Amer ican  B o a rd  o f  P s y c h i a t r y  and Neu­
r o l o g y ;

( i i )  a p h y s i c i a n  who i s  emp loyed  by t h e  f e d e r a l  
g ov e rnm en t  i n  a s t a t e  and c e r t i f i e d  o r  e l i g i b l e  f o r  c e r t i ­
f i c a t i o n  i n  p s y c h i a t r y  by  t h e  Amer ican  B o a rd  o f  P s y c h i a t r y  
and N e u r o l o g y ;

( i i i )  a p s y c h o l o g i s t  l i c e n s e d  by  a  s t a t e ;
( i v )  a p e r s o n  who wo rks  i n  a c o n s u l t i n g  r e l a t i o n ­

s h i p  w i t h  one o r  more l i c e n s e d  m en t a l  h e a l t h  c a r e  p r o v i d e r s  
l i c e n s e d  b y  a s t a t e  and has  a m a s t e r s  o r  d o c t o r a l  d e g re e  i n  
p s y c h o l o g y ,  n u r s i n g ,  o r  s o c i a l  w o r k ,  and i s  emp loyed  by th e
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same h e a l t h  c a r e  f a c i l i t y  p r o v i d i n g  t r e a t m e n t ;  o r
( v )  a c l i n i c a l  s o c i a l  w o r k e r  who i s  l i c e n s e d  o r  

c e r t i f i e d  as a c l i n i c a l  s o c i a l  w o r k e r  by a s t a t e  o r  c e r ­
t i f i e d  by a n a t i o n a l  p r o f e s s i o n a l  o r g a n i z a t i o n  o f f e r i n g  
c e r t i f i c a t i o n  o f  c l i n i c a l  s o c i a l  w o r k e r s .

* S e c .  2 .  AS 2 1 . 3 6 . 0 9 0 ( d )  i s  amended t o  r e a d :
( d )  E x c ep t  t o  th e  e x t e n t  n e c e s s a r y  t o  comp ly  w i t h  AS 2 1 . 4 2 . 3 6 5 ,  

a [A] p e r s o n  may n o t  p r a c t i c e  o r  p e rm i t  u n f a i r  d i s c r i m i n a t i o n  a g a i n s t  
a p e r s o n  who p r o v i d e s  a s e r v i c e  c o v e r e d  'nde r  a g roup  d i s a b i l i t y  
p o l i c y  t h a t  e x t e n d s  c o v e r a g e  on an exp en se  i n c u r r e d  b a s i s ,  o r  u n d e r  a 
g roup  s e r v i c e  o r  i n d em n i t y  t y p e  c o n t r a c t  i s s u e d  b y  a n o n p r o f i t  c o r p o ­
r a t i o n ,  i f  t h e  s e r v i c e  i s  w i t h i n  t h e  sc ope  o f  t h e  p r o v i d e r ' s  o c c u p a ­
t i o n a l  l i c e n s e .  I n  t h i s  s u b s e c t i o n ,  " p r o v i d e r "  means a s t a t e  l i c e n s e d  
p h y s i c i a n ,  d e n t i s t ,  o s t e o p a t h ,  o p t o m e t r i s t ,  c h i r o p r a c t o r ,  o r  n u r s e  
m id w i f e ,  n a t u r o p a t h ,  p h y s i c a l  t h e r a p i s t ,  o r  o c c u p a t i o n a l  t h e r a p i s t .

*  S ec .  3 .  AS 2 1 . 8 7 . 3 4 0  i s  amended t o  r e a d :
S ec .  2 1 . 8 7 . 3 4 0 .  OTHER PROVISIONS APPLICABLE. I n  a d d i t i o n  t o  t h e  

p r o v i s i o n s  c o n t a i n e d  o r  r e f e r r e d  t o  p r e v i o u s l y  i n  t h i s  c h a p t e r ,  th e  
f o l l o w i n g  c h a p t e r s  and p r o v i s i o n s  o f  t h i s  t i t l e  a l s o  a p p l y  w i t h  r e ­
s p e c t  t o  s e r v i c e  c o r p o r a t i o n s  t o  t h e  e x t e n t  a p p l i c a b l e  and n o t  i n  
c o n f l i c t  w i t h  t h e  e x p r e s s  p r o v i s i o n s  o f  t h i s  c h a p t e r  and t h e  r e a s o n ­
a b l e  i m p l i c a t i o n s  o f  t h e  e x p r e s s  p r o v i s i o n s ,  and f o r  t h e  p u r p o s e s  o f  
t h e  a p p l i c a t i o n  th e  c o r p o r a t i o n s  s h a l l  be c o n s i d e r e d  t o  be m u tu a l
" i n s u r e r s " :

( 1 )  AS 2 1 . 0 3
( 2 )  AS 2 1 . 0 6
( 3 )  AS 2 1 . 0 9 ,  e x c e p t  AS 2 1 . 0 9 . 0 9 0  
' 4 )  AS 2 1 . 1 8 . 0 1 0
( i ) A S  2 1 . 1 8 . 0 3 0



( 6 )  AS 2 1 . 1 8 . 0 4 0
( 7 )  AS 2 1 . 1 8 . 1 2 0
( 8 )  AS 2 1 . 2 1 . 3 2 1
( 9 )  AS 2 1 . 3 6

( 1 0 )  AS 2 1 . 6 9 . 4 0 0
( 1 1 )  AS 2 1 . 6 9 . 5 2 0
( 1 2 )  AS 2 1 . 6 9 . 6 0 0 ,  2 1 . 6 9 . 6 2 0 ,  and 2 1 . 6 9 . 6 3 0
( 1 3 )  AS 2 1 . 7 8
( 1 4 )  AS 2 1 . 9 0
( 1 5 )  AS 2 1 . 4 2 . 3 4 5  -  2 1 . 4 2 . 3 6 5 [AS 2 1 . 4 2 . 3 4 5  AND 2 1 . 4 2 . 3 5 5 ]
( 1 6 )  AS 2 1 . 8 9 . 0 4 0
( 1 7 )  AS 2 1 . 8 9 . 0 6 0 .

*  Sec .  4 .  AS 2 1 . 4 2 . 3 6 5 ,  e n a c t e d  by s e c .  1 o f  t h i s  A c t ,  a p p l i e s  t o  g roup 
d i s a b i l i t y  i n s u r a n c e  p o l i c i e s  and h o s p i t a l  o r  m e d i c a l  s e r v i c e  s u b s c r i b e r  
c o n t r a c t s  e n t e r e d  i n t o  o r  renewed on o r  a f t e r  J a n u a r y  1,  1 9 8 9 .
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O r i g i n a l  s p o n s o r s :  F a i k s  and K e r t t u l a

BY THE HEALTH, EDUCATION AND
IN THE SENATE SOCIAL SERVICES COMMITTEE

HOUSE CS FOR CS FOR SENATE B ILL  NO. 67 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE -  SECOND SESSION

A B I juL
F o r  an Ac t  e n t i t l e d :  "An Ac t  r e l a t i n g  t o  i n s u r a n c e  c o v e r a g e  f o r  t h e  t r e a t ­

ment o f  a m e n t a l  o r  n e r v o u s  c o n d i t i o n . "
BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1. AS 2 1 . 4 2  i s  amended b y  add ing  a new s e c t i o n  t o  r e a d :
S ec .  2 1 . 4 2 . 3 6 5 .  COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS 

CONDITION. ( a )  An i n s u r e r  a u t h o r i z e d  u n d e r  AS 2 1 . 0 9  t o  o f f e r ,  i s s u e  
f c r  d e l i v e r y ,  d e l i v e r ,  o r  renew  a g roup  d i s a b i l i t y  i n s u r a n c e  p o l i c y  
f o r  m a j o r  m e d i c a l  c o v e r a g e  on an e x p e n s e - i n c u r r e d  b a s i s  i n  t h e  s t a t e ,  
o r  a h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n  a u t h o r i z e d  u n d e r  AS 2 1 . 8 7  
t o  o f f e r  o r  renew a g roup  c o n t r a c t  f o r  m a j o r  m e d i c a l  c o v e r a g e  i n  the 
s t a t e ,  must p r o v i d e  th e  i n s u r e d  o r  s u b s c r i b e r  t h e  f o l l o w i n g  c o v e r a g e  
f o r  t r e a tm e n t  o f  a m en t a l  o r  n e r v o u s  c o n d i t i o n  o f  t h e  i n s u r e d ,  sub ­
s c r i b e r ,  o r  o t h e r  p e r s o n  c o v e r e d  by  t h e  p o l i c y  o r  c o n t r a c t :

( 1 )  45 days a y e a r  o f  i n p a t i e n t  t r e a tm e n t  f o r  e a ch  c o v e r e d
i n d i v i d u a l ;

( 2 )  a t o t a l  o f  50  h o u r s  o f  o u t p a t i e n t  t r e a tm e n t  o r  o f f i c e  
v i s i t s  a y e a r  f o r  each  c o v e r e d  i n d i v i d u a l .

( b )  The i n s u r e r  o r  s e r v i c e  c o r p o r a t i o n  p r o v i d i n g  c o v e r a g e  unde r  
t h i s  s e c t i o n  may impose r e a s o n a b l e  c o n t r a c t  l i m i t a t i o n s  b u t  may n o t
r e q u i r e  t h a t  t h e  i n s u r e d  o r  s u b s c r i b e r  pay  a h i g h e r  d e d u c t i b l e  o r
co -p aymen t  f o r  t h e  c o s t  o f  t r e a t i n g  a m en t a l  o r  n e r v o u s  c o n d i t i o n  than 
f o r  t h e  c o s t  o f  t r e a t i n g  a n o t h e r  c o n d i t i o n  o r  i l l n e s s .

( c )  I n  t h i s  s e c t i o n
( 1 )  " c o -p a ym en t "  means t h e  p o r t i o n  o f  t h e  c o s t  i n  e x c e s s  o f

- 1  - uro n o o n  *(->«■.%
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1 t h e d e d u c t i b l e  p o r t i o n  t o  be p a i d  by th e  i n s u r e d  o r  s u b s c r i b e r ;
2 ( 2 )  " c o s t "  means th e  l e s s e r  o f  t h e  f o l l o w i n g :

1 3 (A) t h e  a c t u a l  c h a rg e  f o r  t h e  t r e a tm e n t  r e c e i v e d  f o r  a
4 m en ta l  o r  n e r v o u s  c o n d i t i o n ;  o r

5 (B )  t h e  u s u a l ,  c u s t om a ry ,  and r e a s o n a b l e  c h a r g e  f o r
6 t h e  t r e a tm e n t  as d e t e rm in ed  by t h e  c o n t r a c t  o f  c o v e r a g e ;

7 ( 3 )  " d e d u c t i b l e "  means t h e  p o r t i o n  o f  c o v e r e d  c o s t s  t h a t
i 8 must be i n c u r r e d  b e f o r e  b e n e f i t s  become p a y a b l e ;
1 9 ( 4 )  " i n p a t i e n t  t r e a tm e n t "  means t r e a tm e n t  o f  a h o s p i t a l

1 ° r e g i s t e r e d  bed p a t i e n t  f o r  whom th e  h o s p i t a l  makes a d a i l y  room ch a rg e
11 i n
12 (A) a g e n e r a l  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d  u nd e r

; 13 AS U ' , 2 0  o r  l o c a t e d  and l i c e n s e d  i n  a n o t h e r  s t a t e ;
I 14 (B )  a p s y c h i a t r i c  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d
I 15 u nd e r  AS 1 8 . 2 0  o r  l o c a t e d  and l i c e n s e d  i n  a n o t h e r  s t a t e ;  o r

16 (C )  a h o s p i t a l  t h a t  i s  l o c a t e d  i n
17 ( i )  t h e  s t a t e  and s p e c i f i c a l l y  exempt u nd e r
18 AS 1 8 . 2 0 . 0 2 0  f r om  th e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;
19 o r
2 0 ( i i )  a n o t h e r  s t a t e  and s p e c i f i c a l l y  exempt f r om
21 th e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;
2 2 ( 5 )  "m a j o r  m e d i c a l  c o v e r a g e "  means a d i s a b i l i t y  i n s u r a n c e
23 c o n t r a c t ,  o r  a s u b s c r i b e r  c o n t r a c t ,  t h a t  p r o v i d e s  b e n e f i t s  f o r  h o s p i ­
24 t a l and m e d i c a l  c a r e  w i t h  p o t e n t i a l  l i f e t i m e  maximum b e n e f i t s  f o r  th e
25 i n s u r e d  o r  s u b s c r i b e r  o f  a t  l e a s t  $ 1 0 , 0 0 0 ;
26 ( 6 )  "m e n t a l  o r  n e r v o u s  c o n d i t i o n "  means a m e n t a l  d i s o r d e r
2 7 i d e n t i f i e d  i n
2 8 (A ) t h e  most c u r r e n t  e d i t i o n  o f  t h e  D i a g n o s t i c  and
2 9 S t a t i s t i c a l  Manua l o f  M en ta l  D i i o r d e r s  p u b l i s h e d  by  t h e  Amer ican
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P s y c h i a t r i c  A s s o c i a t i o n ;  o r
(B )  t h e  most c u r r e n t  e d i t i o n  o f  th e  1CD-9-CM p u b l i s h e d  

by t h e  Commiss ion  on P r o f e s s i o n a l  and H o s p i t a l  A c t i v i t i e s ;
( 7 )  " n a t i o n a l  p r o f e s s i o n a l  o r g a n i z a t i o n "  means t h e  N a t i o n a l  

A s s o c i a t i o n  o f  S o c i a l  W o r k e r s ;  t h e  N a t i o n a l  R e g i s t r y  o f  H e a l t h  Care  
P r o v i d e r s ;  and t h e  Amer ican  B oa rd  o f  E xam ine rs  i n  c l i n i c a l  s o c i a l  
w o r k ;

( 8 )  " o f f i c e  v i s i t "  means t r e a tm e n t  t h a t  i s  n o t  i n p a t i e n t  
t r e a tm e n t  o r  o u t p a t i e n t  t r e a tm e n t  and t h a t  i s  p r o v i d e d  t h r o u g h  th e  
p r o f e s s i o n a l  o f f i c e s  o f

(A ) a p s y c h i a t r i s t  who i s  l i c e n s e d  as  a p h y s i c i a n  i n
t h e  s t a t e  and c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  i n  p s y ­
c h i a t r y  by t h e  Amer ican  B oa rd  o f  P s y c h i a t r y  and N e u r o l o g y ;

(B )  a p h y s i c i a n  who i s  emp loyed  by t h e  f e d e r a l  g o v e r n ­
ment i n  t h e  s t a t e  and c e r t i f i e d  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n  i n  
p s y c h i a t r y  by th e  Amer ican  B oa rd  o f  P s y c h i a t r y  and N e u r o l o g y ;

(C )  a p s y c h o l o g i s t  o r  p s y c h o l o g i c a l  a s s o c i a t e  l i c e n s e d  
u n d e r  AS 0 8 . 8 6 ;

(D )  a p e r s o n  who w o rk s  u n d e r  t h e  s u p e r v i s i o n  o f  a
m e n t a l  h e a l t h  c a r e  p r o v i d e r  l i c e n s e d  i n  t h e  s t a t e  and has  a
m a s t e r s  o r  d o c t o r a l  d e g re e  i n  p s y c h o l o g y ,  n u r s i n g ,  o r  s o c i a l  
w o r k ;  o r

(E )  a c l i n i c a l  s o c i a l  w o r k e r  who i s
( i )  l i c e n s e d  o r  c e r t i f i e d  as a c l i n i c a l  s o c i a l  

w o r k e r  by  a s t a t e ;  o r
( i i )  c e r t i f i e d  by  a n a t i o n a l  p r o f e s s i o n a l  o r g a ­

n i z a t i o n  o f f e r i n g  c e r t i f i c a t i o n  o f  c l i n i c a l  s o c i a l  w o r k e r s ;
( 9 )  " o u t p a t i e n t  t r e a tm e n t "  means t r e a tm e n t  t h a t  i s  n o t  

i n p a t i e n t  t r e a tm e n t  and t h a t  i s  p r o v i d e d
- 3 -  HCS CSSR fi7fHF.R.cn
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(A ) i n  t h e  o u t p a t i e n t  d e p a r tm en t  o f
( i )  a h o s p i t a l  t h a t  i s  l i c e n s e d  u n d e r  AS 1 8 . 2 0  o r  

t h a t  i s  s p e c i f i c a l l y  exempt u n d e r  AS 1 8 . 2 0 . 0 2 0  f r o m  th e  
l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;

( i i )  a h o s p i t a l  t h a t  i s  l o c a t e d  i n  a n o t h e r  s t a t e  
and t h a t  i s  e i t h e r  l i c e n s e d  o r  s p e c i f i c a l l y  exempt f r o m  the  
l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;  o r

( i i i )  an e n t i t y  t h a t  i s  d e s i g n a t e d  by t h e  D e p a r t ­
ment o f  H e a l t h  and S o c i a l  S e r v i c e s  as an o r g a n i z a t i o n a l  u n i t  
i n  a g e o g r a p h i c a l  a r e a  t o  r e c e i v e  fu n d s  u n d e r  AS 4 7 . 3 0 . 5 2 0  - 
4 7 . 3 0 . 6 2 0 ;  and

(B )  by one o r  more o f  th e  f o l l o w i n g :
( i )  a p s y c h i a t r i s t  who i s  l i c e n s e d  as a p h y s i c i a n  

i n  t h e  s t a t e  and c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,
i n  p s y c h i a t r y  by  t h e  Am e r ic an  B oa rd  o f  P s y c h i a t r y  and Neu­
r o l o g y ;

( i i )  a p h y s i c i a n  who i s  emp lo yed  by  t h e  f e d e r a l  
g ove rnmen t  i n  t h e  s t a t e  and c e r t i f i e d  o r  e l i g i b l e  f o r  c e r t i ­
f i c a t i o n  i n  p s y c h i a t r y  by  t h e  Amer ic an  B o a rd  o f  P s y c h i a t r y  
and N e u r o l o g y ;

( i i i )  a p s y c h o l o g i s t  l i c e n s e d  u n d e r  AS 0 8 . 8 6 ;
( i v )  a p e r s o n  who w o rk s  u n d e r  t h e  s u p e r v i s i o n  o f  

one o r  more l i c e n s e d  m e n t a l  h e a l t h  c a r e  p r o v i d e r s  l i c e n s e d  
i n  t h e  s t a t e  and has  a m a s t e r s  o r  d o c t o r a l  d e g r e e  i n  p s y ­
c h o l o g y ,  n u r s i n g ,  o r  s o c i a l  w o r k ,  and i s  emp loyed  by  th e
same h e a l t h  c a r e  f a c i l i t y  p r o v i d i n g  t r e a tm e n t ;  o r

( v )  a c l i n i c a l  s o c i a l  w o r k e r  who i s  l i c e n s e d  o r  
c e r t i f i e d  as a c l i n i c a l  s o c i a l  w o r k e r  by a s t a t e  o r  c e r ­
t i f i e d  by a n a t i o n a l  p r o f e s s i o n a l  o r g a n i z a t i o n  o f f e r i n g  
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c e r t i f i c a t i o n  o f  c l i n i c a l  s o c i a l  w o r k e r s .
*  S e c .  2 .  AS 2 1 . 3 6 . 0 9 0 ( d )  i s  amended t o  r e a d :

( d )  E xc ep t  t o  t h e  e x t e n t  n e c e s s a r y  t o  comp ly  w i t h  AS 2 1 . 4 2 . 3 6 5 ,  
a [A] p e r s o n  may n o t  p r a c t i c e  o r  p e rm i t  u n f a i r  d i s c r i m i n a t i o n  a g a i n s t  
a p e r s o n  who p r o v i d e s  a s e r v i c e  c o v e r e d  u n d e r  a g r ou p  d i s a b i l i t y  
p o l i c y  t h a t  e x t e n d s  c o v e r a g e  on an e xp en se  i n c u r r e d  b a s i s ,  o r  u n d e r  a 
g r ou p  s e r v i c e  o r  i n d em n i t y  t y p e  c o n t r a c t  i s s u e d  b y  a n o n p r o f i t  c o r p o ­
r a t i o n ,  i f  t h e  s e r v i c e  i s  w i t h i n  t h e  sc ope  o f  t h e  p r o v i d e r ' s  o c cu p a ­
t i o n a l  l i c e n ^ o .  I n  t h i s  s u b s e c t i o n ,  " p r o v i d e r "  means a s t a t e  l i c e n s e d  
p h y s i c i a n ,  d e n t i s t ,  o s t e o p a t h ,  o p t o m e t r i s t ,  c h i r o p r a c t o r ,  o r  n u r s e  
m id w i f e ,  n a t u r o p a t h ,  p h y s i c a l  t h e r a p i s t ,  o r  o c c u p a t i o n a l  t h e r a p i s t .

*  S ec .  3 .  AS 2 1 . 8 7 . 3 4 0  i s  amended t o  r e a d :
S ec .  2 1 . 8 7 . 3 4 0 .  OTHER PROVISIONS APPLICABLE. I n  a d d i t i o n  t o  th e  

p r o v i s i o n s  c o n t a i n e d  o r  r e f e r r e d  t o  p r e v i o u s l y  i n  t h i s  c h a p t e r ,  th e  
f o l l o w i n g  c h a p t e r s  and p r o v i s i o n s  o f  t h i s  t i t l e  a l s o  a p p l y  w i t h  r e ­
s p e c t  t o  s e r v i c e  c o r p o r a t i o n s  t o  t h e  e x t e n t  a p p l i c a b l e  and n o t  i n  
c o n f l i c t  w i t h  t h e  e x p r e s s  p r o v i s i o n s  o f  t h i s  c h a p t e r  and t h e  r e a s o n ­
a b l e  im p l i c a t i o n s  o f  t h e  e x p r e s s  p r o v i s i o n s ,  and f o r  t h e  p u r p o s e s  o f  
t h e  a p p l i c a t i o n  th e  c o r p o r a t i o n s  s h a l l  be c o n s i d e r e d  t o  be m u tu a l  
" i n s u r e r s " :

( 1 ) AS 2 1 . 0 3
( 2 ) AS 2 1 . 0 6
( 3 ) AS 2 1 . 0 9 ,  e x c e p t  AS 2 1 . 0 9 . 0 9 0
( 4 ) AS 2 1 . 1 8 . 0 1 0
( 5 ) AS 2 1 . 1 8 . 0 3 0
( 6 ) AS 2 1 . 1 8 . 0 4 0
( 7 ) AS 2 1 . 1 8 . 1 2 0
( 8 ) AS 2 1 . 2 1 . 3 2 1
( 9 ) AS 2 1 . 3 6

- 5 -  H C S  C S S B  6 7  (H E S S '*



* WORK D R A F T WORK D R A F T

■••; \r--r '• - •. • - • ,■

WORK DRAFT

10

11

12
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15
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23
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2 8  

29

( 1 0 )  AS 2 1 . 6 9 . 4 0 0
( 1 1 )  AS 2 1 . 6 9 . 5 2 0
( 1 2 )  AS 2 1 . 6 9 . 6 0 0 ,  2 1 . 6 9 . 6 2 0 ,  and 2 1 . 6 9 . 6 3 0
( 1 3 )  AS 2 1 . 7 8
( 1 4 )  AS 2 1 . 9 0
( 1 5 )  AS 2 1 . 4 2 . 3 4 5  -  2 1 . 4 2 . 3 6 5  [AS 2 1 . 4 2 . 3 4 5  AND 2 1 . 4 2 . 3 5 5 ]
( 1 6 )  AS 2 1 . 8 9 . 0 4 0
( 1 7 )  AS 2 1 . 8 9 . 0 6 0 .

*  Sec .  4 .  AS 2 1 . 4 2 . 3 6 5 ,  e n a c t e d  b y  s e c .  1 o f  t h i s  A c t ,  a p p l i e s  t o  g roup  
d i s a b i l i t y  i n s u r a n c e  p o l i c i e s  and h o s p i t a l  o r  m e d i c a l  s e r v i c e  s u b s c r i *  „ r  
c o n t r a c t s  e n t e r e d  i n t o  o r  renewed a f t e r  J a n u a r y  1 ,  1 9 8 9 .
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Public Employees Retirement System
! \ Teachers Retirement System 

Judicial Retirement System 
E'ected Public Officers Retirement System 

National Guard Retirement System 
Territorial Retirement System

Retirees Voluntary Dental-Vision Audio Plan
DEPARTMENT OF ADMINISTRATION Supplemental Benefits System 

Group f-'iaith/Life insurance Benefits 
Deterred Compensation PlanDIVISION OF RET'REMENT & BENEFITS 

PLEASE REPLY TO: Public Employers Social Security Contributions

□  P.O.BOX CR
JUNEAU. ALASKA 99811-0203 
PHONE: (907)465-4460

□  2600 DENALI ST. SUITE 401
ANCHORAGE. ALASKA 99503-2740 
PHONE: (907) 277-7504

S T E V E  C O W P E R , G O V E R N O R

February 8, 1988

The Honorable N iilo Koponen 
The Honorable Johnny E llis  Co-Chairmen
House Health, Education,

Social Services Committee 
P.O. Box V 
Juneau, AK S9811
Dear Messrs. Koponen and E llis :

The purpose of this le tte r is to provide you an analysis o f the fisca l impact of CSSB 67 (HESS). The present version of the b i l l would have no 
fisca l impact on the cost o f health insurance fo r the state. Our analysis 
indicates that insurers would be required to o ffe r the option to receive the minimum level of coverage fo r treatment of a mental or nervous condition.
I t  is our understanding that an employer, as policyholder o f a group plan, could elect this option fo r covered employees. Employees in a group plan could not make this election on an individual basis.
The State of Alaska now provides mental health coverage fo r a l l e lig ib le  employees. The level of this coverage is somewhat less than that provided fo r in the b i l l in an e ffo rt fo r cost containment in the plan. Health insurance benefits are determined at the bargaining table and may not be 
changed as a result o f this b i l l .
Please le t me know i f  you have any questions regarding this matter or should you require further information.

Re: CSSB 67 (HESS)

Sincerely,

Robert F. Stalnaker 
Acting Director

RFS/MBC/cam/III

02-B4LH Note: Please Include Your Social Security Number In All Correspondence & Requests Concerning Your Benefits.
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DEPARTMENT OF ADMINISTRATION
DIVISION OF RETIREMENT & JENEFITS 
PLEASE REPLY TO:

Public Employees' Retiromonl System 
Teacheis’ Recrement System 

Judicial Retirement System 
Elected Public Officers Retirement System 

National Guard Retirement System 
Territorial Retirement System 

Retirees Voluntary Dentai Vision-Audio Plan 
Supplement! Benefits System 

Group Health/Life Insurance Benefits 
Defe. ed Compensation Plan 

Public Employers Social Security Contributions

□  P.O.BOX CR
JUNEAU, ALASKA 99811-0203 
PHONE: (907)465-4460

□  2600 DENALI ST. SUITE 401
ANCHORAGE, ALASKA 99503-2740 
PHONE: (907) 277-7504

STEVE COWPER; GOVERNOR

February 8, 1988

The Honorable N iilo Koponen 
The Honorable Johnny E llis  Co-Chairmen
House Health, Education,

Social Services Committee P.O. Box V 
Juneau, AK 99811
Dear Messrs. Koponen and E llis :

Re: CSSB 67 (HESS)
The purpose of this le tte r is to provide you an analysis of the fisca l impact of CSSB 67 (HESS). The present version of the b i l l would have no 
fisca l impact on the cost of health insurance fo r the state. Our analysis 
indicates that insurers would be required to o ffe r the option to receive the minimum level o f coverage fo r treatment o f a mental or nervous condition.
I t  is our understanding that an employer, as policyholder o f a group plan,could elect this option fo r covered employees. Employees in a group plancould not make this election on an individual basis.
The State o f Alaska now provides mental health coverage fo r a l l e lig ib le  employees. The level of this coverage is somewhat less than that provided fo r in the b i l l in an e ffo rt fo r cost containment in the plan. Health 
insurance benefits are determined at the bargaining table and may not be changed as a resu lt o f this b i l l .
Please le t  me know i f  you have any questions regarding this matter orshould you require further information.

Sincerely,

Robert F. Stalnaker Acting Director
RFS/MBC/cam/III

02-B4LH Note: Please Include Your Social Security Number In All Correspondence & Requests Concerning Your Benefits.
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IN  TH E SE N A T E

HOUSE CS FOR CS FOR SENATE B IL L  NC. 67  ( )
IN  THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE -  SECOND SESSION

A B IL L
F o r  an Ac t  e n t i t l e d :  "An Ac t  r e l a t i n g  t o  i n s u r a n c e  c o v e r a g e  f o r  t h e  t r e a t ­

ment o f  a m e n t a l  o r  n e r v o u s  c o n d i t i o n ;  and p r o v i d i n g
f o r  an e f f e c t i v e  d a t e . "

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*  S e c t i o n  1 .  AS 2 1 . 4 2  i s  amended by  a d d in g  a new s e c t i o n  t o  r e a d :

S ec .  2 1 . 4 2 . 3 6 5 .  COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS
CONDITION. ( a )  An i n s u r e r  a u t h o r i z e d  u n d e r  AS 2 1 . 0 9  t o  o f f e r ,  i s s u e  
f o r  d e l i v e r y ,  d e l i v e r ,  o r  renew a g roup  d i s a b i l i t y  i n s u r a n c e  p o l i c y  
f o r  m a j o r  m e d i c a l  c o v e r a g e  on an e x p e n s e - i n c u r r e d  b a s i s  i n  t h e  s t a t e ,  
o r  a h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n  a u t h o r i z e d  u n d e r  AS 2 1 . 8 7  
t o  o f f e r  o r  renew a g roup  c o n t r a c t  f o r  m a j o r  m e d i c a l  c o v e r a g e  i n  th e  
s t a t e ,  s h a l l  o f f e r  t h e  i n s u r e d  o r  s u b s c r i b e r  t h e  f o l l o w i n g  c o v e r a g e  
f o r  t r e a tm e n t  o f  a m e n t a l  o r  n e r v o u s  c o n d i t i o n  o f  t h e  i n s u r e d ,  su b ­
s c r i b e r ,  o r  o t h e r  p e r s o n  c o v e r e d  by  th e  p o l i c y  o r  c o n t r a c t :

( 1 )  45 days a y e a r  o f  i n p a t i e n t  t r e a tm e n t  f o r  each  c o v e r e d
i n d j / i d u a l ;

( 2 )  a t o t a l  o f  50 h o u r s  o f  o u t p a t i e n t  t r e a tm e n t  o r  o f f i c e  
v i s i t s  a y e a r  f o r  each  c o v e r e d  i n d i v i d u a l .

( b )  The i r  ; u r e r  o r  s e r v i c e  c o r p o r a t i o n  p r o v i d i n g  c o v e r a g e  und e r  
t h i s  s e c t i o n  may impose r e a s o n a b l e  c o n t r a c t  l i m i t a t i o n s  b u t  may n o t
r e q u i r e  t h a t  t h e  i n s u r e d  o r  s u b s c r i b e r  p a y  a h i g h e r  d e d u c t i b l e  o r
co -p aymen t  f o r  t h e  c o s t  o f  t r e a t i n g  a m e n t a l  o r  n e r v o u s  c o n d i t i o n  t h an  
f o r  t h e  c o s t  o f  t r e a t i n g  a n o t h e r  c o n d i t i o n  o r  i l l n e s s .

( c )  I n  t h i s  s e c t i o n
- 1 -  H C S  C S S B  6 7 (  )
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( 1 )  " c o n s u l t i n g  r e l a t i o n s h i p "  means a r e l a t i o n s h i p  t h a t  
i n v o l v e s  r e v i e w  o f  t r e a tm e n t  p l a n s  and g o a l s  and i n - p e r s o n  p a t i e n t  
c o n t a c t  on a t  l e a s t  a q u a r t e r l y  b a s i s ;

( 2 )  " c o - p a ym en t "  means t h e  p o r t i o n  o f  t h e  c o s t  i n  e x c e s s  o f
th e  d e d u c t i b l e  p o r t i o n  t o  be p a i d  by  th e  i n s u r e d  o r  s u b s c r i b e r ;

( 3 )  " c o s t "  means t h e  l e s s e r  o f  t h e  f o l l o w i n g :
(A ) t h e  a c t u a l  c h a rg e  f o r  t h e  t r e a tm e n t  r e c e i v e d  f o r  a

m e n t a l  o r  n e r v o u s  c o n d i t i o n ;  o r
(B )  t h e  u s u a l ,  c u s t o m a r y ,  and r e a s o n a b l e  c h a r g e  f o r  

th e  t r e a tm e n t  as  d e t e rm in e d  by t h e  c o n t r a c t  o f  c o v e r a g e ;
( 4 )  " d e d u c t i b l e "  means t h e  p o r t i o n  o f  c o v e r e d  c o s t s  t h a t  

must be i n c u r r e d  b e f o r e  b e n e f i t s  become p a y a b l e ;
( 5 )  " i n p a t i e n t  t r e a tm e n t "  means t r e a tm e n t  o f  a h o s p i t a l

r e g i s t e r e d  bed p a t i e n t  f o r  whom th e  h o s p i t a l  makes a d a i l y  room  ch a rg e  
i n

(A ) a g e n e r a l  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d  u nd e r  
AS 1 8 . 2 0  o r  l o c a t e d  and l i c e n s e d  i n  a n o t h e r  s t a t e ;

(B )  a p s y c h i a t r i c  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d
und e r  AS 1 8 . 2 0  o r  l o c a t e d  and l i c e n s e d  i n  a n o t h e r  s t a t e ;  o r

(C )  a h o s p i t a l  t h a t  i s  l o c a t e d  i n
( i )  t h e  s t a t e  and s p e c i f i c a l l y  exempt u nd e r

AS 1 8 . 2 0 . 0 2 0  f r om  th e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;
o r

( i i )  a n o t h e r  s t a t e  and s p e c i f i c a l l y  exempt f r om
th e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;
( 6 )  "m a j o r  m e d i c a l  c o v e r a g e "  means a d i s a b i l i t y  i n s u r a n c e  

c o n t r a c t ,  o r  a s u b s c r i b e r  c o n t r a c t ,  t h a t  p r o v i d e s  b e n e f i t s  f o r  h o s p i ­
t a l  and m e d i c a l  c a r e  w i t h  p o t e n t i a l  l i f e t i m e  maximum b e n e f i t s  f o r  t h e  
i n s u r e d  o r  s u b s c r i b e r  o f  a t  l e a s t  $ 1 0 , 0 0 0 ;
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( 7 )  "m e n t a l  o r  n e r v o u s  c o n d i t i o n "  means a m e n t a l  d i s o r d e r  
i d e n t i f i e d  i n

(A ) t h e  m os t  c u r r e n t  e d i t i o n  o f  t h e  D i a g n o s t i c  and
S t a t i s t i c a l  Manua l  o f  M en t a l  D i s o r d e r s  p u b l i s h e d  by  t h e  Amer ican  
P s y c h i a t r i c  A s s o c i a t i o n ;  o r

(B )  t h e  m os t  c u r r e n t  e d i t i o n  o f  t h e  1CD-9-CM p u b l i s h e d  
by  t h e  Commiss ion  on P r o f e s s i o n a l  and H o s p i t a l  A c t i v i t i e s ;

( 8 )  " n a t i o n a l  p r o f e s s i o n a l  o r g a n i z a t i o n "  means t h e  N a t i o n a l  
A s s o c i a t i o n  o f  S o c i a l  W o r k e r s ;  t h e  N a t i o n a l  R e g i s t r y  o f  H e a l t h  Care  
P r o v i d e r s ;  and t h e  Am e r ic an  B o a r d  o f  E xam in e r s  i n  c l i n i c a l  s o c i a l  
w o r k ;

( 9 )  " o f f i c e  v i s i t "  means t r e a tm e n t  t h a t  i s  n o t  i n p a t i e n t  
t r e a tm e n t  o r  o u t p a t i e n t  t r e a tm e n t  and t h a t  i s  p r o v i d e d  t h r o u g h  the
p r o f e s s i o n a l  o f f i c e s  o f

(A ) a p s y c h i a t r i s t  who i s  l i c e n s e d  b y  a s t a t e  as a 
p h y s i c i a n  and c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  i n  p s y ­
c h i a t r y  by  t h e  Am e r ic an  B o a rd  o f  P s y c h i a t r y  and N e u r o l o g y ;

(B )  a p h y s i c i a n  who i s  emp loyed  by  t h e  f e d e r a l  g o v e r n ­
ment i n  a s t a t e  and c e r t i f i e d  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n  i n
p s y c h i a t r y  by  t h e  Am e r ic an  B o a rd  o f  P s y c h i a t r y  and N e u r o l o g y ;

(C )  a p s y c h o l o g i s t  o r  p s y c h o l o g i c a l  a s s o c i a t e  l i c e n s e d  
by a s t a t e ;

(D )  a p e r s o n  who w o r k s  i n  a c o n s u l t i n g  r e l a t i o n s h i p  
w i t h  a m e n t a l  h e a l t h  c a r e  p r o v i d e r  l i c e n s e d  by a s t a t e  and has  a 
m a s t e r s  o r  d o c t o r a l  d e g r e e  i n  p s y c h o l o g y ,  n u r s i n g ,  o r  s o c i a l  
w o r k ; o r

(E )  a c l i n i c a l  s o c i a l  w o r k e r  who i s
( i )  l i c e n s e d  o r  c e r t i f i e d  as a c l i n i c a l  s o c i a l  

w o r k e r  by  a s t a t e ;  o r
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( i i )  c e r t i f i e d  by  a n a t i o n a l  p r o f e s s i o n a l  o r g a ­
n i z a t i o n  o f f e r i n g  c e r t i f i c a t i o n  o f  c l i n i c a l  s o c i a l  w o r k e r s ;

( 1 0 )  " o u t p a t i e n t  t r e a tm e n t "  means t r e a tm e n t  t h a t  i s  n o t
i n p a t i e n t  t r e a tm e n t  and t h a t  i s  p r o v i d e d

(A) i n  t h e  o u t p a t i e n t  d epa r tm en t  o f
( i )  a h o s p i t a l  t h a t  i s  l i c e n s e d  u n d e r  AS 1 8 . 2 0  o r  

t h a t  i s  s p e c i f i c a l l y  exempt u nd e r  AS 1 8 . 2 0 . 0 2 0  f r o m  th e  
l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;

( i i )  a h o s p i t a l  t h a t  i s  l o c a t e d  i n  a n o t h e r  s t a t e  
and t h a t  i s  e i t h e r  l i c e n s e d  o r  s p e c i f i c a l l y  exempt f r o m  th e  
l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;  o r

( i i i )  an e n t i t y  t h a t  i s  d e s i g n a t e d  by  t h e  D e p a r t ­
ment o f  H e a l t h  and S o c i a l  S e r v i c e s  as an o r g a n i z a t i o n a l  u n i t  
i n  a g e o g r a p h i c a l  a r e a  t o  r e c e i v e  funds  u n d e r  AS 4 7 . 3 0 . 5 2 0  -  
4 7 . 3 0 . 6 2 0 ;  and

(B )  by one o r  more o f  t h e  f o l l o w i n g :
( i )  a p s y c h i a t r i s t  who i s  l i c e n s e d  by a s t a t e  as 

a p h y s i c i a n  and c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  i n  
p s y c h i a t r y  by t h e  Amer ican  B oa rd  o f  Ps> , h i a t r y  and Neu­
r o l o g y ;

( i i )  a p h y s i c i a n  who i s  emp loyed  by  t h e  f e d e r a l  
g ove rnmen t  i n  a s t a t e  and c e r t i f i e d  o r  e l i g i b l e  f o r  c e r t i ­
f i c a t i o n  i n  p s y c h i a t r y  by  t h e  Amer ican  B oa rd  o f  P s y c h i a t r y  
and N e u r o l o g y ;

( i i i )  a p s y c h o l o g i s t  l i c e n s e d  by a s t a t e ;
( i v )  a p e r s o n  who w o rk s  i n  a c o n s u l t i n g  r e l a t i o n ­

s h i p  w i t h  one o r  more l i c e n s e d  m en t a l  h e a l t h  c a r e  p r o v i d e r s  
l i c e n s e d  b y  a s t a t e  and has  a m a s t e r s  o r  d o c t o r a l  d e g r e e  i n  
p s y c h o l o g y ,  n u r s i n g ,  o r  s o c i a l  w o r k ,  and i s  emp lo yed  by t h e

HCS CSSB 6 7 (  ) - 4 -



W ORK D R A F T W ORK D R A F T W ORK D R A F T

same h e a l t h  c a r e  f a c i l i t y  p r o v i d i n g  t r e a tm e n t ;  o r
( v )  a c l i n i c a l  s o c i a l  w o r k e r  who i s  l i c e n s e d  o r  

c e r t i f i e d  as a c l i n i c a l  s o c i a l  w o r k e r  by a s t a t e  r  c e r ­
t i f i e d  by a n a t i o n a l  p r o f e s s i o n a l  o r g a n i z a t i o n  o f f e r i n g
c e r t i f i c a t i o n  o f  c l i n i c a l  s o c i a l  w o r k e r s .

* S e c .  2 .  AS 2 1 . 4 2 . 3 6 5 ( a )  5s r e p e a l e d  and r e e n a c t e d  t o  r e a d :
( a )  An i n s u r e r  a u t h o r i z e d  u nd e r  AS 2 1 . 0 9  t o  o f f e r ,  i s s u e  f o r  

d e l i v e r y ,  d e l i v e r ,  o r  renew  a g roup  d i s a b i l i t y  i n s u r a n c e  p o l i c y  f o r  
m a j o r  m e d i c a l  c o v e r a g e  on an e x p e n s e - i n c u r r e d  b a s i s  i n  th e  s t a t e ,  o r  a 
h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n  a u t h o r i z e d  u n d e r  AS 2 1 . 8 7  t o  
o f f e r  o r  renew a g roup  c o n t r a c t  f o r  m a j o r  m e d i c a l  c o v e r a g e  i n  th e  
s t a t e ,  must p r o v i d e  t h e  i n s u r e d  o r  s u b s c r i b e r  t h e  f o l l o w i n g  c o v e r a g e  
f o r  t r e a tm e n t  o f  a m e n t a l  o r  n e r v o u s  c o n d i t i o n  o f  t h e  i n s u r e d ,  su b ­
s c r i b e r ,  o r  o t h e r  p e r s o n  c o v e r e d  by  th e  p o l i c y  o r  c o n t r a c t :

( 1 )  A 5 days  a y e a r  o f  i n p a t i e n t  t r e a tm e n t  f o r  each c o v e r e d  
i n d i v i d u a l ;

( 2 )  a t o t a l  o f  50 h o u r s  o f  o u t p a t i e n t  t r e a tm e n t  o r  o f f i c e  
v i s i t s  a y e a r  f o r  each  c o v e r e d  i n d i v i d u a l .

*  S e c .  3 .  AS 2 1 . 3 6 . 0 9 0 ( d )  i s  amended t o  r e a d :
( d )  E xc ep t  t o  t h e  e x t e n t  n e c e s s a r y  t o  comp ly w i t h  AS 2 1 . 4 2 . 3 6 5 ,  

a [A] p e r s o n  may n o t  p r a c t i c e  o r  p e rm i t  u n f a i r  d i s c r im i n a t i o n  a g a i n s t  
a p e r s o n  who p r o v i d e s  a s e r v i c e  c o v e r e d  unde r  a g roup  d i s a b i l i t y  
p o l i c y  t h a t  e x t e n d s  c o v e r a g e  on an expen se  i n c u r r e d  b a s i s ,  o r  u n d e r  a 
g r ou p  s e r v i c e  o r  i n d em n i t y  t y p e  c o n t r a c t  i s s u e d  by a n o n p r o f i t  c o r p o ­
r a t i o n ,  i f  t h e  s e r v i c e  i s  w i t h i n  t h e  sc op e  o f  t h e  p r o v i d e r ' s  o c cu p a ­
t i o n a l  l i c e n s e .  I n  t h i s  s u b s e c t i o n ,  " p r o v i d e r "  means a s t a t e  l i c e n s  ’ 
p h y s i c i a n ,  d e n t i s t ,  o s t e o p a t h ,  o p t o m e t r i s t ,  c h i r o p r a c t o r ,  o r  n u r s e  
m i d w i f e ,  n a t u r o p a t h ,  p h y s i c a l  t h e r a p i s t ,  o r  o c c u p a t i o n a l  t h e r a p i s t .

*  S e c .  A. AS 2 1 . 8 7 . 3 A 0  i s  amended t o  r e a d :
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1 S e c .  2 1 . 8 7 . 3 4 0 .  OTHER PROVISIONS APPLICABLE. I n  a d d i t i o n  t o  th e
2 p r o v i s i o n s  c o n t a i n e d  o r  r e f e r r e d  t o  p r e v i o u s l y  i n  t h i s  c h a p t e r ,  t h e
3 f o l l o w i n g  c h a p t e r s  and p r o v i s i o n s  o f  t h i s  t i t l e  a l s o  a p p l y  w i t h  r e -
4 s p e c t  t o  s e r v i c e  c o r p o r a t i o n s  t o  t h e  e x t e n t  a p p l i c a b l e  and n o t  i n
5 c o n f l i c t  w i t h  t h e  e x p r e s s  p r o v i s i o n s  o f  t h i s  c h a p t e r  and t h e  r e a s o n -
5 a b l e  i m p l i c a t i o n s  o f  t h e  e x p r e s s  p r o v i s i o n s ,  and f o r  t h e  p u r p o s e s  o f
1 t h e  a p p l i c a t i o n  th e  c o r p o r a t i o n s  s h a l l  be c o n s i d e r e d  t o  be m u tu a l
3 " i n s u r e r s " :
9 ( 1 ) AS 2 1 . 0 3

10 ( 2 ) AS 2 1 . 0 6
11 ( 3 ) AS 2 1 . 0 9 ,  e x c e p t  AS 2 1 . 0 9 . 0 9 0
12 ( 4 ) AS 2 1 . 1 8 . 0 1 0
13 ( 5 ) AS 2 1 . 1 8 . 0 3 0
14 ( 6 ) AS 2 1 . 1 8 . 0 4 0
15 ( 7 ) AS 2 1 . 1 8 . 1 2 0
16 ( 8 ) AS 2 1 . 2 1 . 3 2 1
17 ( 9 ) AS 2 1 . 3 6
18 ( 1 0 ) AS 2 1 . 6 9 . 4 0 0
19 ( 1 1 ) AS 2 1 . 6 9 . 5 2 0
20 ( 1 2 ) AS 2 1 . 6 9 . 6 0 0 ,  2 1 . 6 9 . 6 2 0 ,  and 2 1 . 6 9 . 6 3 0
21 ( 1 3 ) AS 2 1 . 7 8
22 ( 1 4 ) AS 2 1 . 9 0
23 ( 1 5 ) AS 2 1 . 4 2 . 3 4 5  -  2 1 . 4 2 . 3 6 5  [AS 2 1 . 4 2 . 3 4 5  AND 2 1 . 4 2 . 3 5 5 1
24 ( 1 6 ) AS 2 1 . 8 9 . 0 4 0
25 ( 1 7 ) AS 2 1 . 8 9 . 0 6 0 .
26 *  S ec .  5 . AS 21 . 4 2 . 3 6 5 ,  as e n a c t e d  by  s e c .  1 o f  t h i s  A c t , a p p l i e s  t o
27 g roup  d i s a b i l i t y  i n s u r a n c e  p o l i c i e s  and h o s p i t a l  o r  m e d i c a l  s e r v i c e  sub ­
28 s c r i b e r  c o n t r a c t s  e n t e r e d  i n t o  o r  renewed on o r  a f t e r  J a r u a r y  1, 1 9 8 9 .
29 *  S e c .  6 . AS 2 1 . 4 2 . 3 6 5 ,  as amended by s e c .  2 o f  t h i s  A c t , a p p l i e s  t o
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g roup  d i s a b i l i t y  i n s u r a n c e  p o l i c i e s  and h o s p i t a l  o r  m e d i c a l  s e r v i c e  su b ­
s c r i b e r  c o n t r a c t s  e n t e r e d  i n t o  o r  renewed on o r  a f t e r  J a n u a r y  1,  1 9 9 0 .

*  S ec .  7 .  S e c t i o n  2 o f  t h i s  Act t a k e s  e f f e c t  J a n u a r y  1, 1 990 .
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Blue Cross.
o f Washington and A laska

15700 Dayton Avenue North/P. O. 8ox 327 
Seattle, Washington 98111 0327 
206/361-3000

B LU E C R O SS O F W A SH IN G TO N  AND A L A SK A  
P R O P O S E D  2 / 1 6 / 8 8  AMENDMENT TO 

1 9 8 8  A LA SK A  H C S C S S B  N O . 6 7

S e c t i o n  2 1 . 4 2 . 3 6 5 ( c ) ( 2 )  s h o u l d  b e  a m e n d e d  t o  r e a d  a s  f o l l o w s :

( 2 )  " c o s t "  m e a n s  t h e  l e s s e r  o f  t h e  f o l l o w i n g

( a )  t h e  a c t u a l  c h a r g e  f o r  t h e  t r e a t m e n t  r e c e i v e d  f o r  a  m e n ­
t a l  o r  n e r v o u s  c o n d i t i o n ;  o r

( b )  t h e  u s u a l ,  c u s t o m a r y  a n d  r e a s o n a b l e  c h a r g e  f o r  t h e  
t r e a t m e n t  a s  d e t e r m i n e d  b y  t h e  c o n t r a c t  o f  c o v e r a g e ;  o r

( c )  t h e  c h a r g e  a g r e e d  t o  b v  c o n t r a c t  b e t w e e n  t h e  p r o v i d e r  
a n d  t h e  t h i r d  p a r t y  p a v o r ;



INSURANCE POLICIES 743.567

743.540 Application and certificate* 
not required, blanket health Insurance pol­
icies. An individual application need not be 
required from a person insured under a blanket 
health insurance policy, nor shall it be necessary 
for the insurer to furnish each person a certifi- 
cat*. |tM7cJ49 5467!

743.543 Facility of payment, blanket 
health insurance policies. All benefits under 
a blanket health insurance policy shall be payable 
to the person insured, or to the designated benefi­
ciary or beneficiaries of the person, or to the 
estate of the person, except that if the person 
insured is a minor or otherwise not competent to 
give a valid release, such benefits may be made 
payable to the parent, guardian or other person 
actually supporting the person. However, the 
policy may provide that all or a portion of any 
indemnities provided by such policy on account 
of hospital, nursing, medical or surgical services 
may, at the option of the insurer and unless the 
insured requests otherwise in writing not later 
than the time of filing proofs of such loss, be paid 
directly to the hospital or person rendering such 
services; but the policy may not require that the 
services be rendered by a particular hospital or 
person. Payment so made shall discharge the 
obligation of the insurer with respect to the 
amount of insurance so paid. 11967 c.359 !<68|

743.646 Policy form approval, blanket 
health insurance. The commissioner may 
exempt from the policy form filing and approval 
requirements of ORS 743.006, for so long as the 
commissioner deems proper, any blanket health 
insurance policy to which in the opinion of the 
commissioner such requirements may not prac­
ticably be applied, or may dispense with such 
filing and approval whenever, in the opinion of 
the commissioner, it is not desirable or necessary 
for the protection of the public. 11967 c.3591469)

743.549 Restriction on reduction of 
benefits provisions in group and blanket 
health policies. No group or blanket health 
insurance policy providing hospital, medical or 
surgical expense benefits, and which contains a 
provision for the reduction of benefits otherwise 
payable thereunder on the basis of other existing 
coverages, shall provide that such reduction will 
operate to reduce total benefits payable below an 
amount equal to 100 percent of total allowable 
expenses. [1973 c.H312)

743.552 Guidelines for application of 
ORS 743.549. The commissioner shall by rule 
establish guidelines for the application of ORS 
743.549, including;

(1) The procedures by which persons insured 
under such policies are to be made aware of the 
existence of such a provision;

(2) The benefits which may be subject to such 
a provision;

(3) The effect of such a provision on the 
benefits provided;

(4) Establishment of the order of benefit 
determination; and

(5) Reasonable claim administration pro­
cedures to expedite claim payments under such a 
provision which shall include a time limit of 14 
days beyond which the insurer shall not delay 
payment of a claim by reason of the application of 
coordination of benefits provision. (1973 c.14313)

743.555 Application of ORS 743.549 
and 743.552. ORS 743.549 and 743.552 shall 
apply to any group or blanket health insurance 
policy containing a provisioh described in ORS
743.549 which is iisued more than 90 days after 
June 26,1973. Policies which are in existence 90 
days after June 26, 1973, shall be brought into 
compliance on the next anniversary date, renewal 
date or the expiration date of the applicable 
collectively bargained contract, if any, whichever 
date is latest. (I973c.i43 HI

743.567 Group health insurance cover­
age for treatment for chemical dependency 
Including alcoholism; limitation on deduct­
ibles and coinsurance; eligible treatments 
and programs; allowable limits on pay­
ments; cost containment. A group health 
insurance policy providing coverage for hospital 
or medical expenses shall provide coverage for 
expenses arising from treatment for chemical 
dependency including alcoholism. The following 
conditions apply to the requirement for such 
coverage:

(1) The coverage may be made subject to 
provisions of the policy that apply to other bene­
fits under the policy, including but not limited to 
provisions relating to deductibles and coin­
surance. Deductibles and coinsuiance for treat­
ment in health facilities or residential facilities 
shall be no greater than those under the policy for 
expenses of hospitalization in the treatment of 
illness. Deductibles and coinsurance for outpa­
tient treatment shall be no greater than those 
under the policy for expenses of outpatient treat­
ment of illness.

(2) Treatment shall include treatment pro­
vided in health facilities, residential facilities or 
outpatient services, as defined in ORS 430.010, 
within the limits specified in this section. Not­
withstanding the limits for particular types of
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services specified in subsections (6) to (8) of this 
section, a policy may limit the total of payments 
Tor all treatment of any kind under this section 
for chemical dependency including alcoholism, 
together with payments for all treatment of any 
kind under ORS 743.558 for mental or nervous 
conditions, to 16,000 in any 24-consecutive 
month period, except as otherwise provided in 
ORS 743.558. For personB requesting, in any 24- 
consecutive month period, payments for treat­
ment of any kind for chemical dependency 
including alcoholism, but not requesting pay­
ments for treatment of any kind of mental or 
nervous conditions, a policy may limit the total of 
payments for all treatment to $6,000 in that 24- 
consecutive month neriod.

(3) Subject to the provisions of ORS 743.123,
743.128 and 743.135, programs in which staff are 
directly supervised by a medical or osteopathic 
physician licensed by the Board of Medical 
Examiners for the State of Oregon as provided 
under ORS 677.010 to 677.450; a psychologist 
licensed by the State Board of Psychologist 
Examiners as provided under ORS 675.010 to 
675.150; a nurse pmctitioner registered by the 
Oregon State Boarid of Nursing as provided under 
ORS 678.010 to 678.410; or a clinical social 
worker registered by the State Board of Clinical 
Social Workers as provided under ORS 675.510 
to 675.610, and programs in which individual 
client treatment plans are approved by a medical 
or osteopathic physician licensed by the Board of 
Medical Examiners for the State of Oregon as 
provided under ORS 677.010 to 677.450; a psy­
chologist licenced by the State Board of Psychol­
ogist Examiners as provided under ORS 675.010 
to 675.150; a nurse practitioner registered by the 
Oregon State Board of Nursing as provided under 
ORS 678.010 to 678.410; or a clinical social 
worker registered by the State Board of Clinical 
Social Workers as provided under ORS 675.510 
to 675.610, shall be eligible to receive payments 
for treatment. In addition, an insurer or insurers 
and the Mental Health Division may mutually 
develop agreements, standards and procedures 
through which Mental Health Division approved 
programs with alternative arrangements for 
supervision or for review of treatment plan3 may 
become qualified to receive payments for treat­
ment.

(4) Chemical dependency, for purposes of 
this section, refers to the addictive relationship 
an individual may have with any drug or alcohol 
agent. This dependency may be characterized by 
either a physical or psychological relationsnip, or 
both, to the extent that it interferes with the 
individual's social, psychological or physical

adjustment to common problems on a daily basis. 
For purposes of this section, chemical depen­
dency does not include addiction to, or depen­
dency on, tobacco, tobacco products or foods.

(5) Payments shall not be made under this 
section for educational programs to which drink­
ing drivers are referred by the judicial system, nor 
for volunteer mutual support groups.

(6) Except as permitted by subsections (1) 
and (2) of this Bection, the policy shall not limit 
payments for inpatient care and treatment in 
hospitals and other health facilities thereunder 
for chemical dependency including alcoholism to 
an amount less than $4,500 in any 24-consecutive 
month period.

(7) Except as permitted by subsections (1) 
and (2) of this section, in the case of benefits for 
care and treatment in residential facilities for 
chemical dependency including alcoholism, the 
policy shall not limit payments to an amount less 
than $3,000 in any 24-consecutive month period. 
Within this dollar limit, payments shall be made 
for either full-day, supervised, residential treat­
ment and care, or for part-day treatment on an 
organized, formal, regularly scheduled basis con­
sisting of at least four hours of structured treat­
ment per day, for at least four days each week. ( 
Payments for part-day treatment on a less inten­
sive schedule shall be made within the dollar limit 
for outpatient payments.

(8) Except as permitted by subsections (1) 
and (2) of this section, in the case of benefits for 
outpatient services, the policy shall not limit 
payments to an amount less than $1,500 in any 
24-consecutive month period. If so specified in 
the policy, outpatient coverage may inci tde fol­
low-up in-home service associated with any 
health facility, residential or outpatient services. 
The policy may limit coverage for such service to 
persons who have properly completed their initial 
health facility, residential or outpatient treat­
ment and did not terminate that initial treatment 
against advice. The policy may also limit cover­
age for in-home service by defining the ciicum- 
stances of need under which payment will or will 
not be made.

(9) Under ORS 430.315, the Legislative 
Assembly has found that health care cost con­
tainment is necessary and intends to encourage 
insurance policies designed to achieve cost con­
tainment by assuring that reimbursement is lim­
ited to appropriate utilization under criteria 
incorporated into such policies, either directly or 
by reference.

(10) A group health insurance policy may 
provide, with respect to treatment for chemical
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dependency including alcoholism, that any one or 
more of the following coat containment methods 
shall be in effect and the method or methods used 
by an insurer in one part of the state may be 
different from the method or methods used by 
that insurer in another part of the state:

(a) Proportion of coinsurance required for 
treatment in residential facilities, outpatient 
services, or both, less than the proportion of 
coinsurance required for treatment in health 
facilities.

(b) Subject to the patient or client confiden­
tiality provisions of ORS 40.235 relating to physi­
cians, ORS 40.240 relating to nurse practitioners, 
ORS 40.230 relating to psychologists and ORS
40.250 and 675.580 relating to eocial workers, 
review, for level of treatment, of admissions and 
continued Bfsys for treatment in health facilities 
or in both health facilities and residential facili­
ties or in health facilities, residential facilities 
and GJtpatient services by either insurer staff, 
personnel under contract to the insurer, or by a 
utilization review contractor, who shall have the 
power to certify for or deny level of payment. This 
review shaU be made according to criteria made 
available to providers in advance. Review shall be 
performed by a medical or osteopathic physician 
licensed by the Board of Medical Examiners for 
the State of Oregon as provided under ORS
677.010 to 677.450; a psychologist licensed by the 
State Board of Psychologist Examiners as pro­
vided under ORS 675.010 to 675.150; a nurse 
practitioner registered by the Oregon State Board 
of Nursing as provided under ORS 078.010 to 
678.410; or a clinical social worker registered by 
the State Board of Clinical Social Workers as 
provided under ORS 675.510 to 675.610, with 
physician consultation readily available. Review 
shall be on a post-admission basis rather than by 
mandatory prior approval, although policy hold­
ers or persons acting on their behalf shall be 
encouraged to make advance inquiries when fea­
sible. An appeals process shall be provided. An 
insurer may choose to review all providers on a 
sampling or audit basis only; or to review, on a 
less frequent basis, those providers who consis­
tently supply full documentation, consistent with 
confidentiality statutes, on each case, in a timely 
fashion, to the insurer.

(11) For purposes of paragraph (b) of subsec­
tion (10) of this section, a utilization review 
contractor is a professional standards review 
organization, foundation for medical care or sim­
ilar entity which, under contract with an insur­
ance carrier, performs certification of 
reimbursability of level of treatment for admis­
sions and maintained stays in treatment pro­
grams, facilities or services.

(12) For purposes of paragraph (b) of subsec­
tion (10) of this section, when implemented 
through an insurance contract, reimbursability of 
treatment at the health facility level of treatment, 
as defined in ORS 430.010, requires demonstra­
tion that medical circumstances require 24-hour 
nursing care, or physician or nurze assessment, 
treatment or supervision that cannot be readily 
made available on an outpatient basis, or in:

(a) The current living situation;
(b) An alternative, nontreatment living situa­

tion; or
(c) An alternative residential facility.
(13) For purposes of paragraph (b) of subsec­

tion (10) of this section, when implemented 
through an insurance contract, reimbursability of 
treatment at the residential facility level of treat­
ment, as defined in ORS 430.010 and under 
subsection (7) of this section, shall require dem­
onstration that outpatient services, as defined in 
ORS 430.010 and under subsection (7) of this 
section, if appropriate and less costly than resi­
dential facility services:

(a) Are not presently appropriate and avail­
able;

(b) Cannot be readily and timely made avail­
able; and

(c) Cannot meet documented needs for non­
medical supervision, protection, assistance and 
treatment, either in the current living situation 
or in a readily and timely available alternative, 
nontreatment living situation, taking into 
account the extent of both the available positive 
support and existing negative influences in the 
occupational, social and living situations; risks to 
self or others; and readiness to participate consis­
tently in treatment.

(14) For purposes of paragraph (b) of subsec­
tion (10) of this section, reimbursability of treat­
ment at the level for outpatient facility, service or 
program, as defined in ORS 430.010 and under 
subsections (7) and (8) of this section, shall 
require demonstration that treatment is justified, 
considering the individual’s history, and the cur­
rent medical, occupational, social and psychologi­
cal situation, and the overall prognosis. |t97Sc.689 
12:1977 c.632 13:1981 c.319 12:1983 c.601 15)

Note: Sm  nolt under 743.558.
743.658 Group health insurance cover­

age for mental or nervous conditions; lim­
itation on deductibles and coinsurance; 
eligible treatments and programs; allowa­
ble limits on payments; cost containment. 
Every insurer offering group health insurance
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benefit* a hell provide benefits for expense arising 
from mental or nervous conditions that meet the 
following requirements:

(1) The coverage may be made subject to 
provisions of the policy that apply to other bene­
fits under the policy, including but not limited to 
provisions relating to deductibles and coin­
surance. Deductibles and coinsurance for treat­
ment in health facilities or residential facilities 
shall be no greater than those under the policy for 
expenses of hospitalization in the treatment of 
illness. Deductibles and coinsurance for outpa­
tient treatment shall be no greater than those 
under the policy for expenses of outpatient treat­
ment of illness.

(2) Treatment shall include treatment pro­
vided in (health facilities,'’residential facilities or

3 outpatient services, as defined in ORS 430.010 
within the limit' specified in this section. Not­
withstanding the limit* for particular types of 
services specified in subsections (4) to (6) of this 
section, a policy may limit the total of payments 
for all treatment of any kind under ORS 743.557 
for chemical dependency including alcoholism, 
together with payment* for all treatment of any 
kind under this section for mental or nervous 
conditions, to 56,000 in any 24-consecutive 
month period, except as otherwise provided in 
this section. However, for person requesting, in 
any 24-consecutive month period, payments for 
treatment of any kind for mental or nervous 
conditions, but not requesting payments for 
treatment of any kind for chemical dependency 
including alcoholism, a policy may not limit the 
total of payment* for all treatment to less than 
$9,000 in that 24-consecutive month period.

(3) Subject to the provisions of ORS 743.123,
743.128 and 743.135, programs in which staff are 
directly supervised by a medical or osteopathic 
physician licensed by the Board of Medical 
Examiners for the State of Oregon as provided 
under ORS 677.010 to 677.450; a psychologist 
licensed by the State Board of Psychologist 
Examiners as provided under ORS 675.010 to 
675.150; a nurse practitioner registered by the 
Oregon State Board of Nursing as provided under 
ORS 678.010 to 678.410; or a clinical social 
worker registered by the State Board of Clinical 
Social Workers as provided under ORS 675.510 
to 675.610, and programs in which individual 
client treatment plans are approved by a medical 
or osteopathic physician licensed by the Board of 
Medical Examiners for the State of Oregon as 
provided under ORS 677.010 to 677.450; a psy­
chologist licensed by the State Board of Psychol­
ogist Examiners as provided under ORS 675.010 
to 675.150; a nurse practitioner registered by the

Oregon State Board of Nursing as provided under 
ORS 678.010 to 678.410; or a clinical social 
worker registered by the State Board of Clinical 
Social Workers as provided under ORS 675.510 
to 675.610, shall be eligible to receive payments 
for treatment.

(4) Except as permitted by subsections (I) 
and (2) of this section, the policy shall not limit 
payment* for inpatient care and treatment in 
hospitals and other health facilities thereunder 
for mental or nervous conditions to an amount 
less than $7,600 in any 24-consecutive month 
period, subject to the provisions of subsection (5) 
of this section.

(5) Except as permitted by subsections (1) 
and (2) of this section, in the case of benefits for 
treatment in residential facilities, the policy shall 
not limit payments to an amount less than $3,000 
in any 24-consecutive month period. A policy 
may specify that any payments made under this 
subsection snail directly reduce, dollar for dollar, 
amounts available for payments under subsection
(4) of this section. Within the dollar limit in this 
subsection, payment* shall be made for either 
full-day, supervised, residential treatment and 
care, or for part-day treatment on an organized, 
formal, regularly scheduled basis consisting of at 
least four hours of structured treatment per day, 
for at least four days each week. Payment* for 
part-day treatment on a less intensive schedule 
shall be made within the dollar limit for outpa­
tient payments.

(6) Except as permitted by subsections (1) 
and (2) of this section, in the case of benefits for 
outpatient treatment, the policy shall not limit 
payments to an amount less than $2,000 in any 
24-consecutive month period If so specified in 
the policy, outpatient coverage may include fol­
low-up in-home service associated with any 
health facility, residential or outpatient services. 
The policy may limit coverage for in-home serv­
ice to persons who have properly completed their 
initial health facility, residential or outpatient 
treatment and did not terminate that initial 
treatment against advice. The policy may also 
limit coverage for in-home service by defining the 
circumstances of need under which payment will 
or will not be made.

(7) Under ORS 430.021, the Legislative 
Assembly has found that health care cost con­
tainment is necessary and intends to encourage 
insurance policies designed to achieve cost con­
tainment by assuring that reimbursement is lim­
ited to appropriate utilization under criteria 
incorporated into such policies, either directly or 
by reference.
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(8) A group health insurance policy may 
provide, with respet. to treatment for mental or 
nervous conditions, ,hat any one or more of the 
following cost containment methods shall be in 
effect and the method or methods used by an 
insurer in one part of the state may be different 
from the method or methods used by that insurer 
in another part of the state:

(a) Proportion of coinsurance required for 
treatment in residential facilities, outpatient 
services, or both, less than the proportion of 
coinsurance required for treatment in health 
facilities.

(b) Subject to the patient or client confiden­
tiality provisions of ORS 40.235 relating to physi­
cians. ORS 40.240 relating to nurse practitioners, 
ORS 40.230 relating to psychologists and ORS
40.250 and 675.580 relating to social workers, 
review, for level of treatment of admissions and 
continued stays for treatment in health facilities 
or in both health facilities and residential facili­
ties or in health facilities, residential facilities 
and outpatient service* by either insurer staff, 
personnel under contract to the insurer, or by a 
utilization review contractor, who shall have the 
power to certify for or deny level of payment. This 
review shail be made according to criteria made 
available to providers in advance. Review shall be 
performed by a medical or osteopathic physician 
licensed by the Board of Medical Examiners for 
the State of Oregon as provided under ORS
677.010 to 677.450; a psychologist licensed by the 
State Board of Psychologist Examiners as pro­
vided under ORS 675.010 to 675.150; a nurse 
practitioner registered by the Oregon State Board 
of Nursing as provided under ORS 678.010 to 
678.410; or a clinical social worker registered by 
the State Board of Clinical Social Workers as 
provided under ORS 675.510 to 675.610, with 
physician consultation readily available. Review 
shall be on a poet-cdmiaaion basis rather than by 
mandatory prior approval, although policy hold­
ers or persons acting on their behalf shall be 
encouraged to make advance inquiries when fea­
sible. An appeals process shall be provided. An 
insurer may choose to review all providers on a 
sampling or audit basis only; or to review, on a 
less frequent basis, those providers who consis­
tently supply full documentation, consistent with 
confidentiality statutes, on each case, in a timely 
fashion, to the insurer.

(9) For purposes of paragraph (b) of subsec­
tion (8) of this section, a utilization review con­
tractor is a professional standards review 
organization, foundation for medical care or sim­
ilar entity which, under contract with an insur­
ance carrier, performs certification of

reimbursability of level of treatment for admis­
sions and maintained stays in treatment pro­
grams, facilities or services.

510) For purposes of paragraph (b) of subsec­
tion (8) of this section, when implemented 
through an insurance contract, reimbursability of 
treatment at the health facility level of treatment 
as defined in ORS 430.010, requires demonstra­
tion that medical circumstances require 24-hour 
nursing care, or physician or nurse assessment, 
treatment or supervision that cannot be readily 
made available on an outpatient basis, or in:

(a) The current living situation;
(b) An alternative, nontreatment living situa­

tion; or
(c) An alternative residential facility.
(11) For purposes of paragraph (b) of subsec­

tion (8) of this section, when implemented 
through an insurance contract, reimbursability of 
treatment at the residential facility level of treat­
ment, as defined in ORS 430.010 and under 
subsection (5) of this section, shall require dem­
onstration that outpatient services, as defined in 
ORS 430.010 and under subsection (5) of thir 
section if appropriate, and leas costly than resi­
dential facility services:

(a) Are not presently appropriate and avail­
able;

(b) Cannot be readily and timely made avail­
able; and

(c) Cannot meet documented needs for non­
medical supervision, protection, assistance and 
treatment, either in the current living situation 
or in a readily and timely available alternative, 
nontreatment living situation, taking into 
account the extent of both the available positive 
support and existing negative influences in the 
occupational, social and living situation; risks to 
self or others; and readiness to participate consis­
tently in treatment,

(12) For purposes of paragraph (b) of subsec­
tion (8) of this section, reimbursability of treat­
ment at the level for outpatient facility, service or 
program, as defined in ORS 430.010 and under 
subsections (5) and (6) of this section, shall 
require demonstration that treatment is justified, 
considering the individual's history and the cur­
rent medical, occupational, social and psychologi­
cal situation, and the overall prognosis. 11973 c.613 
12; 1953 c.601 16)

Not*: Section 10, chepter 601, Ortfon Lew* 1983, 
provide*:

Soc. 10. Section* 7, 8 and I I . chapter 601, Otrton 
Law, 1983. and ORS 743.557, 743.558 and 750.055 aa 
amended by aeclion* 5. 6 and 9, chapter 601. Orecoo Law*
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The following summary is not prepared by the sponsors of the measure and is not a part o f the body thereof subject 
to consideration by the Legislative Assembly. It is an editor’s brief statement of the essential features of the 
measure.

Revises health  in su rance  reim bursem ent requirem ents for m ental or nervous conditions and 
chemical dependency. Requires th a t S ta te  H ealth P lanning and D evelopm ent Agency d raft model 
se t o f review c r ite r ia  for use in certa in  health  care facilities and residential program s and facilities.

D irects Insurance Division to adopt c rite ria  for determ ining when health  m aintenance organ­
ization meets specified requirem ents for provision of chem ical dependency benefits and when certa in  
con trac ts  for discounted health  care  services m eet specified requirem ents. A llow s h e a lth  m a in te ­
n a n c e  o rg a n iz a tio n s  to  c h a rg e  c o -p a y m e n ts  fo r m e n ta l  h e a l th  c a r e  u n t i l  J u n e  30, 1991. D i­
r e c t s  In s u ra n c e  C o m m iss io n e r  to  adop t ru le s  n e c e s s a ry  to  in te r p r e t  A c t.

Declares em ergency, effective Ju n e  30, 1987.

1 A BILL F O R  AN ACT
2 R elating to health  insurance; crea ting  new provisions; am ending ORS 430.010, 748.555, 750.055 and

3 section 10, ch ap te r 601, Oregon Laws 1983; repealing ORS 743.557, 743.558 and section 2, chap-

4 te r 601, Oregon Laws 1983; and declaring an em ergency.

5 B e I t E n a c te d  by th e  P eo p le  o f  th e  S ta te  o f O reg o n :

6 SECTIO N  1. Section 2 of this Act is added to and made a p a rt o f  ORS ch ap te r 743.

7 SECTIO N  2. A group health insurance policy providing coverage for hospital or medical cx-

8 penses shall provide coverage for expenses arising from trea tm en t for chem ical dependency includ-

9 ing alcoholism  and for m ental o r  nervous conditions. The following conditions apply to the

10 requirem ent for such  coverage:

11 (1) The coverage m ay be made subject to  provisions o f the policy th a t apply to  o ther benefits

12 under Hie policy, including bu t no t limited to  provisions re la ting  to deductibles and coinsurance.

13 D eduetibles and co insu rance  for trea tm en t in health ca re  facilities o r  residen tia l program s o r facil-

14 ilies shall be no g re a te r  than  those under the policy for expenses o f  hospitalization  in the trea tm en t

15 o f illness. D eductibles and  coinsurance for ou tpatien t trea tm en t shall be no g re a te r  than those un-

16 d cr the policy for expenses of ou tp a tien t treatm en t o f  illness.

17 (2) T reatm ent provided in health  care  facilities, residen tia l program s o r facilities, day or p artia l

18 hospitalization program s o r ou tpatien t services shall be considered eligible for reim bursem ent if  it

19 is provided by:

20 (a) Program s o r providers described in ORS 430.010 o r  approved by the office of Alcohol and

21 Drug Abuse Program s o r by the M ental Health Division under subsection  (3) o f  this section.

22 (b) Program s accred ited  for the  p a rticu la r level o f  care  for which reim bursem ent is being re-

23 quested by the Jo in t Commission on A ccreditation o f H ospitals o r the Commission on A ccreditation

NOTE: Metier in bold face in »n emended section i i  new; miller (i/atic a nit bracktltd\ i> eiutinf law to be omitted.
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of Rehabilitation Facilities.

(c) Inpatient programs provided by health  care facilities as denned in ORS •1*12.015 (16). Rcsi* 

dcntial, outpatient, or day or partia l hosp italization  program s offered by or th rough a health  care 

facility must meet the requirem ents o f  e ith e r  paragraph  (a) o r  (b) o f this subsection  in o rder to be 

eligible for reimbursement,

(d) Residential program s or facilities described in subsection (3) o f this sec tion  if the  p a tien t is 

staying overnight a t the facility and is involved in a s tru c tu red  program  a t  le a s t e ig h t hours per 

day, five days per week.

(c) Programs in which stafT arc  d irec tly  supervised o r  in which individual c lien t tre a tm e n t plans 

are approved by a person described in ORS 430.010 (4)(d) and w hich m eet the s tan d a rd s  established 

under subsection (3) o f this section.

(3) The office of Alcohol and Drug Abuse Program s shall adopt rules e la tin g  to the  approval, 

for insurance reim bursem ent purposes, o f noninpaticn t chemical dependency program s th a t a rc  not 

related to the division o r any county m ental h ealth  program . The M ental H ealth  D ivision shall 

adopt rulcc relating to the approval, for in su rance  reim bursem ent purposes, o f  non inpaticn t p ro­

grams for mental or nervous conditions th a t no t re la ted  to  the division or any county  m ental health  

program. Standards proposed by th e  A m erican A ssociation  o f  P artia l H osp ita lization  should be 

considered as one possible source for such ru les. In addition , an  in su re r o r  in su re rs  and  the office 

o f Alcohol and Drug Abuse Program s, o r  an  in su re r  o r insurers and the M ental H ealth  D ivision may 

mutually develop agreem ents, s tandards and procedures for program s th a t a re  approved by the  office 

o r the division and th a t provide a lte rn a tiv e  a rrangem ents foi supervision o r  for review  o f trea tm en t 

plans to become qualified to receive paym ents for trea tm en t.

(4) A program tha t provides serv ices for persons with both a chemical dependency diagnosis and 

a mental o r nervous condition shall be considered to be a d istinc t and specialized type of program  

for both chemical dependency and m ental o r  nervous conditions. The M ental H ealth  Division and 

the office of Alcohol and Drug Abuse Program s jointly  shall develop specific s tan d ard s related  to 

such programs for program  approval purposes and  shall adopt ru les re la ting  to the approval, for 

insurance reimbursement purposes, o f  such non inpatien t program s th a t a rc  not re la ted  to  the office 

o r the division and any county m ental h ealth  program .

(5) As used in this section:

(a) “Chemical dependency" m eans the addictive rela tionsh ip  w ith any drug o r  alcohol ch a rac ­

terized by e ither a physical o r psychological re la tionsh ip , o r  both, th a t in te rfe res  w ith  the individ­

ual's social, psychological o r physical ad justm ent to common problems on a recu rrin g  basis. For 

purposes of this section, chemical dependency does no t include addiction to, o r  dependency on, to ­

bacco, tobacco products o r foods.

(b) “Child o r  adolescent" means a person who is 17 years  o f age or younger.

(c) “Facility" means a corporate o r  governm ental en tity  o r o th e r provider o f  serv ices for the 

treatm ent of chemical dependency o r  for the trea tm en t o f m ental o r  nervous conditions.

(d) “Program" means a pa rticu la r type o r  level of serv ice  th a t is o rganizationally  d is tin c t w ithin 

a facility.

(6) Notwithstanding the limits for p a rtic u la r  types o f  services specified in th is  sec tion , a policy 

shall not limit the total o f paym ents for all tre a tm en t o f any kind under this sec tion  for chemical 

dependency, together with paym ents for all trea tm en t o f any kind for m ental o r nervous conditions, 

to less than $10,500 for adults and $12,500 for children o r adolescents. For persons requesting
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payments for trea tm en t o f any kind for chemical dependency, but not requesting paym ents for 

treatm ent of any kind o f m ental o r ncrvoua condition, a policy ahali not limit the total o f  paym ents 

for all treatm ent to less than  $6,500 for adults and $10,500 for children and adolescents.

(7) The limits for m ental or nervous conditions specified in th is section shall apply to persons 

with diagnoses of both chemical dependency and m ental o r  nervous conditions, who a re  being 

treated for both types o f  diagnosis, as well as persons w ith only a diagnosis o f a m ental o r  nervous 

condition.

(8) The higher benefit levels in th is section for ch ild ren  o r  adolescents a re  in recognition o f the 

longer period o f trea tm en t and the g rea te r levels o f staffing  th a t may be required  for children  o r 

adolescents and are intended to perm it more services to  m eet the needs o f children and adolescents.

(9) Payments shall no t be made under this section for educational program s to w hich d rivers are  

referred by the judicial system , nor for vo lun teer m utual su p p o rt groups.

(10) Except as perm itted  by subsections (1), (8) and (12) o f  this section , the policy shall not lim it 

payments for inpatien t trea tm en t in hospitals and o th e r h ea lth  ca re  facilities thereunder:

(a) For chemical dependency to an am ount less than  $4,500 for adults and $4,000 for children  

o r adolescents; and

(b) For m ental o r  nervous conditions to an  am ount less than  $4,000 for adu lts and $6,000 for 

children or adolescents.

(11) Except as perm itted  by subsections (1), (6) and (12) o f  th is section , the policy shall not lim it 

payments for trea tm en t in residential program s o r facilities o r  day o r p artia l hospitalization p ro ­

grams:

(a) For chemical dependency to an am ount less than  $3,500 for adults and $3,000 for children 

or adolescents; and

(b) For mental o r nervous conditions to an am ount less than  $1,000 for adu lts and $2,500 for 

children or adolescents.

(12) N otw ithstanding the minimum benefits for p a r tic u la r  types o f services specified in sub­

sections (10) and (11) o f th is section, and except as perm itted  by subsection  (1) o f  th is section , the  

policy shall not lim it to ta l paym ents for inpatien t, re siden tia l and day or partia l hosp italization  

program care o r  treatm en t:

(a) For chemical dependency to an  am ount less than  $8,500 for children  o r  adolescents; and

(b) For m ental o r  nervous conditions to an am ount less than  $8,500 for adu lts and $10,500 for 

children or adolescents.

(13) ExcepL as perm itted by subsections (1) and (6) o f  this section, in the case of benefits for 

outpatient services, the  policy shall not lim it paym ents:

(a) For chemical dependency to an am ount less than  $1,500 for adults and S2,000 for children 

o r adolescents; and

(b) For m ental or nervous conditions to an am ount less than $2,000.

(14) If so specified in the policy, o u tpa tien t coverage may include follow-up in-home service a s ­

sociated with any health  care  facility, residentia l, day o r  p a rtia l hospitalization o r  o u tp a tien t s e r ­

vices. The policy may lim it coverage for in-home service to  persons who have completed th e ir  initial 

health care facility, residential, day o r partia l hosp italization  or ou tp a tien t trea tm en t and did not 

lermin. te that initial treatm ent against advice. The policy may also limit coverage for in-home 

service by defining the circum stances of need under which paym ent will or will not be made.

(15) Under ORS 430.021 and 430.315, the Legislative Assembly has found th a t health care cost
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1 containment is necessary and in tends to encourage insurance policies designed to achieve cost

2 containm ent by assuring th a t reim bursem ent is limited to ap p ro p ria te  u tilization under c rite ria  in-

3 corporatcd into such policies, c ith e r  d irec tly  o r  by reference.

4 (16) A group health  insurance  policy may provide, w ith resp ec t to trea tm en t for chemical dc-

5 pendency or mental o r  nervous conditions, th a t any one o r  m ore o f the following cost containm ent

6 methods shall be in effect and the  m ethod o r methods used by an  in su re r in one p a rt of the  s ta le

7 may be different from the m ethod o r m ethods used by th a t in su re r in an o th er p a rt o f the sta le :

8 (a) Proportion of co insurance required  for trea tm en t in re siden tia l program s o r facilities, day

9 o r partial hospitalization program s o r o u tp a tien t services less than  the proportion  o f co insurance

10 required for treatm ent in health  c a re  facilities.

H (b) Subject to the p a tie n t o r  c lien t confidentiality  provisions o f  ORS 40.235 re la ting  to  physi-

12 cians, ORS 40.240 relating  to  nu rse  p rac titio n e rs , ORS 40.230 re la tin g  to psychologists and ORS

13 40.250 and 675.580 relating  to  social w orkers, review for level o f  trea tm en t o f adm issions and con-

14 tinucd slays for treatm en t in h ea lth  ca re  facilities, residential program s o r facilities, day o r  p artia l

15 hospitalization program s and o u tp a tie n t serv ices by e ith e r in su re r s ta ff  o r personnel under co n trac t

16 to  the insurer, o r by a u tilization  review  co n trac to r, who shall have the au th o rity  to certify  for o r

17 deny level of payment:

18 (A) This review shall be made accord ing  to crite ria  made availab le  to providers in advance upon

19 request.

20 • (B) To facilitate im plem entation o f  u tilization  review program s by in su rers, the S la te  H ealth

21 . Planning and Development Agency shall d ra ft an  advisory o r  model se t o f  c rite r ia  for appropriate

22 utilization of inpatient, residentia l, day o r  p a rtia l hospitalization, and o u tp a tien t facilities, program s

23 and services by adults, children and adolescents, and persons w ith  both a chem ical dependency di-

24 agnosis and a mental o r nervous condition. These crite ria  shall be consisten t w ith this section and

25 shall not be binding on any in su re r  o r o th e r  party . However, a t  the time o f co n trac t negotiation

26 or amendment, with the agreem ent o f the parties  to the co n trac t, any in su rer may adopt the c rite ria

27 or similar criteria  with or w ithout m odification. The agency shall revise these c rite ria  a t  least cv-

28 cry two years. In developing and rev ising  these c rite ria , the agency shall organize a technical ad-

29 visory panel including rep resen ta tiv es  o f the  Insurance Division, the  office o f  Alcohol and Drug

30 Abuse Programs, the M ental H ealth  D ivision, the H ealth D ivision, the  in su ran ce  industry, the busi-

31 ness community and providers o f  each  level of care. The agency shall p lace su bstan tia l w eight on

32 the advice o f this panel.

33 (Q  Review shall be perform ed by o r  under the d irection o f  a m edical o r  o steopath ic  physician

34 licensed by the Board o f M edical Exam iners for the S ta te  of O regon; a psychologist licensed by the

35 S ta te  Board of Psychologist Exam iners; a nurse  p rac titio n e r reg is te red  by the  O regon S ta te  Board

36 o f Nursing; o r a clinical social w orker reg is te red  by the S ta te  B oard of C linical Social W orkers, w ith

37 physician consultation readily  availab le . The review er shall have expertise in  the evaluation  o f

38 mental o r nervous condition serv ices o r  chem ical dependency serv ices.

39 (D) Review may involve p rio r  approval, concu rren t review  o f the continuation  o f trea tm en t,

40 post-treatm ent review o r any com bination o f  these. However, if  p rio r.approval is required, provision

41 shall be made to allow for paym ent o f  u rg en t o r em ergency adm issions, su b jec t to subsequent re-

42 view. If p rior approval is not requ ired , in su rers  shall perm it trea tm en t p rov iders, policy holders or

43 persons acting on the ir behalf to m ake advance inquiries regarding the app rop ria lcncss o f a parlic-

44 u la r admission to a trea tm en t program . Insurers shall provide a timely response to such inquiries.
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Approval of a particu la r admission docs not rep resen t a guaran tee o f fu tu re  paym ent.

(E) An appeals process shall be provided.

(F) An insurer may choose to review all providers on a sam pling o r  au d it basis only; o r to re­

view on a less frequent basis those providers who consisten tly  supply full docum entation , consisten t 

with confidentiality s ta tu te s  on each caso in a tim ely fashion to the  in su rer.

(17) For purposes o f paragraph  (b) o f subsection (16) o f this section , a u tilization review  con­

trac to r is a professional review organization o r s im ilar en tity  which, under c o n tra c t w ith  an in su r­

ance carrier, performs certification  o f reim bursability  o f  level o f  tre a tm e n t for adm issions and 

maintained slays in trea tm en t program s, facilities o r  services.

(18) For purposes o f paragraph  (b) of subsection  (16) o f this section , w hen im plem ented through 

an insurance con tract, reim bursability  o f in p a tien t trea tm en t requires dem onstra tion  th a t  medical 

circumstances require 24-hour nursing care , o r physician  o r nurse assessm ent, tre a tm en t o r super­

vision tha t cannot be readily made availab le on an  o u tp a tien t basis, o r  in:

(a) The curren t living situation ;

(b) An alternative, nontrea tm en t living s itua tion ;

(c) An alternative residential program  o r facility; o r

(d) A day o r partia l hospitalization program .

(19) For purposes o f  paragraph  (b) o f  subsection  (16) o f  this section, w hen im plem ented through 

an insurance con trac t, reim bursability  o f  trea tm en t a t  the  residentia l, day o r p a rtia l hosp ita lization  

level of treatm ent shall require dem onstration th a t  o u tp a tien t services, if  ap p ro p ria te  and less costly 

than residential, day o r p artia l hospitalization services:

(a) Are not presently  appropriate and available;

(b) Cannot be readily and timely made available; and

(c) Cannot m eet docum ented needs for nonmcdical supervision, p ro tec tion , ass is tan ce  and t r e a t­

ment, cither in the cu rren t living situation  o r in a readily  and timely availab le  a lte rn a tiv e , non 

treatm ent living situation , taking into account the ex ten t of both the availab le positive support and 

existing negative influences in the  occupational, social and living s itua tions; risk s to  se lf  o r  o thers; 

and readiness to partic ipa te  consisten tly  in trea tm en t.

(20) For purposes o f  parag raph  (bj-of subsection (16) o f this section , re im bursab ility  o f  trea tm en t 

a t the level for ou tp a tien t facility, service o r program  shall require  d em onstra tion  th a t trea tm en t 

is justified, considering the individual's h istory, and the  cu rren t m edical, o ccupationa l, social and 

psychological situation , and the overall prognosis.

(21) D iscrete medical o r neurologic diagnostic o r  trea tm en t serv ices including any professional 

component of th a t service, costing in excess o f  $300, occu rring  co n cu rren tly  w ith  bu t no t d irectly  

related to  treatm ent o f  m ental o r  nervous conditions shall not be charged  ag a in s t the  inpatien t 

benefit level.

(22) The benefits described in this section  shall renew  in full c ith e r  on th e  firs t day o f  the 25th 

month of coverage following the first use o f serv ices for the trea tm en t o f  chem ical dependency or 

mental o r nervous conditions, o r  both, o r  on the firs t day following tw o consecu tive c o n tra c t years.

(23) Health m aintenance organizations, as defined in ORS 750.005 (3), sha ll be su b jec t to the 

following conditions and requirem ents in th e ir  provision of benefits for chem ical dependency or 

mental o r nervous conditions to cnrollccs:

(a) N otwithstanding the provisions o f  subsection (1) o f this section, h ealth  m ain tenance  o rg an ­

izations may establish reasonable provisions for onrollcc cost sharing, so long as the am ount the



cnrollcc is required to pay docs not exceed the am ount of co insurance and deductible custom arily 

required by o ther insurance policies which arc subject to the provisions of ORS chap ter 743 for tha t 

type and level o f service.

(b) Nothing in this section  p reven ts  health  m aintenance organizations from establish ing d u ra ­

tional limits which are ac lu a ria lly  equivalent to the benefits required  by th is section.

(c) Health m aintenance o rganizations may limit the rece ip t o f  .ovcrcd serv ices by enro llccs to  

services provided by o r upon referral by providers associated  w ith the health  m aintenance o rg an ­

ization.

(d) The Insurance Division shall make rules establishing objective and quantifiable c rite r ia  for 

determ ining when a health  m ain tenance organization  meets the conditions and requirem ents o f th is 

subsection.

(24) Nothing in th is section  shall p reven t an  insurer o r health  care  service c o n trac to r o th e r  than  

a health m aintenance organization , except as provided in subsection  (23) o f  th is section, from con­

tracting  with providers o f health  ca re  services to furnish serv ices to policy holders o r ce rtificate  

holders according to ORS 743.531 o r  750.005, subject to the following conditions:

(a) An insurer o r  health  care  serv ice  co n trac to r may estab lish  limits for con trac ted  services 

which are actuarially  equivalen t to  the  benefits required by th is section , so long as the sam e range 

o f  treatm ent settings is made available.

(b) An insurer o r health  care  serv ice  con trac to r, o th e r than  a health  m aintenance organization, 

may negotiate w ith contrac ting  prov iders as to the cost o f ac tu a ria lly  equ ivalen t benefits, and  such 

actuaria lly  equivalent benefits for serv ices o f con trac ting  providers shall be deemed to equal the 

minimum benefit levels specified in this section.

(c) An insurer or health  care service co n trac to r is not required  to co n trac t w ith all eligible 

providers, and paym ent for covered services of contracting  providers may be in a lte rn a tiv e  m ethods 

o r  amounts ra th e r  than as specified in this section.

(d) Insurers and health  care serv ice con tracto rs o ther than health  m aintenance organizations 

shall pay benefits tow ard the covered charges o f noncontracting  providers o f serv ices for the  tre a t­

m ent o f chemical dependency o r m ental o r nervous conditions a t  the  sam e level o f  deductible o r  

coinsurance as would apply to  covered charges of noncon tracting  providers o f  o th e r health  serv ices 

under the same group policy o r  c o n tra c t. The insured shall have the righ t to  use the  serv ices o f  a 

noncontracting  provider o f serv ices for the  trea tm en t o f chem ical dependency o r  m ental o r  nervous 

conditions. Policies described in th is subsection shall be sub jec t to the provisions o f subsection (1) 

o f  this section, w hether o r no t the serv ices for chem ical dependency o r m ental o r  nervous conditions 

a re  provided by contracting  o r  noncon tracting  providers.

(e) The Insurance Division shall m ake rules establish ing objective and quantifiab le c r ite r ia  for 

determ ining th a t a co n trac t m eets the  conditions and requirem ents o f th is subsection and th a t 

acluaria lly  equivalent serv ices o f con trac tin g  providers equal o r exceed serv ices obtainable w ith  the 

minimum benefits specified in th is section .

(25) The in ten t o f the Legislative Assembly in adopting this section is to reserve  benefits for 

different types of care to encourage cost effective care and to  assure  continuing access to levels o f 

care  most appropriate for the  insured 's condition and progress.

(26) The Insurance Commissioner, a fte r notice and hearing, may adopt reasonable  ru les not in ­

consistent with this section th a t a rc  considered necessary for the proper adm inistra tion  o f those 

provisions.



750.055. (1) The following provisions o f the Insurance Code shall apply to health  care service 

contractors to the ex ten t so applicable and  not inconsisten t with the express provisions o f  this 

ch ap te r

(a) ORS 731.004 to 731.150, 731.162, 731.204 to  731.362, 731.382, 731.386, 731.390, 731.398 to 

731.430, 731.450, 731.454, 731.504, 731.508, 731.512, 731.574 to 731.620, 731.640 to  731.652, 731.804 and 

731.844 to 731.992.

(b) ORS 732.230, 732.245, 732.250, 732.320, 732.325 and 732.505 to 732.595.

(c)(A) ORS 733.010 to 733.050, 733.080, 733.140 to  733.170, 733.210, 733.510 to 733.680 and 733.700 

to 733.780, apply to  not for-profit health  c a re  serv ice con trac to rs.

(B) ORS chap ter 733 applies to for-profit h ealth  care  service con trac to rs.

(d) ORS chap ter 734.

(e) ORS 743.003 to 743.011, 743.012, 743.018 to  743.030, 743.037 lo 743.108, 743.114, 743.116, 

743.119 to 743.128, 743.350 to 743.370, 743.402, 743.412, 743.492, 743.495, 743.498, 743.527, 743.529, 

743.549 to 743.555, 743.800 to 743.833 and 743.850 to  743.890.

(0 ORS 743.522 and 743.528, except th a t  individual policies may be issued to  the persons or 

families insured in lieu of issuance of a single group policy as referred  to in ORS 743.522. An in ­

dividual policy issued under this parag raph  shall be considered the s ta tem en t o f the essential fea­

tures o f the insurance coverage required  under ORS 743.528 (2).

(g) ORS 744.005 to  744.265.

(h) ORS 746.005 to 746.140, 746.160, 746.180, 746.220 to 746.370 and 746.600 to 746.690.

(i) ORS 743.135, except in the case o f  group p rac tice  health  m aintenance organizations th a t a rc  

federally qualified pursuan t to T itle  XIII o f  the Public H ealth Service Act unless the patien t is re ­

ferred by a physician associated  with a group p rac tice  health  m aintenance organization .

(j) ORS 743.557 and 743.558 except th a t group p rac tice  o r sta ff health m ain tenance organizations 

which are  federally qualified p u rsuan t to T itle  XIII o f  the  Public H ealth Service A ct shall be deemed 

lo comply with the requirem ents o f ORS 743.557 and  743.558.

(k) S ec tio n  2 o f  th is  1987 A c t.-

(2) For the purposes of th is section only, h ea lth  care  service co n trac to rs  shall be deemed 
insurers.

(3) Any for-profit health  care  service co n trac to r  organized under the law s o f any o ther s ta te  

which is not governed by the insurance law s o f  such s ta te , will be sub jec t to all requirem ents of 

ORS chapter 732.

(4) The commissioner may, a fte r notice and  hearing , adopt reasonable ru les no t inconsisten t w ith 

this section and ORS 750.003, 750.005, 750.025 and 752.045 th a t a re  deemed necessary  for the proper 

adm inistration of these provisions.

SECTION 4. ORS 430.010 is amended to read:

430.010. As used in ORS 430.010 to 430.050, 430.100 lo  430.170, 430.260 to 430.270 and 430.610 

to 430.700, unless the context requires o therw ise:

(1) "Division" means the M ental H ealth  Division.

(2) “Health facility" means a facility licensed as required  by ORS 441.015 or a facility accredited  

by the Jo in t Commission on A ccreditation o f  H ospitals, e ith e r o f  which provides full-day or part-day 

acute treatm ent for alcoholism, drug addic tion  or m ental or emotional d istu rbance, and is licensed 

lo admit persons requiring 24-hour nursing care.

S E C T I O N  3. O R S  750.055 is a m e n d e d  lo read:



1 (3) “Residential facility" o r  “day o r  p a r tia l  h o sp ita liz a tio n  p ro g ra m "  means a program  o r fa-

2 cility  providing an organized full-day or part-day program  oT trea tm en t, but not licensed to adm it

3 persons requiring 24-hour nursing care. Such a program  o r facility  shall be:

4 (a) Licensed, approved, established, m aintained, co n trac ted  with or operated  by the [M en ia l

5 H ea lth  D iv is io n | office o f  A lcohol and D ru g  A b u se  P ro g ra m s  under ORS 430.041, 430.260 to

6 430.380 and 430.610 lo 430.880 for alcoholism;

7 (b) Licensed, approved, established, m aintained, co n trac ted  with or operated  by the [M en ta l

8 H ea lth  D ivis ion] office o f  A lcohol and  D rug  A buse  P ro g ra m s  under ORS 430.041, 430.260 to

0 430.380, 430.405 lo 430.565 and 430.610 to 430.880 for drug  addiction; or

10 (c) Licensed, approved, established, m aintained, co n trac ted  w ith or operated  by the M ental

11 H ealth  Division under OPT 430.041 and 430.610 to 430.880 for m ental o r emotional disturbance.

12 (4) “O utpatient service" m eans a program o r service providing trea tm en t by appointm ent. Such

13 a program  o r service shall be:

14 (a) Licensed, approved, established, m aintained, co n trac ted  w ith or operated  by the [M en ta l

15 H ea lth  D iv is io n J office o f  A lcohol and  D ru g  A buse  P ro g ra m s  under ORS 430.041, 430.260 to

16 430.380 and 430.610 to 430.880 for alcoholism;

17 (b) Licensed, approved, established, m aintained, co n trac ted  w ith o r operated  by the  [M en ta l

18 H e a lth  D iv is io n ]  office o f  A lcoho l and  D ru g  A b u se  P ro g ra m s  under ORS 430.041, 430.260 to

10 430.380, 430.405 lo 430.565 and 430.610 to 430.880 for d rug  addiction;

20 (c) Licensed, approved, established, m aintained, co n trac ted  w ith or operated  by the  M ental

21 H ealth  Division unde.' ORS 430.041 and 430.610 to 430.880 for m ental o r em otional disturbance; o r

22 (d) Provided by medical o r osteopathic physicians licensed by the Board o f Medical Exam iners

23 for the S tale of Oregon as provided under ORS 677.010 lo 677.450; psychologists licensed by the

24 S ta te  Board o f Psychologist Exam iners as provided under ORS 675.010 to 675.150; nurse practition-

25 c rs  registered by the Oregon S ta te  Board of Nursing as provided under ORS 678.010 to 678.410; o r

20 clinical social w orkers registered  by the S tale Board of C linical Social W orkers as provided under

27 ORS 675.510 to 675.610.

28 SEC TIO N  5. Section 2, chap ter 601, Oregon Laws 1983, is repealed.

29 SEC TIO N  6. Section 10, chap te r 601, Oregon Laws 1983, as amended by section  1, chap ter 124,

30 O regon Laws 1985, and section 179, chapter 158, O regon Laws 1987 (Enrolled House Bill 2409), is

31 fu rth e r amended to read:

32 Sec. 10. Ill}] Sections 7, 8 and 11, chapter 601, O regon Laws 1983, are  repealed  on Ju ly  1, 1987.

33 l f2) T h e  a m en d m en ts  to O R S  743.557, 743.558 a n d  750.055 b y  sec tio n s  5, 6  a n d  9, c h a p te r  601,

34 O regon  L a w s  1983, a re  rep ea led  on ju l y  1, 1987.]

35 SEC TIO N  7. ORS 743.145 does not apply to section  2 o f th is  A ct because section  2 o f  this A ct

36 constitu tes a reenactm ent of ORS 743.557 and 743.558 o r  to ORS 750.055 because of its am endm ent

37 by this Act.

38 SEC TIO N  8. Section 2 of th is Act and the am endm ents to ORS 750.055 (l)(k) of this Act apply

30 lo  con trac ts  en tered  into, renew ed or extended on o r a fte r  Ju ly  1, 1988.

<0 SE C T IO N  9. ORS 743.557 and 743.558 are repealed Ju n e  30, 1988.

41 SEC TIO N  10. P aragraph (a) of subsection (23) o f sec tion  2 of this Act is not operative a fte r

42 Ju n e  30, 1991.

43 SEC TIO N  11. ORS 748.555 is amended to read:

44 7 4 8.555. (1) The following provisions of the Insurance Code shall apply to fra ternal benefit so-

B-Lng. S B  31

I HI



1 cictics lo ihc extent so applicable and not inconsistent w ith the express provisions of this chapter:

2 (a) ORS 731.004 lo 731.026, 731.032 to 731.154, 731.162, 731.166, 731.170, 731.204 lo 731.356,

3 731.378 lo 731.434, 731.446, 731.450, 731.454, 731.504, 731.508, 731.512, 731.574 lo 731.620, 731.640,

4 731.644 lo 731.652, 731.804 and 731.844 to  731.992.

5 (b) ORS 732.245, 732.250, 732.320 and 732.325.

6 (c) ORS 733.010 lo 733.050, 733.080, 733.140 to 733.170, 733.210, 733.510 to 733.570, 733.590 lo

7 733.680 and 733.710 lo 733.780.

8 (d) ORS chapter 734.

3 (c) ORS 743.003 to 743.012. 743.018 to 743.030, 743.039 to 743.054 , 743.060, 743.069, 743.078,

10 743.084 to 743.108, 743.114, 743.116, 743.123, 743.350 lo 743.370 and  743.558 (1985 R e p la c e m e n t P a r t )

11 mental or nervous conditions covered under section 2 of this 1987 Act.
12 (0 ORS 744.005 lo 744.265.
13 (g) ORS 746.005 to 746.140, 746.160, 746.180, 746.220 to 746.370 and 746.600 to  746.690.

14 (2) For the purposes of this section, fraternal benefit socie ties shall be deemed in su rers and

15 benefit certificates issued by such societies shall be deemed policies.

16 SECTIO N  12. If House Bill 3081 becomes law, on Jan u a ry  1, 1988, sec tion  11 of th is A ct is rc-

17 pealed.

18 SECTIO N  13. This Act being necessary for the im m ediate p rese rv a tio n  o f  the public peace,

19 health and safety, an em ergency is declared to exist, and this A ct takes efTcct Ju n e  30, 1987.

20 _____________
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. : ;-̂W. vrai i.:v'̂ic5FT - -' 
.'-’J g f e w

I* . ■ j? .._.
" H | ,
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MANDATED MENTAL HEALTH INSURANCE: A COMPLEX CASE OF PROS AND CONS

INTRODUCTION

On June 1, 1905, s ta te  l e g i s l a t u r e s  across the country were s t i l l  anxious ly 
awai t ing word from the U.S.  Supreme Court on the l e g a l i t y  o f  s t a t e  laws r e q u i r ­
ing insurance companies to o f f e r  o r  provide minimum mental hea l th b ene f i t s .  
Twenty-six s ta t es  a l ready had such laws; nea r l y  a l l  other  s ta t es  had considered 
them. F i f t een  years o f  l e g i s l a t i v e  act ion in th i s  area was on hold.

The Court had yet to hand down i t s  decis ion in the j o i n t l y  heard case o f  
Me t r o po l i t an L i f e  Insurance Company v. Massachusetts and T r ave l e r s  Insurance Co. 
v. Massachusetts . S pe c i f i c a l l y  at issue was the l e g a l i t y  o f  a Massachusetts law 
mandating c er ta i n  minimum inpat ient  and outpat i ent  mental hea l th  b ene f i t s  in any 
group o r  indiv idua l  insurance plan.

Met ropo l i t an L i f e  Insurance Company had charged that the s t a t e ’ s mandated 
bene f i t s  law was in c o n f l i c t  with the f edera l  Employee Ret i rement Income Secu r i ­
t y  Act o f  1974 (ERISA) ,  which broadly preempts any and a l l  s t a t e  laws that  regu­
l a t e  employee bene f i t  plans.  Massachusetts maintained that  i t s  mandated bene­
f i t s  law was protected by a key except ion to ERISA’ s broad preemptive power: an
except ion that  upheld the power o f  s t a t e  laws regu l a t ing the business o f  i n ­
surance ( 1 ,  p. 11 ) .

In a d i f f e r e n t  vein,  the Trave l e r s  Insurance Company maintained that  Mas­
sachuset ts  minimum bene f i t s  law was preempted by the f ede r a l  Nat ional  Labor 
Re l a t i ons  Act (NLRA) because i t  appl ied to bene f i t  plans negot i a ted under c o l ­
l e c t i v e  bargaining agreements (1 ,  p. 7 ) .  The s ta te  law, in e f f e c t ,  mandated 
c e r t a i n  terms o f  c o l l e c t i v e  bargaining agreements by r equ i r i ng  the purchase o f  
ce r t a i n  b ene f i t s ,  regard l ess  o f  whether o r  not the pa r t i e s  invo l ved wanted such 
bene f i t s  ( 2 ,  p. 2 2 ) .  Massachusetts held that  i t s  law was not preempted by the 
NLPA because mandating minimum bene f i t s  did not upset the balance o f  power 
between the negot i at ing pa r t i es  (2 ,  p. 18 ) .

On June 3rd,  1985, the Supreme Court upheld the Massachusetts law on both 
counts .  Regarding the l aw’ s poss ib l e  preemption by ERISA, the Court held that  
" i f  a s t a t e  law regu l a tes  insurance,  as mandated-benef i ts laws do, i t  i s  not 
preempted" ( 1 ,  p. 21 ) .  Congress intended to preserve such s ta t e  r egu l a t o ry  
r i gh t s  in exempting s ta te  laws governing the insurance indus t r y  from ERISA’ s 
preemptive power (1 ,  p. 18 ) .  Regarding the law’ s poss ib l e  preemption by the 
NLRA, the Court ,  c i t i ng  the "purpose o f  Congress [ as ]  the u l t ima te  touchstone" 
( 1 ,  p. 2 2 ) ,  held that Congress ’ in tent  in passing the NLRA was to e s t ab l i s h  "an 
equ i tab l e  process f o r  determining the terms and condi t i ons o f  employment" ( 1 ,  p. 
2 8 ) .  The Court found no i ncompat ib i l i t y  "between f edera l  r u l e s  designed to  r e ­
s to re  the equa l i t y  o f  bargaining power and s ta te .  . . l e g i s l a t i o n  tha t  imposes 
minimal substant ive requi rements on cont ract  terms negot iated between pa r t i es "  
( 1 ,  P. 2 9 ) .

Across the country,  l e g i s l a t i v e ,  p ro f es s i ona l  and consumer advocates o f  man­
dated mental hea l th insurance breathed a sigh o f  r e l i e f .  Yet the Supreme Court 
dec i s i on stayed on ly the l ega l  cont roversy surrounding these laws.  Advocates 
and opponents a l i k e  maintain the f i gh t  i s  f a r  from over .  And whi l e the Supreme 
Court dec i s i on has placed r e s p o n s i b i l i t y  f o r  mandating mental hea l th bene f i t s  
s o l i d l y  back into the hands o f  the s t a t e s ,  few s ta te lawmakers would dispute the
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f ac t  that  mandatory mental heal th bene f i t s  can be a hot p o l i t i c a l  and economic 
issue to handle.

OVERVIEW: THE LONG-STANDING ARGUMENT BETWEEN THE INSURANCE INDUSTRY AND THE
MENTAL HEALTH ESTABLISHMENT

In many s ta t e  l e g i s l a t u r e s ,  cont roversy over  mandated mental hea l th i n ­
surance has l a r g e l y  r e f l e c t ed  the t r ad i t i o na l  s t an d - o f f  between the insurance 
i ndust ry and the mental heal th community over  the necess i ty  and appropr ia teness 
o f  minimum bene f i t s  laws. Points o f  content ion between the two groups ge ne r a l l y  
center  on consumer choice in the f r e e  market system, po tent i a l  increases in men­
t a l  hea l th se rv i ces  u t i l i z a t i o n  and costs f o l l owing a mandate, and the app r op r i ­
ateness o f  the l e g i s l a t i v e  arena f o r  deciding such an i ssue.

Consumer Choice in the Free-Market System. Opponents argue that  mandates 
i n t e r f e r e  with the market f o r  mental hea l th insurance and are u n f a i r  t o  con­
sumers and indust ry a l i k e .  They maintain that  mandates do the f o l l ow ing :
•  Deny employers and employees the r i gh t  to choose the bene f i t s  they want. As 

such, the i ssue i s  not the ul t imate d e s i r a b i l i t y  o f  mental hea l th insurance,  
but the appropr iateness o f  mandating such insurance when consumers have 
l im i t ed  funds with which to buy a l l  types o f  insurance coverage.  The r e s u l t  
i s  l e s s  consumer choice and higher premiums;

• Act as a r eg res s i ve  tax .  As most employees pay f o r  at l e a s t  some po r t i on  o f
t h e i r  hea l th insurance,  e i t he r  through d i r e c t  premiums o r  through decreased 
wages, a law tha t  f o rces every employee- - regard less  o f  income--to purchase
the same minimum bene f i t s  necessa r i l y  imposes a g re a te r  hardship on i n d i ­
v idua l s  with a lower income;

« Give an un f a i r  advantage to insurance c a r r i e r s  not requi red to provide mini ­
mum bene f i t s .  One o f  the i ndus t r y ’ s toughest new compet i to r s - -Hea l th  Main­
tenance Organ i za t i ons - -a r e  gene r a l l y  not covered by s t a t e  mandates. In ad­
d i t i o n ,  ind iv idua l  insurance plans o f t en are not covered;

• Encourage the t rend toward s e l f - i n su r ance .  As more companies f ind  them­
se l ves  requi red to purchase insurance packages containing unwanted mandated 
bene f i t s ,  they w i l l  be more l i k e l y  to s e l f  i nsure ,  thus s ide- s tepping a l l  
f ede r a l  and s ta te  r egu l a t i on o f  employee insurance p lans ;

•  Discourage indust ry from staying o r  l o ca t ing  in a s t a t e .  As employers spend 
an average o f  38 percent o f  t h e i r  employee l a bo r  costs on bene f i t s ,  a man­
date tha t  increases employee bene f i t  costs  w i l l  de t rac t  from that  s t a t e ’ s 
a b i l i t y  to a t t r a c t  o r  r e t a in  businesses ( 3 ,  p. 9 ) ;

•  I ncrease the number o f  uninsured employees. Smal l businesses may choose to 
drop t h e i r  employee heal th insurance a l t o ge t he r  i f  mandates increase the 
p r i ce  o f  tha t  insurance beyond an a f f o r d ab l e  po in t .
Proponents argue that  a mandate can r e s t o r e  to proper funct ion ing the o t h e r ­

wise improper ly funct ioning market in mental hea l th insurance,  as wel l  as ensure 
minimum coverage f o r  ind iv idua l s  who need, but are unable to  a f f o r d  mental 
hea l th  insurance.  To t h i s  end, proponents maintain that  two key problems keep 
the market in mental hea l th insurance from funct ioning p rope r l y .
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o The average mental hea l th consumer is not wel l - in formed about the need f o r  
and value o f  mental heal th insurance.  I t  is estimated that  the stigma a s ­
sociated with mental i l l n e s s  helps keep f o u r - f i f t h s  o f  the i nd iv idua l s  s u f ­
f e r i ng  from a mental d i so r de r  f rom seeking treatment (4 ,  p. 3 ) .  Many i n d i ­
v i dua l s  a l so  have " un r e a l i s t i c  f ee l i ngs  o f  immunity to mental i l l n e s s "  ( 5 ,  
p. 3 4 ) ,  stemming in par t  from a general  " l ack o f  understanding o f  mental 
i l l n e s s ,  e s pec i a l l y  when compared to physical  i l l n e s s "  ( 4 ,  p. 3 ) .  Fu r t h e r ­
more, many employees without mental hea l th coverage are r e l u c t an t  to ask 
t h e i r  employers f o r  such coverage,  and employees with such coverage are 
r e l u c t an t  to use i t  because they f e a r  that they w i l l  j e opa rd i ze  t h e i r  j o bs  
( 5 ,  p. 3 4 ) .  F i n a l l y ,  an i n d i v i d ua l ’ s employer and fami ly may undervalue 
mental hea l th insurance because they bene f i t  i nd i r e c t l y  and in ways tha t  
cannot be r e ad i l y  quant i f i ed .

0 The market in mental heal th insurance i s  kept from funct ioning p r ope r l y  by 
a phenomenon known as "adverse s e l e c t i o n . "  Adverse se l ec t i on  r e f e r s  to "the 
tendency o f  h igh - r i sk  po l i cyho lde r s  to choose insurance plans with coverage 
they are l i k e l y  to use, "  and f o r  l ow - r i s k  po l i cyho lde r s  not to choose these 
same plans ( 6 ,  p. 208 ) ;  thus i t  changes the nature o f  the " r i s k  poo l "  c r e ­
ated by insurance coverage o f  an i l l n e s s .  When only those h i g h - r i s k  i n d i ­
v i dua l s ,  who know they w i l l  use mental hea l th insurance,  s e l ec t  p lans o f f e r ­
ing mental hea l th coverage,  there is no rea l  r i s k  pool c reated .  As most o f  
the i nd i v idua l s  in the pool w i l l  take advantage o f  the mental hea l th  s e r ­
v i ces ,  the costs o f  that  care are not spread evenly over a l a r g e r ,  randomly- 
se l ected group r e f l e c t i v e  o f  the t rue r i s k  o f  mental i l l n e s s  among the 
general  popu la t i on .  As the costs o f  the mental hea l th coverage cl imb toward 
the ou t -o f -pocke t  care cos t s ,  the insurance plans o f f e r i n g  mental hea l th  
coverage o f t en have to drop o r  decrease that coverage to remain compet i t i ve .
Proponents o f  mandated insurance a l so  maintain that  i t  improves sha l l ow i n ­

surance coverage f o r  those low-income employees who would riot normal l y have the 
ou t -o f -pocke t  resources f o r  mental hea l th care ,  but who might need i t  at  some 
point  in t h e i r  l i v e s  to r e t a in  t h e i r  j obs  and we l l -be ing .  Such i nd i v i dua l s  
could use t h e i r  insurance to de f ray  the costs o f  mental heal th care f o l l ow ing ,  
f o r  example, the unexpected death o f  a ch i l d  o r  spouse o r  a t raumatic d i vo r ce .

Po t en t i a l  Increases in Mental Heal th Services Costs and U t i l i z a t i o n . On the 
i ssue o f  the e f f e c t  o f  mandates on mental hea l th care costs and u t i l i z a t i o n ,  
each side charges the other  with mi s i n te rp re t a t i on  o f  research data and f lawed 
research designs.  Moreover,  both sides c i t e  studies and s t a t i s t i c s  tha t  r e f u t e  
the o t h e r ’ s " inaccurate"  f ind ings .

Opponents argue that  mandates g r e a t l y  increase the costs and u t i l i z a t i o n  o f  
mental hea l th care ,  wi thout a comparable increase in bene f i t s  to i nd i v i dua l s  and 
s oc i e ty .
•  Blue Cross/Blue Shie ld o f  Massachusetts repor ted a 2 4 - f o l d  increase in o u t ­

pa t i en t  mental hea l th care costs f o l l owing the implementation o f  tha t  
s t a t e ’ s minimum . -nef i ts law. In addi t i on ,  the number o f  i nd iv idua l  therapy 
sess ions almost t r i p l e d ,  making i t  the s ing l e  most common procedure covered 
by Blue Cross/Blue Shie ld ( 7 ,  p. 8 ) .
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■ Minnesota Blue Cross/Blue Sh ie l d ,  between 1976 and 1980, repor ted a 115
percent  Increase 1n Inpat ient  cos ts  f o r  psychiat r i c  care and chemical depen­
dency f o l l owing the implementation o f  that  s t a t e ’ s mandate. Overa l l  h osp i ­
t a l  charges in the s ta t e  increased by only 58.2 percent during the same 
per iod ( 7 ,  p. 8 ) .

® In Kansas, Blue Cross/Blue Shie ld found that the s t a t e  mental hea l th
mandate added "near l y  f i ve  d o l l a r s  per month to the average f ami l y  con­
t r a c t " ;  in Maryland, Blue Cross/Blue Shield found the increase to be 
"between two and three d o l l a r s  per month per fami ly cont rac t "  ( 3 ,  p. 5 ) .
Opponents maintain that  mandates produce th i s  dramatic increase in cos ts  and 

u t i l i z a t i o n  f o r  severa l  reasons.  F i r s t  o f  a l l ,  without providing adequate p r o ­
v i de r  i ncent i ves  to cont ro l  cos t s ,  they g r e a t l y  expand prov ider  markets.
•  Minimum mental heal th bene f i t  laws have been associated with average 

statewide increases o f  7 percent in the number o f  p sy ch i a t r i s t s  and 32 pe r ­
cent in the number o f  psycho l og i s t s  ( 8 ,  p. 207 ) .

•  In Wisconsin,  the nunber o f  s tate-approved outpat ient  c l i n i c s ,  f o r  the 
t reatment o f  drug and a lcoho l  abuse and mental i l l n e s s ,  soared from under 40 
to over  900 f o l l owing the implementation o f  that  s t a t e ’ s minimum bene f i t s  
law ( 9 ,  p. 2)
Secondly,  opponents maintain that  the amount o f  mental hea l th care that  a 

consumer w i l l  use depends l a r g e l y  on the pr i ce o f  those se rv i ces ,  so u t i l i z a t i o n  
can and o f t en  does skyrocket in s i t u a t i o n s  o f  g r ea t l y  increased access to mental 
hea l th  se rv i c es .
•  Between 1974 and 1981, under the l i b e r a l  mental heal th coverage orovided by 

the Blue Cross/Blue Shie ld f ede ra l  employee benef i t s  plan (FEB),  the number 
o f  v i s i t s  to a p s ych i a t r i s t  per 1000 ind iv idua l s  increased 34.1 percent .  
Yet the number o f  v i s i t s  t o  psycho l og i s t s ,  socia l  workers and o ther  non­
medical  t he rap i s t s  rose over 300 percent .  In 1981, the combined t o t a l  f o r  
FEB subscr ibe rs  was 922 . 5  v i s i t s  per 1000 ind iv idua l s  ( 7 ,  p. 7 ) .

•  A group o f  Phi l ade lph ia area employers,  who reviewed hospi ta l  u t i l i z a t i o n  by 
t h e i r  employees, found that  " i n t e n s i t y  o f  h o sp i t a l i z a t i on  increases d ramat i ­
c a l l y  with a v a i l a b i l i t y  o f  b e ne f i t s .  . . . [ and]  the pat i ents  with the more 
generous bene f i t s  have much l onger  lengths o f  stay" (7,  p. 9 ) .
Proponents argue that  mental hea l th costs and u t i l i z a t i o n  s t a b i l i z e  over 

t ime,  that  d i r e c t  savings w i l l  r e s u l t  i f  an indiv idua l  in need receives ap­
p r o p r i a t e  mental hea l th care ,  and that  mandates can be implemented in such a way 
as to  cont ro l  unnecessary use o f  mental heal th se rv i ces .  Regarding the s tab l e  
cos t s  and u t i l i z a t i o n  o f  mental hea l th care over time, proponents c i t e  such ex­
amples as the f o l l owing .
• A 1982 study indicated that  the percentage o f  f edera l  employees rece i v ing 

p s ych i a t r i c  bene f i t s  under both the Blue Cross/Blue Shie ld and Aetna f ede ra l  
employee bene f i t  plans is r e l a t i v e l y  s tab l e  at around 1 . 5  percent o f  the 
t o t a l  number o f  en r o l l e e s  ( 6 ,  p. 8 ) .
Proponents i n s i s t  that  the insurance i ndus t r y ’ s claim o f  g r e a t l y  increased 

cos t s  i s  r e f l e c t i v e  o f  the f a c t  tha t  mandates f orce " i nsu re r s  [ t o ]  pick up the 
tab that  was once paid by the government and the users themselves ( 8 ,  p. 2 07 ) .
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Sta tes  present l y  pay 50 percent o f  the costs associated with mental hea l th care ,  
whi l e the insurance indust ry pays on ly 12 percent .  In c on t r a s t ,  s ta t es  pay on ly  
15 percent and p r i va te  insurance d o l l a r s  pay 28 percent o f  the cos ts  o f  general  
medical  care.  The net Increase in costs o f  a mental hea l th mandate is est imated 
to be SI to $2 per person f o r  the general  populat ion ( 8 ,  p. 2 08 ) .

Proponents a l so  c la im that  appropr iate mental hea l th care r e su l t s  in d i r e c t  
f i n a nc i a l  benef i t s  to i nd i v i dua l s ,  employers and soc i e ty .  They maintain that  
"at tempting to e s tab l i s h  a f a l s e  dichotomy between mental and phys ica l  i l l n e s s  
l eads to a f a l s e  economy in insurance coverage" ( 6 ,  p. 8 ) .
• I nd iv idua l s  s u f f e r i ng  f rom mental d i sorder s  "wi l l  use t h e i r  med i ca l - su r g i ca l  

bene f i t s  to cover but not t r e a t  t h e i r  diseases i f  they do not have access to 
mental heal th se rv ices "  ( 4 ,  p. 12 ) .

•  Mental heal th care can decrease the use o f  o ther - - and o f t en  more c o s t l y - -
medical se rv i ces .  A Blue Cross/Blue Shie ld study o f  i nd iv idua l s  diagnosed 
as having one o f  f o u r  chronic diseases ,  inc luding ce r t a i n  types o f  hear t  
d i sease ,  hypertension and diabetes found that "the inc l us i on  o f  ou tpa t i en t  
psychotherapy in medical care systems can improve the qu a l i t y  and app r o p r i ­
ateness o f  care and a l so  lower costs o f  providing i t "  ( 10 ,  p. 4 28 ) .  In 
genera l ,  reduct ions in o ther  medical costs r e su l t i ng  from the p ro v i s io n  o f  
appropr iate mental hea l th t reatment range from 5 to 80 percent ( 8 ,  p. 2 08 ) .

0 S i x t y - s i x  percent o f  the S237.6 b i l l i o n  that drug abuse, a l coho l i sm and men­
t a l  i l l n e s s  cost s oc i e ty  in 1984 was paid out in i nd i r e c t  cos ts  such as de­
creased j ob p roduc t iv i t y  and l o s s  o f  employment ( 11 ,  p. 15 ) .  An increase in 
d i r e c t  expendi tures f o r  mental hea l th care could thus produce a s i g n i f i c a n t  
decrease in i nd i r ec t  cos t s ;  even minimal psychotherapy has o f t en been a t ­
t r ibu t ed  with crea t ing " l essening absenteeism, increas ing p roduc t i v i t y  and 
decreasing the number o f  on - th e - j ob  accidents (4.  p. 7 ) .
F i n a l l y ,  co-payments and co- insurance prov i s ions  as wel l  as peer review o f  

psych i a t r i c  claims can be e f f e c t i v e  in c on t r o l l i n g  excessive and unnecessary use 
o f  psych i a t r i c  se rv i ces .
0 A 1985 study found "employee i nsu l a t i on  from cost" t o  be the g rea te s t  f a c t o r

cont r i but ing to excess ive hea l th care costs ( 4 ,  p. 9 ) .
0 More than 400 p s ych i a t r i s t s  review mental hea l th b ene f i t  c l a ims ,  based on 

peer review guide l i nes  developed by the American Ps ych i a t r i c  Assoc i a t i on ,  
f o r  24 nat ional  and l o ca l  i nsure r s  across the count ry.  Aetna L i f e  and 
Casual ty spent $20 ,000 on such peer review in 1981, and saved an est imated 
$2 . 4 m i l l i o n .  Mutual o f  Omaha’ s estimated savings t o t a l e d  $300 ,000 dur ing 
i t s  f i r s t  year  o f  formal  peer review procedures (6 ,  pp. 10 - 11 ) .
Appropriateness o f  L eg i s l a t i v e  Arena f o r  Deciding Insurance Ques t i ons . Op­

ponents argue that  the s t a t e  l e g i s l a t u r e  is simply not an appropr i a t e  place f o r  
quest ions o f  insurance coverage to be decided. They maintain tha t  the insurance 
indus t ry  is in the best p o s i t i o n  to judge the most c o s t - e f f e c t i v e  and app r o p r i ­
ate mental heal th bene f i t s  on a p l an-by-p lan bas i s .

Moreover,  they maintain that  mental heal th mandates o f ten  have proven to be 
more c o s t l y  than mandates f o r  o ther  types o f  heal th care .  In 1984, Maryland 
Blue Cross/Blue Shield repor ted tha t  i npat i ent  and outpa t i ent  mental hea l th care
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accounted f o r  60 percent o f  I t s -expendi tu res  per member month f o r  mandated bene­
f i t s .  In addi t i on to mental hea l th ,  Maryland law requi res  coverage o f  p r o s ­
t h e t i c  devices ,  a l coho l  r e h ab i l i t a t i o n ,  home hea l th care ,  as wel l  as se rv i ces  
rendered by p o d i a t r i s t s ,  ch i rop rac to r s  and opt omet r i s t s ,  to name a few ( 12 ,  p. 
14).

Opponents a l so  charge that  mandating one set  o f  bene f i t s  that  expands the 
market f o r  one group o f  care providers sets a dangerous precedent f o r  the next 
spec ia l  i n t e r e s t  group that hopes to increase the currency and u t i l i z a t i o n  o f  
i t s  se rv ices  through mandates. F i n a l l y ,  opponents maintain that  l e g i s l a t i v e  
e f f o r t s  to provide coverage f o r  mental hea l th care on a par with that provided 
f o r  phys ica l  i l l n e s s e s  are misguided. The insurance indust ry g ene r a l l y  defends 
i t s  t r a ck  record on mental coverage by i n s i s t i ng  that  mental I l l n e s s  1s d i f ­
f e r en t  f rom physical  i l l n e s s :  "diagnoses are sub j ec t i ve ,  p ro toco l s  o f  t reatment 
are unc l ea r ,  p rov ider s  o f  serv ices are more numerous and l e ss  we l l - t r a i n ed  than 
i s  t rue  o f  medical condi t i ons"  (7,  p. 1 ) .

Proponents argue that  s ta te mandates are an appropr ia te way to r e s t o r e  com­
p e t i t i o n  to a mental hea l th insurance market otherwise r idd l ed  by the f o r ces  o f  
adverse s e l e c t i o n .  They c i t e  a long t r a d i t i o n  o f  government i nte rvent i on in 
improper l y funct ioning markets - -a t r a d i t i o n  evidenced, f o r  example, by the ex ­
t ens i ve  body o f  f ede ra l  and s ta te  a n t i - t r u s t  laws.

Proponents a l so  argue that the insurance i ndu s t r y ’ s power over  mental hea l th  
coverage has led to a h i s t o r y  o f  employee hea l th bene f i t s  in which "the human
mind has been t rea ted as a second c l ass  c i t i z e n "  ( 4 ,  apx. a ) .  Employers o f ten
do not regard mental hea l th benef i t s  as e' . sent ia l  in par t  because insurance com­
panies g ene r a l l y  r e f r a i n  from promoting inem.

In addi t i on ,  insurance plans heav i l y  f a vo r  i npa t i en t  care f o r  mental hea l th 
d i s o r d e r s ,  whi le r a r e l y  providing i t  at a l e ve l  on a par with the coverage p r o ­
vided f o r  physical  i l l n e s s e s .  Moreover,  proponents claim that  the insurance 
i nd u s t r y ’ s r e l i an ce  on inpat ient  care f o r  mental i l l n e s s  r e f l e c t s  a r es i s t ance  
to i ncorpora t ing new methods o f  t reatment f o r  mental d i s o r de r s ,  many o f  which 
r e l y  on l e s s - r e s t r i c t i v e  t reatment s e t t ings .
•  In 1983, the American Psych ia t r i c  Assoc ia t i on found tha t ,  out o f  300 i n ­

surance plans cover ing 33 m i l l i o n  employees and t h e i r  dependents, a l l  p r o ­
vided coverage f o r  i npat i ent  care,  but on l y  49 percent o f  the plans provided
coverage on a par with other  physical  i l l n e s s e s  ( 6 ,  p. 7 ) .  A 1985 update o f
t ha t  study indicated that  the number o f  plans o f f e r i n g  such comprehensive 
coverage had dropped to 48 percent ( 4 ,  p. 5 ) .  Moreover ,  whi le 98 percent o f  
the plans provided coverage f o r  ou tpa t i ent  t reatment ,  on ly 10 percent p r o ­
vided such treatment on the same basi s as o ther  medical condi t i ons ( 6 ,  p.
7 ) .
Proponents maintain that  mandated bene f i t s  r equ i r ing a mix o f  i npat i ent  and 

ou t pa t i en t  se rv ices  could help combat d i s c r im ina t ion  against  the menta l l y i l l  in 
insurance coverage and provide ind i v idua l s  with an appropr iate mix o f  i npa t ien t ,  
ou t pa t i en t  and p a r t i a l - h o s p i t a l i z a t i o n  s e rv ices .  Outpat ient and p a r t i a l  
h o s p i t a l i z a t i o n  se rv ices  have been proven to be a more c o s t - e f f e c t i v e  and 
t he rapeu t ic  type o f  t reatment f o r  many menta l l y  i l l  i nd i v i dua l s ,  which can aver t  
the po ten t i a l  harm o f  unne.essary inpat ient ,  h o s p i t a l i z a t i o n  (5 ,  p 38 ) .
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GENERAL LEGISLATIVE GUIDELINES: SPECIFIC STATE ISSUES IN MANDATING OR EXPANDING
MENTAL HEALTH INSURANCE COVERAGE

Lawmakers must consider c a r e f u l l y  the arguments both in f avo r  o f  and agains t  
mandated mental heal th insurance in deciding to int roduce such l e g i s l a t i o n  o r  to 
suppor t  o r  oppose i t .  S p e c i f i c a l l y ,  s t a t e  l e g i s l a t o r s  should pay c l ose  a t t e n ­
t i on  to the key quest ions r e l a t i v e  to mandating minimum mental hea l th coverage.

What is the nature o f  the law? Are minimum benef i t s  requi red o r  i s  the 
a v a i l a b i l i t y  o f  such bene f i t s  mandatory? Minimum bene f i t s  packages can increase 
the cos ts  o f  consumers’ premiums and o f  insurance d o l l a r s  paid f o r  mental hea l th
care ,  so they gene ra l l y  i nc i t e  f i e r c e  oppos i t i on from the insurance i ndus t r y .
Yet mandatory a v a i l a b i l i t y  o f  mental hea l th  insurance coverage- -o f t en cons idered 
as a p o l i t i c a l  compromise--can a l l ow the f o r ces  o f  adverse s e l ec t i on  to cont inue 
to  opera t e ,  thus perpetuat ing the improper f unct ioning o f  the mental hea l th  i n ­
surance market .

Who is covered? Insurance p o l i c i e s  u sua l l y  d i f f e r e n t i a t e  between those in- 
d i v i dua l s  who wish to improve t h e i r  o v e r a l l  mental heal th and those who are i J J  
as a r e s u l t  o f  a mental d i s o r de r ;  in gene ra l ,  insurance po l i c i e s  on l y  cover
t reatment provided to the l a t t e r .  In add i t i on ,  most insurance p o l i c i e s  l i m i t
the mental hea l th serv ices they cover so as to  preclude any l ong- term t reatment 
f o r  mental i l l n e s s .  Costs o f  mental hea l th care can go up cons i de rab l y  when 
more l ong- te rm treatment is brought under a mandate. Many argue, however,  tha t  
those who do not receive appropr iate mental hea l th care ,  whatever the du r a t i on ,  
w i l l  s imply continue to use i nappropr i a te  medical se rv ices ,  dra in the pub l i c  
mental hea l th  system and dr i ve  up the i nd i r e c t  costs o f  mental i l l n e s s  to 
s oc i e t y .

What types o f  treatment are covered? Minimum coverage gene r a l l y  app l i e s  to 
i npa t i en t  and outpat i ent  se rv ices ,  whi le o the r  laws may a l so requi r e  coverage o f  
such se rv i ces  as par t i  a l - h o s p i t a l i z a t i o n .  I npat i ent  care can o f t en be necessary 
f o r  mental d i so rder s  o f  an acute and in t ens i ve nature.  I t  can be harmfu l ,  
however, i f  t reatment in such a r e s t r i c t i v e  s et t i ng  is not c l i n i c a l l y  necessary .  
In add i t i on ,  many s ta te commitment laws r e s t r i c t  i nvo luntary h o s p i t a l i z a t i o n  to 
those cases in which the pat ient  presents a c l e a r  and present danger to h imse l f  
o r  to o t he r s .  I f  c l i n i c a l l y  f e a s i b l e ,  p a r t i a l  h o sp i t a l i z a t i o n  and ou t pa t i e n t  
care are g ene r a l l y  p re fe r r ed treatment a l t e r n a t i v e s  because they minimize the 
p a t i e n t ’ s d i s l o c a t i o n  and a l l ow him or  her  to r e t a i r  the use o f  natura l  support  
systems. In some l o c a l i t i e s ,  however, t reatment set t ings  and programs tha t  o f ­
f e r  accountable ,  commmunity-based ou tpa t i en t  and p a r t i a l - h o s p i t a l i z a t i o n  s e r ­
v i ces are l e s s  r e ad i l y  a va i l a b l e .

What coverage is provided? The problem with l e g i s l a t i v e  determinat ion o f  
minimum l e v e l s  o f  mental hea l th coverage i s  that  they tend to become maximum 
l e v e l s .  Thus, those menta l l y i l l  who r equ i re  more extensive t reatment may not 
r ece i ve  i t .  S t i l l ,  se l ec t  mandatory coverage in t h i s  area tends toward a norm.
•  Most s ta t e  laws mandate minimum inpa t ien t  care coverage o f  at l e a s t  30 days 

per yea r  in a general  or  psych i a t r i c  hosp i t a l  o r  some type o f  author i zed 
mental hea l th care f a c i l i t y ;  at l e a s t  f o u r  s ta t es  requi re i npa t i en t  care f o r  
p s y ch i a t r i c  d i so rder s  to be o f  equal va lue with that  provided f o r  phys ica l  
i l l n e s s e s  (13 ,  p. 1 . 6 ) .  Many s ta t es  tha t  requi re coverage f o r  p a r t i a l  
h o s p i t a l i z a t i o n  a l l ow twice the number o f  p a r t i a l  h o sp i t a l i z a t i o n  days as 
i npa t i en t  days (13 ,  p. 1 . 7 ) .
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• Sta te laws requi r ing or  o f f e r i n g  mental heal th bene f i t s  vary g r e a t l y  with 
r espect  to  outpat ient  t reatment .  S ta tutes can requi re coverage f o r  a c e r ­
t a i n  number o f  outpat ient  v i s i t s ,  f o r  t reatment provided up t o  a d o l l a r  
l i m i t  o r  f o r  some combination t h e r e o f .  For example, Tennessee covers 30 
ou t pa t i en t  v i s i t s  per yea r ;  Georgia covers 48-50 v i s i t s  per yea r ,  depending 
on the type o f  po l i cy .  F l o r i d a  covers ou tpat i ent  treatment up t o  S I , 000:  
Massachusetts covers $500 per yea r .  Minnesota provides f o r  coverage o f  at 
l e a s t  80 percent o f  the f i r s t  $750 o f  outpat i ent  t reatment ;  Vermont provides 
f u l l  coverage f o r  the f i r s t  f i v e  ou tpa t i en t  v i s i t s ,  and 80 percent  o f  the 
t reatment costs up to $500 a f t e r  the f i r s t  f i v e  v i s i t s .
What types o f  t reatment se t t i ngs  are covered? Most s ta t e  laws cover  inpa­

t i e n t  and outpat i ent  care provided in t r a d i t i o n a l  set t ings  such as genera l  or 
p s y c h i a t r i c  ho sp i t a l s  o r  community mental heal th centers (CMHCs). Other laws 
cover  add i t i ona l  community care p rov ide r s  such as f r e e  standing c l i n i c s .  An 
increase in the number o f  t reatment se t t i ngs  covered can increase u t i l i z a t i o n ,  
but i t  can a l so  help ensure appropr i a t e  t reatment as wel l  as use o f  the l e a s t  
r e s t r i c t i v e - - a n d  l e a s t  expens ive- - t reatment  se t t i ng .

Which mental heal th p ro f e s s i ona l s  are author i zed to provide s e r v i c e s ? Many 
s ta te  laws cover  only physicians and l i censed psycho l ogi s t s .  Others include 
such p rov ide r s  as c l i n i c a l  s o c i a l  workers and psych i a t r i c  nurses.  Increas ing 
the number o f  serv ice prov iders  can improve access and decrease the per uni t  
cost  o f  mental heal th care through increased compet i t ion among p r o v id e r s .  Yet 
i ncreas ing the number o f  serv ice p rov ide r s  can increase the t o t a l  cos t s  o f  men­
t a l  hea l th  care as a r e su l t  o f  increased u t i l i z a t i o n .

What cost  containment mechanisms does the law conta in? As with insurance 
coverage o f  physical  i l l n e s s ,  copayments and monetary caps can e f f e c t i v e l y  l im i t  
unnecessary use o f  mental hea l th  s e rv i ce s ,  but they can a l so  discourage ap­
p r op r i a t e  use o f  mental heal th se rv i ces  i f  they are too r e s t r i c t i v e .  Where co­
payments are spec i f i ed ,  they are o f ten  50 percent o f  the treatment cos t s  once 
the approp r i a t e  deduct ibl e has been subt racted (13 ,  p. 1 . 7 ) .  (The standard de­
duc t ib l e  f o r  physical  i l l n e s s  i s  20 pe rcen t . )  Prov i s i ons  f o r  peer review p r i o r  
t o  reimbursement f o r  serv ices can e f f e c t i v e l y  l im i t  unnecessary p ro v i s i on  o f  
se rv ices  by prov ide r s .

What types o f  p o l i c i e s  are requi red to provide the minimum l e v e l  o f  s e r ­
v i c e s ? A l l  mandated benef i t s  laws cover  group insurance p o l i c i e s ;  many cover 
i nd i v idua l  p o l i c i e s  as we l l .  Requi r ing ind iv idua l  insurance po l i c i e s  t o  provide 
the minimum bene f i t s  necessa r i l y  ensures that  such bene f i t s  are a v a i l a b l e .  But 
i t  can a l so  d i scr iminate against  and r a i s e  premium costs f o r  a we l l - i n f o rmed 
consumer who knows with a much g r e a t e r  c e r t a i n t y  than a l a rg e  co r po r a t i on  buying 
on be ha l f  o f  i t s  employees whether o r  not such bene f i t s  are necessary .  More­
over ,  i nc lud ing both group and i nd i v idua l  insurance plans can increase the trend 
towards s e l f - i n su r ance  among employers and i nd i v idua l s .

THE STATES' RESPONSE IN RECENT YEARS
The f o l l ow ing  char t  d e l i nea te s  the ex i s t i ng  26 s ta te  minimum bene f i t s  laws 

with respect  t o  the type o f  mandate, the year  passed and the s e rv i ces ,  p o l i c i e s  
and p rov ide r s  covered.  In 1987,  at  l e a s t  twenty-seven s ta tes  are cons ider ing 
l e g i s l a t i o n  tha t  w i l l  mandate minimum mental hea l th b ene f i t s ,  expand bene f i t s  
l e v e l ,  se rv i ce  providers o r  insurance prov ider s ,  o r  study var i ous aspects o f  
mental hea l th insurance.
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At present ,  12 s ta t es  requi r e  minimum bene f i t s ,  12 s ta t es  requi r e  the 
a v a i l a b i l i t y  o f  such bene f i t s  and two s ta tes  r equ i re  coverage f o r  ce r t a i n  s e r ­
v ices and the a v a i l a b i l i t y  o f  coverage f o r  o t he r s .  Connect icut was the f i r s t  
s t a te  to pass such a law in 1971; Georgia and Oregon were the most recent  s ta tes  
to pass such l e g i s l a t i o n  in 1984. The ma j o r i t y  o f  the s ta t es  passed t h e i r  laws 
in the m id - t o - l a t e  1970s.  The s t a t u t es  in 23 s ta tes  cover  i npat i ent  care ,  24 
cover  ou t pa t i en t  care and nine cover  p a r t i a l  h o s p i t a l i z a t i o n .  (Wisconsin's law 
does not spec i f y  the types o f  se rv i ces  covered:  i t  merely s t i pu l a t e s  that  
coverage i s  provided f o r  t reatment o f  mental i l l n e s s  at usual and customary 
r a t e s . )  Al l  26 s t a t e s  cover group p o l i c i e s ;  nine cover i nd iv idua l  p o l i c i e s  as 
w e l l .  A l l  cover  s e r v i ces  provided by a phys ic ian,  24 cover se rv ices  provided by 
a l i censed p s ycho l og i s t ,  12 cover se rv i ces  provided by a l i censed o r  c l i n i c a l  
s oc i a l  worker and s i x  provide coverage f o r  add i t i o na l  se rv i ce  providers  i nc l ud ­
ing p s ych i a t r i c  nurses ,  marr iage and f ami ly counse l o r s ,  l i censed psycho­
t h e r ap i s t s  and pa s t o r a l  counselors (see char t  o f  s t a t e  laws,  p. 11) .

FUTURE IMPLICATIONS AND DIRECTIONS
The t r a ck  record o f  recent l e g i s l a t i v e  attempts to pass mandated mental 

hea l th l e g i s l a t i o n  may o r  may not i nd i ca t e  that  a p lateau has been reached among 
the s ta t es  tha t  p lan to  adopt such measures. Many s ta t e  lawmakers suspended 
t h e i r  e f f o r t s  in t h i s  area pending the Supreme Cour t ' s  dec i s i on in Met ropo l i tan 
L i f e  v. Massachusett s .  According to the Nat ional  Mental Heal th Assoc ia t i on ,  
l e g i s l a t i v e  i n t e r e s t  in mental hea l th mandates has r i s en  cons iderab l y  since the 
Supreme Court upheld the Massachusetts law.

E f f o r t s  among those states tha t  a l ready have mandates are l a r g e l y  focused 
on updating o r  expanding t h e i r  laws. A number o f  s ta t es  have considered l e g i s l a ­
t i o n  to expand the number o f  se rv i ce p rov ider s  covered by the mandate. In 1986, 
Maryland, Minnesota,  and New Hampshire are a l l  cons ider ing l e g i s l a t i o n  to put 
Heal th Maintenance Organizat ions (HMOs) under t h e i r  mandates. Massachusetts is 
cons ider ing l e g i s l a t i o n  t o  include s p e c i a l i s t s  in p s ych i a t r i c  and mental heal th 
nurs ing,  Minnesota t o  include c e r t i f i e d  p sycho l og i s t s ,  and New Hampshire to i n ­
clude c l i n i c a l  s o c i a l  workers .  In 1985,  C a l i f o r n i a ,  New York,  and West V i r g in i a  
cons idered,  but did not pass, l e g i s l a t i o n  that  would have made mandatory the
mental hea l th coverage t ha t  is p re sen t l y  op t i ona l  in a l l  insurance p o l i c i e s .  In 
1986,  Maryland decreased from 50 to 40 percent the copayment on outpat i ent  men­
t a l  hea l th care ( 1986 Md. Laws, chap. 8 43 ) .

Sta tes  are a l s o  beginning to act  on qua l i t y  assurance and u t i l i z a t i o n  r e ­
view. In 1985, the Oregon State Heal th Planning and Development Agency issued 
the f i r s t  o f  two requ i red  repor ts  eva lua t ing the e f f e c t i v ene s s  o f  that  s t a t e ' s  
1984 bene f i t s  law, which mandated coverage f o r  ou tpa t i en t  and p a r t i a l
h o s p i t a l i z a t i o n  s e r v i c e s  and s i g n i f i c a n t l y  reduced i npa t ient  care coverage.

The s ta t u t e  a l l owed insurers two cost  containment op t i on s ,  one o f  which was
adopted by Blue Cross /B lue  Shield o f  Oregon and seems l i k e l y  to  be adopted by
o t he r  Oregon i n s u r e r s :  p ro fess i ona l  peer review o f  reimbursement claims,  ev a l u ­
ated f o r  both the l e v e l  o f  care and length o f  t reatment .  Whi le the r epor t  
acknowledges c e r t a i n  problems with the e x i s t i ng  s t a tu t e ,  i t  does s tate that  in 
Oregon "more people are cu r ren t l y  r ece i v i ng  se rv i ces  f o r  l e s s  money" than were 
p r e v i ou s l y .  I t  notes t ha t  nominal increases in outpa t i en t  care costs h3ve been 
o f f s e t  by marked decreases in i npa t ient  care cos ts  f o r  both Blue Cross/Blue 
Shie l d  and Se l ectCare ( 14 ,  p. 10) .
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States must remember, however, that  much o f  the research r e l a t i v e  to the 
impact o f  s ta t e  minimum bene f i t s  has y i e l ded  c o n f l i c t i n g  evidence.  Both the 
insurance indust ry and the mental hea l th community d i spute each o t he r ' s  s t a t i s ­
t i c s ,  c i t i ng  f l aws in research design and biased i n t e r p r e t a t i o n  o f  data.  More­
over ,  in 1984-85,  the Ba l t imore ,  Maryland-based Center f o r  Heal th Po l i cy  Studies 
undertook a major  review o f  the l i t e r a t u r e  r e l e v an t  t o  mandated mental hea l th 
insurance and made recommendations regarding f u r t h e r  r esea rch .  The repor t  c i t ed 
methodological  i ncons i s t enc ies  in the research tha t  had been done, such as d i f ­
ferences in p rov ide r  s e t t ings  and the use o f  hea l th insurance claims as research 
data,  as cause f o r  t h i s  c o n f l i c t i n g  evidence ( 13 ,  pp. 1 . 12 ,  3 . 5 8 ) .  Thus s ta te  
l e g i s l a t o r s  must remember to eva luate the e f f e c t i v en e s s  o f  a minimum bene f i t s  
law in l i g h t  o f  the mental heal th system and resources  wi thin t h e i r  own s ta t e .

F i n a l l y ,  the p r i v a t e  sec t o r  a l so  has begun to address more aggress ive l y  the 
issue o f  mental hea l th  care f o r  employees. In deciding to  support o r  oppose 
mandated mental hea l th insurance,  s t a t e  l e g i s l a t o r s  would want to weigh c a r e f u l ­
l y  any changes in the corporate wor ld ' s  o v e r a l l  approach to  combating mentJ  
i l l n e s s .  For example, a 1984 survey o f  64,  most l y Fortune 500,  companies with 
over 19 m i l l i o n  employees indicated substant ive changes in approach to mental 
hea l th care :
• 19 percent had r e c en t l y  increased t h e i r  l i f e t im e  o r  annual maximums f o r  men­

t a l  hea l th coverage;
• 22 percent had r e cen t l y  enhanced t h e i r  coverage f o r  ou tpa t i en t  se rv i ces ,  

with an addi t i ona l  e ight  percent planning to  increase ou tpa t i en t  coverage in 
the near f u t u r e ;

•  73 percent had developed Employee Ass i stance Programs (EAPs) to combat the 
problems assoc ia ted with emotional problems and a l coho l  and drug abuse. 
Whi le 30 percent o f  the EAPs s t i l l  focused on a l coho l  and drug abuse i n t e r ­
vent ion and t reatment ,  68 percent had broadened t h e i r  scope to include 
sho r t - t e rm mental hea l th  t reatment ;

• 41 percent had implemented s t r e s s  management programs ( 15 ,  pp 15-16 ) .
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STATE MANDATORY MENTAL HEALTH INSURANCE LAWS

STATE

AR
CA
CO
CT
FL
GA
IL
KS
LA
ME

MD

MA
MN
MO
MT
NH
NY

ND
OH
OR
T N

VT
VA

WA
WV
WI

1)

2)

3)

4)

5)

6)

MANDATE TYPE SERVICES COVERED POLICIES
COVERED

ADDITIONAL
PROVIDERS"
COVERED

X 1979 X X X X X
X 1973 X X X X X

X 1976 X X X X X
X 1971 X X X X X X X

X 1976/83 X X X X X
X 1984 X X X X X
X 1975 X X X X X
X 1978 X X X X X
X 1975 X X X X X

X 1983 X X X X X X
X 1974 X X X X X X

X X X
X 1973 X X X X X X
X 1975 X X X

X 1980 X X X X
X 1983 X X X X X
X 1975 X X X X X

X 1977 X X X X X
X 1975 X X X
X 1978 X X X
X 1984 X X X X X X

X 1974 X X X
X 1975 X X X X X

X 1975 X X X X X
X 1975 X X X X
X 1983 --see note # 6 - X X
X 1977 X X X X X

X 1975/85 X X X

(1)

(2)

(2) (3)

(4)

(5)

(7)

psychiatric nurses and licensed marriage, fam ily and ch ild  counselors
psychiatric nurses
licensed psychotherapists
licensed pastoral counselors
nurse practitioners
Coverage provided fo r treatment at usual and customary rates, subject to 
reasonable deductibles and copayments, fo r services provided by a licensed 
physician, a licensed psychologist or a licensed community mental health 
agency.
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NEW HAMPSHIRE CASE STUDY: THE PROS AND CONS OF EXPANDING 
EXISTING MENTAL HEALTH BENEFITS

New Hampshire’ s cur rent  mental heal th b ene f i t s  law, passed in 1975 and im­
plemented in 1977, requi res  cer ta in minimum mental hea l th coverage 1n a l l  group 
Insurance p o l i c i e s .  The law d i f f e r s  from many s ta t e  mandated bene f i t s  laws in 
that  i t  d i f f e r e n t i a t e s  between major medical and non-major medical insurance
p o l i c i e s  and con t rac t s .  Major medical p o l i c i e s  must provide i npa t i en t ,  p a r t i a l
h o s p i t a l i z a t i o n  and outpat i ent  serv ices f o r  mental i l l n e s s  on a par with o the r  
i l l n e s s e s ,  with an annual l im i t  o f  $3 ,000 and a l i f e t im e  l im i t  o f  $10 , 000 .  Non­
major  medical p o l i c i e s  must cover 15 hours o f  ou tpa t i en t  care,  with the pa t ien t  
assuming the cost  o f  the f i r s t  two v i s i t s .

As a r e s u l t  o f  the law, the New Hampshire s ta t e  hosp i t a l  and the CMHCs have 
reaped sub s t an t i a l  bene f i t s  from sh i f t i ng  cos t s .
•  The s t a t e  b i l l s  about $450,000 per year  to p r i va t e  insurers  f o r  care p r o ­

vided in the New Hampshire State Hosp i ta l .  This return on care provided to 
insured ind i v idua l s  helps def ray the costs  o f  tha t  care and ensure that  
s t a t e  funds are on ly used f o r  t r u l y  ca tas t roph ic  mental hea l th problems that  
r equ i r e  long- term care and treatment o f  an acute nature ( 1 6 ) .

•  In 1986,  New Hampshire’ s CMHCs w i l l  r ece ive an estimated $4 . 5  m i l l i o n  f rom 
p r i v a t e  insure r s  f o r  care provided in l oca l  se t t i ngs  and covered by the
s t a t e  mandate ( 1 6 ) .  These savings to the CMHCs are c r i t i c a l  to ensure the
a v a i l a b i l i t y  o f  many community-based counsel ing and mental hea l th care s e r ­
v i ces  that  cannot be, by s ta te law, paid f o r  by s ta te  d o l l a r s .  Without 
reimbursement from p r i va te  i nsure r s ,  these se rv ices  might not e x i s t .  New 
Hampshire s t a t e  law s t i pu l a t es  that  s t a t e  funds can be used only f o r  the
s eve r e l y  and ch r on i c a l l y  mental l y i l l ,  and f o r  menta l l y i l l  e l d e r l y  o r  c h i l ­
dren ( 1 6 ) .
Blue Cross /B lue Shie ld o f  New Hampshire opposed the o r i g i na l  law and opposes 

the c u r r e n t l y  proposed amendments to i t .  As reason f o r  i t s  past and present
oppo s i t i on ,  the insure r  c i t es  dramatic increases in i t s  own costs f o r  mental
hea l th  care as wel l  as the quest ionable e f f e c t i v ene ss  o f  the law’ s cost  con t a i n ­
ment measures.
•  Between 1977 and 1981, Blue Cross/Blue Shie ld  increased by 245 .4  percent 

the amount that  i t  paid to the s t a t e ’ s CMHCs f o r  mental hea l th care .  During 
the same per iod ,  ra tes  charged by the CMHCs increased 30 percent more than 
the r a t es  charged by p r i va te  p s ych i a t r i s t s  ( 1 7 ) .

« I npa t i en t  claims have remained constant and the average length o f  stay in
an i npa t i en t  psych i a t r i c  f a c i l i t y  has gone up f rom 19 to 22 days ( 1 7 ) .

t  Eighty- two b i l l i n g  uni ts  o f  psycho l ogi s t s  and pas to ra l  counse l ors  now q u a l i ­
f y  f o r  reimbursement, as opposed to the 13 psycho l ogi s t s  who qua l i f i e d  f o r  
reimbursement p r i o r  t o  the mandate, i nd ica t ing  a rapid growth in se rv i ce  
p rov ide r s  f o l l owing the mandate ( 1 7 ) .
A number o f  l e g i s l a t i v e  proposal s are cu r r en t l y  being considered in New

Hampshire r e l a t ed  to the s t a t e ’ s mandated mental hea l th law. These proposa l s  
i nc lude :
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•  Increas ing the minimum outpat i ent  coverage from 17 outpat i ent  v i s i t s  t o  25 
v i s i t s ,  with no more than a 50 percent copayment and an annual cap o f  $2500;

•  Expanding the number o f  e l i g i b l e  serv ice prov iders  to include c l i n i c a l  s o ­
c i a l  workers ;

•  Extending the mandate to include Heal th Maintenance Organizat ions (HMOs).
The s ta t e  i s  a l so  studying the poss ib l e  implementation o f  some type o f  

q u a l i t y  assurance o r  u t i l i z a t i o n  review procedure to ensure that  the mental 
hea l th se rv ices  provided under the mandate are necessary and o f  high q u a l i t y .

The NCSL Mental Heal th P ro j ec t  conducted a technical  ass i s tance program f o r  
New Hampshire in January 1986 to help educate l e g i s l a t o r s  and s t a f f  about the 
poss ib l e  consequences o f  and a l t e r n a t i v e s  to the proposed changes in the s t a t e ’ s 
minimum bene f i t s  laws. Pa r t i c i pa t i ng  in the program was Dr.  Richard Frank,  men­
t a l  hea l th economist ,  Johns Hopkins Un ive r s i t y ,  Ba l t imore ,  Maryland. The sug­
gest i ons provided to New Hampshire do not n ecessa r i l y  r e f l e c t  those o f  NCSL o r  
the Nat ional  I n s t i t u t e  o f  Mental Heal th.

ARGUMENTS FOR AND AGAINST THE PROPOSED CHANGES IN NEW HAMPSHIRE’ S LAW
Increas ing the mandate. Increasing the mental heal th bene f i t s  r equi red can 

increase u t i l i z a t i o n  and costs as wel l  as the amount o f  the r eg ress ive  tax tha t  
mandates impose on working i nd i v i dua l s .  Yet an increase in bene f i t  l e v e l s  w i l l  
mi t iga te  f u r t h e r  the forces o f  adverse s e l ec t i on  in the market f o r  mental hea l th  
insurance and t r a n s f e r  more o f  the cos ts  f o r  mental hea l th care from i nd i v i dua l s  
and the publ ic s ec to r  to the p r i va t e  s ec t o r .

Increas ing the number o f  e l i g i b l e  serv ice providers  to include soc ia l  work­
e r s . Increas ing the number o f  e l i g i b l e  serv ice prov iders  can increase the 
u t i l i z a t i o n  and costs o f  mental hea l th serv ices and s h i f t  a g re a te r  percentage 
o f  the costs o f  mental heal th care to the p r i va t e  insurance indus t ry .  Yet an 
increase in the number o f  serv ice prov iders  can increase consumer access.  In 
add i t i o n ,  inc luding soc ia l  workers could encourage more compet i t ion among e x i s t ­
ing se rv i ce  p ro v i de r s ,  thus decreasing the per uni t  cost o f  mental hea l th care 
and increas ing the qua l i t y  o f  care since providers w i l l  need to ensure high 
q ua l i t y  care in o rde r  to r e t a i n  t h e i r  c l i e n t s .

I nc luding HMOs under the mandate. Including HMOs under the mandate would 
decrease t h e i r  compet i t i ve edge against  t r a d i t i o na l  insurance c a r r i e r s  a l ready 
covered by the mandate and would spread the r i s k  o f  mental hea l th care cos ts  
over  a g r e a t e r  number o f  i nd i v i dua l s .  Yet including HMOs could acce l e r a t e  the 
t rend toward s e l f - i n su r ance  among those businesses and i nd iv idua l s  s t r i v i n g  to 
hold down t h e i r  hea l th care cos t s .

SOLUTIONS THAT COULD BRING PROS AND CONS INTO AN APPROPRIATE BALANCE
Increase the minimum coverage and the number o f  serv ice prov ider s  in con­

j unc t i on  with o t he r  cost  containment mechanisms. New Hampshire could move ahead 
with l e g i s l a t i o n  designed to increase the minimum coverage requi red under the 
mandate and to  expand the number o f  se rv i ce providers  i f  i t  made use o f  o t he r  
cost  containment measures that  would o f f s e t  the increased use o f  mental hea l th  
se rv i ces  that  such a dual increase in coverage and e l i g i b l e  serv ice p rov ide r s
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would probably br ing about. Examples o f  such containment measures that  could be 
employed include:
•  Increas ing deduct ib l es  o r  copayment r a t es ;
•  Limi t ing increases in outpat i ent  coverage to roughly 25 v i s i t s ,  a f t e r  which 

the o f f s e t  e f f e c t s  o f  mental heal th care on use o f  medical care tend to 
decrease.
Implement some type o f  vigorous u t i l i z a t i o n  review and qu a l i t y  assurance 

programs. The s ta t e  could a l so  work to cont ro l  upward pressure on u t i l i z a t i o n  
i f  i t  implemented some type o f  qua l i t y  assurance or  u t i l i z a t i o n  review p r o ­
cedure.  New Hampshire may wish to consul t  the American Psych i a t r i c  Assoc i a ­
t i o n ’ s gu ide l i nes  f o r  peer review o f  psych ia t r i c  claims and the American Psy­
cho l og i c a l  A ss oc i a t i o n ’ s guide l i nes  f o r  peer review o f  psycho logica l  c l a ims.  
Such peer review programs have a l ready been c redi ted with saving m i l l i o n s  o f  
d o l l a r s  nat ionwide.

Along th i s  l i n e ,  New Hampshire may want to consider  br inging HMOs under the 
mandate, as they have both the admini s t ra t i ve a b i l i t y  to cont ro l  costs  and the 
incent i ves  to cont ro l  u t i l i z a t i o n .

CONCLUSION
Since New Hampshire’ s exper ience with i t s  present mental hea l th mandate has 

been gene r a l l y  p o s i t i v e ,  the s ta te  would want to weigh c a r e f u l l y  any poss ib l e  
amendments to the law before proceeding.  Yet i f  the s t a t e  decides to move ahead 
with proposed changes, i t  can move ahead with the knowledge that  the present  law 
w i l l  provide a s o l i d  foundat ion f o r  f u r t he r  act ions in t h i s  area.
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TECHNICAL ASSISTANCE PROGRAM TAPES AND BACKGROUND MATERIALS

Ava i l ab l e  through the NCSL Mental Heal th P ro j ec t  are edi ted tapes o f  the 
actual  t echnica l  ass i s tance program presented f o r  New Hampshire in January 
1986, as wel l  as the background mate r i a l s  d i s t r i bu t ed  at the New Hampshire 
program.
The tapes o f  New Hampshire's technica l  ass i s t ance program, e n t i t l e d  
"Mandating and Expanding Mental Heal th Insurance Bene f i t s :  The Pros and
Cons" f e a tu re  keynote addresses by Dr.  Richard Frank, Ass i s t ant  P ro f es so r ,  
Department o f  Heal th Po l i cy  and Management, Johns Hopkins Un i ve r s i t y  and 
Alexander Ta f t ,  Vice Pres ident  o f  Publ ic Re l a t i ons  and Leg i s l a t i v e  Lia i son,  
Blue Cross /B lue Shie ld o f  New Hampshire.

Background ma t e r i a l s  r e l a t i n g  to "Mandating and Expanding Mental Heal th 
Insurance Bene f i t s :  The Pros and Cons" inc lude a summary o f  s e l ec t  s ta te  
l e g i s l a t i o n ,  a b ib l i og raphy and a check l i s t  t^at  i n t e r es ted  l e g i s l a t o r s  and 
s t a f f  may r e t u r n  f o r  copies o f  l e g i s l a t i o n  and b i b l i o g r aph i c  ma te r i a l s .

I f  you wish to rece ive loan copies o f  these tapes ,  o r  the background 
info rmat i on d i s t r i b u t e d  at the technica l  ass i s tance program, please copy, 
complete and r e t u r n  the form below to the Mental Heal th P r o j e c t ,  NCSL, 1050 
17th S t r e e t ,  Su i t e  2100,  Denver, Colorado 80265.

Name:
T i t l e :
Address:

Requesting New Hampshire background ma t e r i a l s   tapes
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NEIL GOLDSCHMIDT 
OOVEfWO*

Department of Human Resources
OFFICE OF HEALTH POLICY
3886 B EV ER LY  AVENU E NE, SU ITE  19, SA LEM , OREGO N 97305-1389 PH O NE 378-4684

Memorandum Ju ly  30, 1987

TO: In te re s te d  Persons

FROM: Wayne^TrWolfe, A c t in g  A ss is ta n t  D i r e c to r
O f f i c ^ o f  Health P o l i c y  
Depa^ment o f  Human Resources

SUBJECT: P u b lica t io n s  o f  the  Former S ta te  Health Planning
and Development Agency

The 1987 L e g is la tu re  e lim inated  the S ta te  Health Planning and 
Development Agency through Senate B i l l  343 and p la ced  i t s  
r e s p o n s ib i l i t i e s  w ith  the D i r e c t o r ' s  O f f i c e  o f  the  Department o f  
Human Resources. I t  i s  now known as the O f f i c e  o f  Health P o l i c y  
and w i l l  con tinue  w ith  i t s  former d u tie s  o f  hea lth  planning and 
p o l i c y  development, program and f a c i l i t y  review, c e r t i f i c a t e  o f  
need and O f f i c e  o f  Rural Health.

The O f f i c e  o f  Health P o l i c y  w i l l  con tinue  to make cop ies  a va i la b le  
o f  the p o l i c y  papers and reports  developed by the  former S ta te  Health 
Planning and Development Agency.

Questions regarding these  p u b l ica t io n s  should be re fe rred  to  the 
O f f i c e  o f  Health P o l i c y ,  3886 Beverly  Avenue, N .E . ,  S u ite  19; Salem, 
Oregon 97305; telephone 378-4684.

WJW:ah

A N  E Q U A L  O P P O R T U N I T Y  E M P L O Y E R

Toll F r e e  1 - 8 0 0 - 2 5 5 - 7 0 0 7



SCO TT  MANCHESTER, MSW
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The Honorable V i c t o r  At iyeh 
Governor

The Honorable John X itzhaber 
President o f  th e  Senate

The Honorable Vera Katz 
Speaker o f the  House

Mental i l l n e s s  and drug abuse are se r io u s  problems in  the s ta te  o f Oregon, 
d i r e c t l y  a f f e c t i n g  hundreds o f  thousands o f Oregonians and i n d i r e c t l y  
a f fe c t in g  a l l  o f  us. In r e co g n it io n  o f  these problem s, the 1983 Oregon 
Leg is la tu re  passed  le g i s la t i o n  aimed at assuring th a t  Oregonians have 
a ccess  to c o s t  e f f e c t i v e  mental hea lth  and chem ica l dependency treatm ent, 
by requiring  th a t  insurance p o l i c i e s  cover  such trea tm en t.

The attached r e p o r t  f u l f i l l s  the o b l ig a t io n  of the S ta te  Health Planning 
and Development Agency (SHPDA) under S e c t io n  8 o f  Chap ter  601, Oregon 
Laws 1983 (S en a te  3 i l l  522), by prov id ing  an a n a ly s is  o f  Oregon's ex p e r i ­
ence with mandated insurance b e n e f i t s  for mental h e a l th  and chem ical 
dependency w h ich  were crea ted  by tha t s ta tu te .

Chapter 501 p rov id ed  insurance b e n e f i t s  fo r  the f i r s t  time fo r  r e s id e n t ia l  
and o u tp a tien t  mental health  and chem ica l dependency s e r v i c e s .  Pre­
v io u s ly ,  coverage  was mandated for on ly  the most expensive  s e t t in g  fo r  
ca re—in p a t ie n t  s e r v i c e s .  3y prov id ing  coverage fo r  le s s  expensive 
s e r v i c e s ,  and a llow ing  insurance  companies to s c reen  c la im s to determine 
whether a le s s  in te n s iv e  s e c t in g  would have been a p p ro p r ia te ,  i t  was 
hoped that Cha p te r  601 would r e su l t  in  more people r e c e iv in g  mental 
hea lth  and ch e m ica l  dependency s e r v i c e s ,  while at the  same time con ta in in g  
c o s t s .

Th is  report f in d s  that the s ta tu te  seems to have a ch ie v e d  i t s  intended 
e f f e c t s .  The s e r v i c e  d e l iv e ry  system has undergone a r e s t ru c tu r in g  
that invo lves  l e s s  emphasis on in p a t ien t  care and g re a te r  emphasis on 
ou tpa tien t and r e s id e n t ia l  s e t t in g s .  The b en e f i t  l e v e l s  crea ted  by the 
s ta tu te  have r e s u l t e d  in many more people re ce iv in g  trea tm en t,  while 
in creasing  c o s t s  to in su rers  by only about one p e r ce n t .

A N  E Q U A L  O P P O R T U N I T Y  E M P L O Y E R

Toll F r e e  1 - 8 0 0 - 2 5 5 - 7 0 0 7
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December 15,  1986

The Honorable V i c t o r  A tiyeh  
Governor

The Honorable John K itthaber  
P residen t o f  the Senate

The Honorable Vera Katz 
Speaker o f the House

Mental i l l n e s s  and drug abuse are se r io u s  problems in  the s ta te  o f  Oregon 
d i r e c t l y  a f f e c t i n g  hundreds o f  thousands o f  Oregonians and i n d i r e c t l y  
a f f e c t in g  a l l  o f  us. In re co g n it io n  o f  these  problems, the 1983 Oregon 
L e g is la tu re  passed l e g i s la t i o n  aimed at a ssu r ing  th a t  Oregonians have 
a ccess  to c o s t  e f f e c t i v e  mental hea lth  and chem ica l  dependency treatm ent, 
by requ ir ing  tha t  insurance  p o l i c i e s  cove r  su ch  trea tm ent.

The a tta ched  report  f u l f i l l s  the o b l ig a t io n  o f  the S ta te  Health Planning 
and Development Agency (SHPDA) under S e c t io n  8 o f  Chapter 601, Oregon 
Laws 1983 (Senate  3 i l l  512), by prov id ing  an a n a ly s is  o f  Oregon’s ex p e r i­
ence with mandated insurance b e n e f i t s  fo r  mental hea lth  and chem ica l 
dependency which were c rea ted  by tha t s t a tu t e .

Chapter 601 prov ided  insurance b e n e f i t s  fo r  the f i r s t  time fo r  r e s id e n t ia  
and o u tp a t ien t  mental hea lth  and chem ica l dependency s e r v i c e s .  Pre­
v io u s ly ,  coverage was mandated for on ly  the most expensive s e t t in g  fo r  
ca re—in p a t ie n t  s e r v i c e s .  3y prov id ing  coverage fo r  le s s  expensive 
s e r v i c e s ,  and allowing insurance  v.ompanies to s c re e n  c la im s to determine 
whether a le s s  in te n s iv e  s e t t in g  would have been a pprop r ia te ,  i t  was 
hoped that Chapter 601 would r e s u l t  in  more people r e c e iv in g  mental 
hea lth  and chem ica l dependency s e r v i c e s ,  w h ile  at the same time co n ta in in  
c o s t s .

Th is  report f in d s  that the s ta tu te  seems to have a ch ieved  i t s  in tended  
e f f e c t s .  The s e r v i c e  d e l iv e r y  system has undergone a r e s t r u c tu r in g  
that in vo lves  le s s  emphasis on in p a t ie n t  ca re  and g rea te r  emphasis on 
o u tp a tien t  and r e s id e n t ia l  s e t t in g s .  The b e n e f i t  l e v e l s  c rea ted  by the 
s ta tu te  have r e su l te d  in many more people r e c e iv in g  trea tm ent, while 
in creas ing  c o s t s  to in su re rs  by only about one p e r ce n t .
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There  have been some problems a s s o c ia te d  w ith  the implementation o f 
Chapter 601. Over the past 15 months, the SHPDA has sponsored a s e r ie s  
o f  meetings which have in v o lv e d  over one hundred persons rep re sen t in g  
a l l  groups with an i n t e r e s t  in  t h i s  s ta tu t e .  These work groups have 
i d e n t i f i e d  issues  a s so c ia te d  w ith  Chapter 601, and in many cases  have 
reached agreement on s o lu t io n s .  The SHPDA i s  g ra te fu l  to a l l  o f  the 
work group p a r t i c ip a n ts  fo r  the many hours tha t they have c o n t r ib u te d  
to  t h i s  eva lua tion  p rocess  and fo r  t h e i r  e f f o r t s  to provide us with 
data on the impact o f  Chapter 601. As a r e s u l t  o f  th is  p ro ce s s ,  the 
SHPDA i s  making a number o f  recommendations for  changes in  the s ta tu t e .
Our recommendations are d e ta i l e d  in  t h i s  repor t  and are in co rp o ra ted  
in to  three  b i l l s  which have been p r e -s e s s io n  f i l e d  for co n s id e ra t io n  by 
the 1987 L e g is la tu re :  S3 30 , SB 31, and SB 32.

The most s i g n i f i c a n t  r f  our recommendations are that the sunse t on Chapter 
601 be removed; tha t minimum b e n e f i t  l e v e l s  fo r  ch i ld re n  and a do les cen ts  
be improved; and tha t the s t a t u t e  no longer allow lower b e n e f i t  l e v e l s  
fo r  persons with both a mental i l l n e s s  and a chem ical dependency problem 
than i t  provides fo r  persons w ith  a mental i l l n e s s  alone.

T h is  agency b e l ie ve s  that t h i s  rep o r t  represen ts  a balanced p re se n ta t io n  
o f  a l l  the issues  r e la te d  to  mental hea lth  and chemical dependency in s u r ­
ance b e n e f i t s  in  Oregon. He b e l i e v e  tha t Oregon's experiment w ith  a ch ie v ­
ing co s t  containment in  mental h e a l th  and chem ical dependency s e r v i c e s  
through reimbursement i n c e n t i v e s  has proven s u c c e s s fu l .

We hope that Oregon's L e g i s la t i v e  Assembly w i l l  con tinue t h i s  program, 
but at the same time co n s id e r  a d jr t tm en ts  to some e x is t in g  p ro v is io n s  
as proposed in  th is  r e p o r t ' s  recommendations.

R icha rd  H. Grant 
D i r e c to r

RHG:iu
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I N T R O D U C T I O N

T h is  i s  the second report  developed by the S ta te  Health  Planning and 
Development Agency (SHPDA) to comply w ith  S e c t io n  8 o f  Chapter 601,
Oregon Laws 1983. A report was a lso  prepared fo r  the 1985 l e g i s l a t i v e  
s e s s io n .  The cu r re n t  report  rep resen ts  an update o f  the 1985 re p o r t .
The s ta tu te  was c rea ted  bj the 1983 l e g i s l a t i v e  se s s io n  through enactment 
o f  Senate B i l l  522 o f  tha t se ss io n .  I t  i s  s t i l l  g en era l ly  r e fe r r e d  to 
as "SB 522"; however, in  order to avoid co n fu s io n  w ith  the cu r re n t  s e s ­
s io n ' s  b i l l  numbers, the 1983 s ta tu te  w i l l  be r e fe r r e d  to in  t h i s  report  
as "Chapter 601." S e c t io n  8 o f th is  s ta tu te  reads:

"SECTION 8. The S ta te  Health  Planning and Development Agency s h a l l  
co n s u l t  w ith  the Insurance Commissioner and w ith  a l l  in su re rs ,  p u b l i c  
and p r iv a te  p rov iders  and s ta te  agencies  which implement p o l i c i e s  
under the a u th o r i ty  o f  t h i s  A c t ,  in  order to prepare repor ts  to 
the 1985 and 1987 sess ions  o f the L e g i s l a t i v e  Assembly. The purpose 
o f  the reports  s h a l l  be to :

" (1 ) D escr ib e  the ex tent to which the op tions  under th is  A ct  have 
been ex e rc ised .

" (2 ) I d e n t i f y  savings and expenses a t t r ib u ta b le  to the e x e r c is e  o f  
the op tions .

" (3 ) I d e n t i f y  problems which in t e r f e r e  w ith , or a r is e  from, e x e r c is e s  
o f  the op tions ,  and evalua te  a l t e r n a t i v e  s o lu t io n s  to such 
problem s.

" (4 ) Recommend whether or not the approaches to  co s t  containment, 
au thorized  as op tions under th is  A c t ,  should  be e lim ina ted , 
con tinued  or made mandatory; and whether or not they should 
be extended, on an op tiona l or a mandatory b a s is ,  to other 
coverages under insurance  p o l i c i e s  w r i t t e n  in  Oregon.

" (5) Recommend and d es cr ib e  d es ira b le  c h a r a c t e r i s t i c s  o f o ther
approaches to co s t  concainment which may be appropria te  for 
l e g i s l a t i v e  a c t io n ."

T h is  report  i s  a lso  intended to f u l f i l l  the requirem ents o f ORS 171.875 
and 171.880, which requ ire  that any l e g i s l a t i v e  measure proposing mandated 
h e a lth  insurance  coverage be accompanied by a report  assessing  the s o c ia l  
and f in a n c ia l  e f f e c t s  o f  that coverage.

P rov is io n s  o f Chapter 601

Chapter 601 took e f f e c t  on Ju ly  1, 1984. T h is  s ta tu te  made major changes 
in  the requirements fo r  coverage o f  mental i l l n e s s  and chem ica l dependency 
treatm ent by insurance  companies.

The purpose o f  the law is  to provide reimbursement in c e n t i v e s  so tha t,
"to the g rea tes t  extent p o ss ib le ,  the le a s t  c o s t l y  s e t t in g s  fo r  treatm ent, 
o u tp a t ien t  s e r v i c e s  and r e s id e n t ia l  f a c i l i t i e s ,  s h a l l  be w ide ly  a va ila b le  
and u t i l i z e d  except when co n tra in d ica te d  because o f  in d iv id u a l  hea lth  
care needs" (Chapter 601, S e c t io n s  3 and 4 ) .
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The p ro v is io n s  o f  the b i l l  were expected to r e s u l t  in  more people r e c e i v ­
ing treatm ent fo r  mental i l l n e s s  and chem ica l dependency, while  con ta in ing  
c o s ts  to  in s u re r s .

The e n t i r e  t e x t  o f  the s ta tu te  i s  in c lu d e d  as Appendix A o f  t h i s  r e p o r t .

The s ta tu t e  fo r  the f i r s t  time mandated tha t  in su rance  companies cover  
r e s id e n t ia l  and ou tp a t ien t  s e t t in g s  fo r  mental h e a lth  and chem ica l de­
pendency. For mental hea lth ,  p o l i c i e s  are requ ired  to  p rov ide  at le a s t  
$2,000 in  coverage fo r  o u tp a t ien t  s e r v i c e s  over a 24-month p e r io d ;  and 
$3,000 fo r  care  in  " re s id en t ia l"  s e t t in g s  (which can in c lu d e  s e r v i c e s  
such as in te n s iv e  o u tp a t ien t  and day h o s p i t a l i z a t io n ,  which are not 
s t r i c t l y  " r e s id e n t ia l" ) .  S e c t io n  6 o f  Chapter 601 (which r e v is e d  0RS 
743.558) s p e c i f i e s  the mental hea lth  coverages.

For chem ica l dependency, p o l i c i e s  must in c lu d e  at le a s t  $1,500 in  o u t ­
p a t ie n t  :overage and $3,000 in  r e s id e n t ia l  coverage over a 24-month 
per iod . The s ta tu te  ^lso fo r  the f i r s t  time mandated coverage o f  t r e a t ­
ment fo r  drug a d d ic t io n ,  as w e ll  as a lcoh o lism . Such coverage i s  spe­
c i f i e d  in  S e c t io n  5 o f the s ta tu te  (which amends 0RS 743.557).

At the same time, coverage fo r  in p a t ie n t  mental h e a lth  s e r v i c e s  was 
s lashed  from around $24,000 for  24 months (a c t u a l l y ,  30 days treatm ent 
every 12 months) to  only $7,500. Chemical dependency in p a t ie n t  coverage 
remained the same (ex cep t tha t drug treatm ent was now in c lu d e d )—$4,500 
in  any 24-montb per iod .

Maximums fo r  o v e r a l l  reimbursement fo r  a l l  s e t t in g s  in  a 24-month per iod  
were se t  at $9,000 fo r  mental hea lth  and $6,000 fo r  chem ica l dependency 
and combined mental hea lth/chem ica l dependency problems.

The s ta tu te  a lso  allowed, but d id  not req u ire ,  in su rance  companies to 
implement e i t h e r  o f  two "cost containment methods" (o u t l in e d  in  0RS 
743.557(10) and 743.558(8), S e c t io n s  5 and 6 o f  the s t a t u t e ) .  One op tio n ,  
through which in su re rs  cou ld  provide fo r  a lower copayment fo r  r e s id e n t ia l  
and o u tp a t ie n t  s e r v i c e s  than fo r  in p a t ie n t  ca re , has not been w idely  
implemented.

The o ther o p tio n ,  however, has been implemented by seve ra l  in s u re r s ,  
in c lu d in g  Blue Cross/Blue Sh ie ld .  I t  in v o lv e s  review  o f  c la im s fo r  pay­
ment, by the in su re r  or a c o n t r a c to r ,  o f  the appropria teness  o f  both 
the l e v e l  o f  care  provided and the length  o f  trea tm ent. An in su re r  who 
f in d s  tha t treatm ent cou ld  have been prov ided  in  a r e s id e n t ia l  s e t t in g ,  
fo r  example, ra the r  tnan on an in p a t ie n t  b a s is ,  may reimburse at the 
ra te  tha t app lies  to the lower co s t  s e t t in g .

The b e n e f i t  l e v e l s  and co s t  con ta in ing  op tions  e s ta b l ish e d  under Chapter 
601 are summarized in  Table 1, and co n tra s te d  w ith  the s i t u a t io n  p r io r  
to t h i s  s t a t u t e ' s  enactment.

Background

In developing th i s  repor t ,  the SHPDA has r e l i e d  on sev e ra l  rep o r ts  tha t 
i t  issued  in  prev ious years.
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T a b l e  1

MANDATED HEALTH INSURANCE BENEFITS IN OREGON FOR CHEMICAL DEPENDENCY, INCLUDING ALCOHOLISM, 
AND FOR MENTAL OR NERVOUS CONDITIONS, BEFORE AND AFTER CHAPTER 601 ,  OREGON LAWS 1983

Features
BEFORE AFTER

Chemical Dependency
.. . l.'If.ludlM .AICQIiQLUN ..

Hcntal o r ' ■ 
Mervous Conditions

Chemical Dependency 
tndud lnq Alcohol Ism

Hental or
Jjervoqs Cundltlons

1. Scope? Alcohol Ism only Diagnosed eiental or nervous 
condltlons

Other drug dependenty as 
wel1 as alcohol Ism

Diagnosed mental or nervuus 
conditions

2. Statutory au llio r lty  fo r reduced 
co-payments is  a cost-contAfiling 
Incentive for use o f ou tpa tien t, 
day, or res iden tia l treatment, 
rather than Inpatient?

llo Mo QoMonal In negotiated 
Insurance contracts

Optional In negotiated 
Insurance contracts

3. Statutory au thority  fo r more 
costly treatment to be subject 
to review against de tailed 
c r ite r ia  Jus tify ing  need, as a 
cost-containing Incentive?

Mo Mo Optional In negotiated Optional in negotiated 
Insurance contractsinsurance contracts

4. Requirement fo r coverage In 
qroup pol Ides?

Shall provide Shall o f fe r Shall provide Shal1 provide

5. Requirement fo r coverage In 
Individual |>ol!cles7

Shall o ffe r Mone Shall o ffe r (alr.oUcl ouJp; orul a* at I'rtPfiit)
4h *H -e /fe r- Usui

0. Minimum overa ll benefit every 
2A months?

$4. 503 $26,000 (approximate) $6,000 $9,000 (unless payments a r t 
asked fa r both chemical de­
pendency and mental or ner­
vous cond itions, In which 
case an ove ra ll cap of $6,001 
may be applled)

?. Hlnlmua outpatient bene fit every 
2A months?

None $1,000 (ac tua lly  $600 every 
12 months, w ith  50? co- 
payment)

$1,500, w ith the same co­
payment as fo r any medical 
outpatient treatment; usually 
20X

$2,000 (sunset a fte r 2 y rs .) , 
w ith  the same co-payment as 
fo r any medical ou tpa tien t 
treatment; usually 20*.

8. Hlnlmum benefit fo r Intensive 
parl-day treatment or fo r round- 
the-clock non-niedlcal res iden tia l 

...Treatment, every 2A months?

Hone None $3,000, w ith the same co­
payment as fo r Inpatient 
treatment

Up to $3,000, from the $?,5Ui 
fo r Inpatient (see beluw), 
w ith the same co-payment as 
fo r Inpatient treatment

9. Hlnlimaii benefit fo r rounJ-tho- 
clock Inpatient treatment In 
which needs fo r nursing care and 
physlr. Ian treatment may be met,

_ e v e r y nwn t l i s ?

14,600 $24,000 (approximate; 
a c tu a lly , 30 days o f hospi­
ta liz a tio n  every 12 months; 
present rates around $400 
-uu: .iLuT .. . .

$4,500, wi th the same co­
payment as fo r any medical 
Inpatient treatment

$7,500, wi t h the same co­
payment as fo r any medical 
Inpatient treatment
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In  May 1982, the SHPDA issued  a report  c a l l e d  "The Growth o f  H o s p i ta l -  
Based A lco h o l  Treatment Programs: Overview and Im p l i ca t io n s ."  T h is  report  
found th a t ,  at the time o f  i t s  w r i t in g ,  "The treatm ent o f  a lcoh o lism  in  
general h o sp i ta ls  and s p e c ia l i z e d  a lcoh o lism  treatm ent program': i s  sharp ly  
in c re a s in g  in  Oregon in  p a r t i c u la r ,  and the Un ited  S ta te s  in  genera l.
At the same time, p rov iders  have shown l i t t l e  i n t e r e s t  in  n o n -h o sp ita l  
trea tm ent, such as day treatm ent, o u tp a t ie n t  c a t ’ md r e s id e n t ia l  ca re ."

The report  a lso  found tha t c l i n i c a l  re sea rch  has not in d i ca te d  tha t 
in p a t ie n t  care i s  any more e f f e c t i v e ,  fo r  most p a t ie n t s ,  than le s s  r e ­
s t r i c t i v e  and le s s  expensive s e t t i n g s .  " It  i s  c le a r  tha t  some treatm ent 
i s  su p er io r  to  no treatm ent, and d i f f e r e n c e s  in  treatm ent methods ap­
p a re n t ly  do not s i g n i f i c a n t l y  a f f e c t  long-term  outcome. The im p l ica t io n s  
fo r  a l lo ca t in g  our s ca r ce  human and f i n a n c ia l  re sou rces  should  oe to 
emphasize s im pler and le s s  expensive a lco h o l  treatm ent programs tha t 
de-emphasize h o sp i ta l  ca re ."

The report  concluded  w ith  the fo l lo w ing  recommendations: "Oregon's
mandated insurance  law should be r e w r i t te n  to  req u ire  the use o f  le s s  
c o s t l y  trea tm ent modes such as o u tp a t ie n t  and day treatm ent, except 
where in p a t ie n t  care i s  c l e a r i y  m ed ica l ly  n e ce s s a r y . . .  Hea lth  care 
p ro fe s s io n a ls ,  problem d r in k e rs ,  a l c o h o l i c s  and the p u b l i c  at large 
must be made aware tha t treatm ent in  a r e s id e n t ia l  s e t t in g  and o u tp a t ie n t  
care  i s  much le s s  expensive than t r a d i t i o n a l  h o s p i ta l  in p a t ie n t  treatm ent, 
and ju3 t  as e f f e c t i v e . "

Through the enactment o f  Chapter 601, the 1983 l e g i s la t u r e  in  e f f e c t  
adopted these recommendations.

In March 1983, the SHPDA issued  a rep o r t  c a l l e d  "Mandated Health  Insurance  
B e n e f i t s  in  Oregon," which analyzed the 14 hea lth  d e l iv e r y  mandates in 
Oregon s ta tu te  in  an attempt to  determine the c o s ts  and savings to in ­
surers  and hea lth  care  consumers.

The report  concluded : "The r e s u l t s  o f  t h i s  a n a ly s is  i n d i ca te  tha t the
mandated hea lth  insurance  b e n e f i t s  tha t have the la rg e s t  f i s c a l  impact 
are those r e la te d  to coverage o f  four la r g e - s c a le  s e r v i c e s :  o b s t e t r i c a l
ca re ,  newborn ca re , mental and nervous d is o r d e r s , and the treatm ent o f 
a lco h o l ism " (emphasis added ).

The report  noted tha t resea rch  s tu d ie s  in d i ca te  tha t coverage o f  mental 
i l l n e s s  can c rea te  an o f f s e t t i n g  o f  o ther  m edical expend itu res .  Recent 
s tu d ie s  have in d i ca te d  tha t t h i s  i s  true  o f  coverage fo r  a lcoho lism  
treatm ent as w e ll .  A l c o h o l i c s  and persons w ith  mental i l l n e s s  who r e ce iv e  
treatm ent fo r  these problems use fewer medical s e r v i c e s  o v e r a l l  Chan 
chose who do not.

The report  a lso  found tha t much o f  the c o s ts  r e la te d  to a lco h o l  treatment 
r e su l te d  because only  coverage o f in p a t ie n t  ca re —the most expensive 
s e t t i n g —was mandated. "A f u l l  continuum o f care i s  optimal to  meet 
the needs fo r  a lcoho lism  treatment in  Oregon. The cu r re n t  system o f 
reimbursement has not supported the development and maintenance o f  a 
wide range o f  e f f e c t i v e  treatment s e t t in g s ."
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Chapter 601 c re a te s  reimbursement fo r  a f u l l  continuum o f care  fo r  both 
chem ica l dependency and mental i l l n e s s .  In a d d it io n  to a llow ing people 
to  r e c e iv e  treatm ent in  the r.ost appropria te  s e t t in g  fo r  t h e i r  own prob­
lem, t h i s  reimbursement system saves money over the o ld  model, in  which
on ly  the most expensive s e t t in g s  had to be reimbursed.

The SHPDA a lso  is sued  two prev ious  r ep o r ts  on Chapter 601. The f i r s t  
was e n t i t l e d  "Oregon Senate B i l l  522, 1983, Implementation: Q ua rte r ly
Progress Report #1." T h is  rep o r t  was pub lished  on October 1, 1983, and 
re is su e d  June 28, 1984. I t s  primary purpose was to  f u l f i l l  the r e q u ire ­
ments o f  S e c t io n  7 o f  the s ta tu te  by p resen tin g  "an adv isory  or model
s e t  o f  c r i t e r i a "  fo r  p o ss ib le  use by insurance  companies in  screen ing  
c la im s fo r  appropria teness  o f  s e t t in g  and leng th  o f  s tay  under the major 
c o s t  containment op tion  o f  the s ta tu t e .

The SHPDA a lso  is sued  a report  to  the 1985 l e g i s la tu r e  on "Oregon’ s 
Exper ien ce  w ith  Remodeling Insurance  B e n e f i t s  fo r  Mental Health  and 
Chemical Dependency," which was the f i r . ' t  repor t  requ ired  by S e c t io n  8 
o f  Chapter 601. The cu r re n t  report  i s  the second report  requ ired  by
S e c t io n  8. The 1985 report  found tha t  the s ta tu te  appeared to be having
i t s  in tended  e f f e c t s .  Cos ts  to in su re rs  r e s u l t in g  from mental hea lth  
and chem ica l dependency cla im s had gone down. More programs f c r  r e s i ­
d e n t ia l  and o u tp a t ie n t  treatm ent had opened, and there  was some ev idence  
th a t  more people were r e ce iv in g  treatm ent.

The rep o r t  made sev e ra l  recommendations fo r  changes to the l e g i s la t i o n ,  
however, in  order to  c l a r i f y  the s t a t u t e ' s  in te n t  and to c o r r e c t  in e q u i­
t i e s .  These changes were in co rp o ra ted  in to  SB 10 and HB 2051 in  the
1985 s e s s io n .

HB 2051 simply extended the sunset date on o u tp a t ie n t  mental hea lth  
coverage from Ju ly  1, 1985, to J u ly  1, 1987, so as to conform to the 
sunset date f  r the r e s t  o f  the s ta tu t e .  T h is  b i l l  passed by wide margins 
in  both the House and the Senate, and i s  in c lu d ed  as Appendix B o f  th is  
r e p o r t .

SB 10 proposed some changes to s ta tu to r y  language and adjustments to  the 
minimum b e n e f i t  l e v e l s .  I t  passed in  the Senate by a vote  o f 22 to 6, 
but d id  not reach the House u n t i l  the la s t  week o f  the sess ion  and was 
s t i l l  in  committee upon adjournment.

The cu r re n t  report  updates our prev ious  report  to the 1985 l e g i s la tu r e ,  
and makes a number o f  recommendations fo r  changes to the s ta tu te .  These 
recommendations have been in co rp o ra ted  in to  three  b i l l s :  SB 30 , SB 31,
and SB 32. The most important o f  our recommendations i s  that 0RS 743.557 
and 743.558 should be con t inued , and tha t the cu r re n t  sunset date o f 
J u ly  1, 1987, should be repea led.

The development o f  th is  repor t

S e c t io n  8 o f  Chapter 601 req u ire s  the SHPDA to " consu lt  w ith  the Insurance 
Commissioner and w ith  a l l  in s u re r s ,  p u b l i c  and p r iv a te  p rov iders  and 
s ta te  agencies  which implement p o l i c i e s  under the a u th o r i ty  o f th is  
A c t ,"  in  order to develop th i s  report  to the l e g i s la tu r e .
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In  order to  meet t h i s  requirem ent, the SHPDA developed work groups on 
c h i l d  and ado lescen t  and genera l i s s u e s ;  and on chem ica l dependency and 
mental h e a lth  treatm ent. A l l  p a r t ie s  w ith  a known in t e r e s t  in  the l e g i s ­
la t i o n  were in v i t e d  to p a r t i c ip a t e ,  and as the work groups progressed, 
a number o f  o ther  o rgan iza tion s  and in d iv id u a ls  expressed an in t e r e s t  
and became in v o lv ed .  The m ailing  l i s t  fo r  these  work groups now in c lu d e s  
107 persons and groups, rep resen ting  a number o f  insurance  companies, 
mental h e a l th  and chem ica l dependency treatm ent p ro v id e rs ,  p ro fe s s io n a l  
a s s o c ia t io n s ,  s ta te  agen c ie s ,  and the business  community.

The work groups began meeting in  O ctober,  1985, and mat n ine times through 
December, 1986. The groups were in tended  to ;

1. Help the SHPDA c o l l e c t  data on Chapter 601, in  terms o f  i t s  co s t
and i t s  impact on p ro v id e rs ,  in s u re r s ,  and p a t ie n ts .

2. Help the SHPDA to  search  the p ro fe s s io n a l  l i t e r a t u r e  fo r  data on 
optimum program design , s t a f f i n g  l e v e l s ,  and c o s t s .

3. I d e n t i f y  problems or concerns  r e la te d  to  the implementation o f
Chapter 601.

4. D is cu s s  these problems and. to  the ex ten t p o s s ib le ,  develop a con­
sensus on s o lu t io n s .

The work groups accom plished a l l  o f  these  tasks . Of p a r t i c u la r  importance 
i s  the f a c t  tha t  the work groups a c ted  as a forum fo r  d is cu s s io n  between 
p rov id e rs  o f  care and in s u re r s .  Both s id es  gained an understand!. •» o f 
the o th e r 's  p e r s p e c t iv e ,  and as a r e s u l t  consensus was reached on most 
i s su e s .

I t  shou ld  be emphasized tha t the recommendations in  th is  report  are 
SHPDA's recommendations—not the work groups '.  When the work groups 
were able to reach a consensus, the SHPDA adopted tha t p o s i t io n .  But 
when a consensus was not reached, the SHPDA i s  re sp on s ib le  fo r  the recom­
mendations which are in co rp o ra ted  in  t h i s  r e p o r t .  We attempted to make 
a recommendation tha t balanced the d i f f e r e n t  v iew poin ts  represented  in  
the work groups. In d iv id u a l  woTk group members may d isagree w ith  some 
in d iv id u a l  recommendations; but a l l  work group members support most o f  
the recommendations, and a l l  support the idea  tha t mental hea lth  and 
chem ica l dependency b e n e f i t s  should not be allowed to sunse t.



I M P A C T  O F  C H A P T E R  6 0 1

When Chapter 601 was enacted, i t  was expected  to  have these p r in c ip a l  
r e s u l t s :

1. The development o f  a continuum o f  care fo r  the treatm ent o f  mental 
hea lth  and chem ica l dependency s e r v i c e s .  By mandating insurance  
coverage fo r  a l l  s e t t in g s ,  ra th e r  than j u s t  the more expensive 
in p a t ie n t  s e t t in g ,  i t  was a n t i c ip a te d  tha t p a t ie n ts  would have 
more a cce ss  to  le s s  r e s t r i c t i v e  s e t t in g s ;  tha t more r e s id e n t ia l ,  
day treatm ent and o u tp a t ien t  programs would be c rea ted ;  and tha t 
some in p a t ie n t  programs might c lo s e .

2. S h i f t in g  o f  p a t ie n ts  (where appropria te ) from in p a t ie n t  to o u tp a t ien t  
or r e s id e n t ia l  l e v e l s .  In a d d it io n  to  the development o f  a f u l l  
spectrum o f  s e r v i c e s ,  i t  was expected  tha t Chapter 601 would cause
a s h i f t  in  the s e r v i c e  system, so tha t p ro p o r t io n a te ly  le s s  s e r v i c e s  
were prov ided  at the in p a t ie n t  l e v e l  and more s e r v i c e s  were prov ided  
in  le s s  expensive r e s id e n t ia l  and o u tp a t ien t  s e t t in g s .

3. As a r e s u l t  o f  t h i s  s h i f t  in  the s e r v i c e  system, i t  was a n t i c ip a te d
tha t  an o v e r a l l  r e d u c t io n  in  the c o s ts  o f mental hea lth  and chem ica l
dependency treatm ent would be a ch ieved , enabling more people to 
ob ta in  s e r v i c e s .  During the 1983 l e g i s l a t i v e  se ss io n ,  the SHPDA 
estim ated  tha t  th is  s ta tu te  would save $371,520 per biennium in  
s ta te  employee hea lth  care  c o s t s  a lone.

In our 1985 re p o r t ,  we s ta te d  tha t i t  appeared tha t  these r e s u l t s  were 
being a ch ieved , but tha t the s ta tu te  had been in  e f f e c t  fo r  too shor t  a 
time to enable any firm  co n c lu s io n s .  The s ta tu te  has now been in  e f f e c t  
fo r  2 1/2 years, and our data now la r g e ly  con firm  the co n c lu s io n  o f  our 
e a r l i e r  rep o r t .  The s ta tu te  has had i t s  in tended e f f e c t s  o f  enabling 
more people to  r e ce iv e  care  and o f  in c re a s in g  the a v a i l a b i l i t y  o f a l t e r ­
n a t ives  to in p a t ie n t  ca re .  The c o s t s  to in su re rs  o f  in p a t ie n t  care 
have gone down, although c o s t s  o f mental hea lth  o u tp a t ien t  s e r v i c e s
have in crea sed  somewhat, as a r e s u l t  o f  many more people r e ce iv in g  t r e a t ­
ment. The data to  support these f in d in g s  are o u t l in e d  below.

Impact on the s e r v i c e  system

S in ce  Chapter 601 took e f f e c t ,  a number o f  new o u tp a t ien t  and r e s id e n t ia l  
programs have opened. Nine new o u tp a t ie n t  mental hea lth  programs ( i n c l u d ­
ing two h o sp ita l-b a sed  programs) have opened or have re ce iv ed  approval 
from the Mental Hea lth  D iv is io n .  One new h o sp ita l-b a sed  mental hea lth  
day treatm ent program has opened. T h i r t y - f i v e  new o u tp a t ie n t  chem ica l 
dependency programs have been approved by the O f f i c e  o f  A lcoh o l  and 
Drug Abuse Programs ( in c lu d in g  e igh t  h o sp ita l-b a sed  programs). Ten 
r e s id e n t ia l  chem ica l dependency programs ( in c lu d in g  f i v e  in  h o sp i ta ls )  
have opened. I t  should  be noted tha t not a l l  o f  these  programs represent 
new p ro v id e rs ;  some are already e x is t in g  programs which simply re ce iv ed  
approval fo r  a new type o f  s e r v i c e ,  or re ce iv e d  approval in  order to 
q u a l i f y  fo r  insurance  reimbursement. When a p rov ider  r e ce iv ed  approval 
fo r  more than one type o f  s e r v i c e ,  they  have been counted tw ice  in  the 
s t a t i s t i c s  above.



U t i l i z a t i o n  o f  in p a t ie n t  mental hea lth  and chem ica l dependency programs 
h cs  not changed g re a t ly  s in ce  Chapter 601 took e f f e c t .  Tab le  2 in d i ca te s  
tha t  use ra te s  (p a t ie n t  days per 1,000 p o p u la t ion ) fo r  p s y c h ia t r i c  i n ­
p a t ie n t  u n i ts  has d e c l in e d  s l i g h t l y  s in c e  the s ta tu te  took e f f e c t ,  but 
th a t  in p a t ie n t  chem ica l dependency u n i t  use ra te s  have con tinued  to 
in c re a s e .  I t  appears tha t in p a t ie n t  chem ica l dependency use has not 
in c re a sed  as q u ick ly  s in ce  Chapter 601 p-issed as i t  d id  in  p rev ious 
years, however.

Use ra te s  fo r  in p a t ie n t  chem ica l dependency u n i t s  in c re a sed  by 32 percen t  
from 1980-81 to  1982-83 (when the new s ta tu t e  was passed ).  Use ra tes  
fo r  in p a t ie n t  mental hea lth  u n i ts  in crea sed  by four p ercen t  during th i s  
time per iod . In  the t n o  years fo l low ing  enactment o f  the new s ta tu to r y  
p ro v is io n s ,  however, the in p a t ie n t  chem ica l dependency use ra te  in creased  
by on ly  12 p e r cen t ;  and the in p a t ie n t  mental hea lth  use ra te  d e c l in e d  
by seven p e rcen t .  P lease note tha t these  s t a t i s t i c s  rep resen t  on ly  the 
use o f  ded ica ted  in p a t ie n t  mental hea lth  and chem ica l dependency u n i t s .  
Some peoplo w i l l  have re ce iv e d  in p a t ie n t  treatm ent fo r  mental hea lth  
and chem ical dependency problems o u ts id e  o f  e s ta b l ish e d  s p e c ia l t y  pro­
grams.

Th is  agency has data only  on the u t i l i z a t i o n  o f  in p a t ie n t  and h o s p i ta l -  
based s e r v i c e s .  We have no s t a t i s t i c s  on the use u f  o u tp a t ie n t  and 
r e s id e n t ia l  programs. However, i t  i s  reasonable to assume tha t the 
s u b s ta n t ia l  growth tha t has o ccu rred  in  the number o f  approved programs 
has a lso  meant growth in  the number o f  people r e ce iv in g  trea tm ent.
Data from the Bankers L i f e  Company support t h i s  assumption. In the 
year and a h a l f  before  Chapter 601 took e f f e c t ,  7.7 p ercen t  o f  Bankers 
L i t e ' s  t o t a l  c la im s were fo r  mental hea lth  treatm ent and 1.6 p ercen t  
were fo r  chem ica l dependency. In the year and a h a l f  a f t e r  Chapter 601 
took e f f e c t ,  these f ig u res  rose to 9.0 percen t  and 1.9 p e r ce n t ,  re sp e c ­
t i v e l y .  Claims fo r  ou tp a t ien t  treatment in creased  s u b s ta n t ia l ly  more 
than c la im s fo r  in p a t ie n t  treatm ent. On a p rop o rt ion a te  b a s is ,  c la im s 
fo r  o u tp a t ie n t  mental hea lth  treatment in crea sed  by 23 pe r cen t  and cla im s 
fo r  o u tp a t ien t  chem ica l depe. ency treatm ent in crea sed  by 100 p e r ce n t .

O bv ious ly ,  u t i l i z a t i o n  pa tte rns  fo r  mental hea lth  and chem ica l dependency 
s e r v i c e s  are in f lu e n ce d  by more than j u s t  the insurance  reimbursement 
mandates. Some h o sp i ta ls  have been anxious to  get in to  such s e r v i c e s  
because they see an unmet need; because such s e r v i c e s  are not ye t s u b je c t  
to DRG-based payment by Medicare; and because "unbundling" and d i v e r s i ­
fy ing  s e r v i c e s  i s  a c u r r e n t ly  popular marketing s t ra te g y .  Some o f  the 
new o u tp a t ien t  and r e s id e n t ia l  programs were s ta r te d  because o f  county 
RFP's or fo r  other reasons. Some o f these new programs are ta rge ted  at 
the ind ig en t  and not at those w ith insurance  coverage. N everth e less ,  
th is  agency b e l ieves  that the growth in  o u tp a t ie n t  and r e s id e n t ia l  pro­
grams i s  m otivated, at le a s t  in  pa r t ,  by the in c re a sed  a v a i l a b i l i t y  o f 
insurance  reimbursement for  these s e r v i c e s .

The a va i la b le  data th e re fo re  in d i ca te  tha t Chapter 601 a ch ieved  i t s  
in tended  e f f e c t s  in  terms o f in c re a s in g  the a v a i l a b i l i t y  o f  le s s  expensive 
a l t e r n a t iv e s  to in p a t ie n t  care ;  and o f  b ring ing  more people in to  t r e a t ­
ment .
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Table 2

Use of Dedicated Inpatient Mental Health and Chemical Dependency Units in Oregon, 1981 - 1985

% % % %
1984-85 Change 1983-84 Change 1982-83 Change 1981-82 Change 1980-81

Oregon population 2,675,800 0.6 2,660,000 0.9 2,635,000 (0.8) 2,656,185 (0.2) 2,660,735

Mental health units:

Beds 412 1.2 407 (0.2) 408 0.0 408 (0.7) 411

Patient days 86,219 (4.1) 89,880 (1.7) 91,426 0.8 90,723 2.4 88,601

Patient days/1,000 pop. 32.2 (4.7) 33.8 (2.6) 34.7 1.5 34.2 2.7 33.3

Chemical dependency units:

Beds 352 13.2 311 5.8 294 37.4 214 13.8 188

Patient days 66,776 9.2 61,152 4.3 58,641 19.9 48,914 8.9 44,904
Patient days/1,000 pop. 25.0 8.7 23.0 3.1 22.3 21.2 18.4 8.9 16.9

SOURCE: SHPDA, Annual Reports for Oregon Hopitals and Special Inpatient Care Facilities. Most data are reported for
years starting October 1 and ending September 30, although some facilities report statistics for a different 
time period. Population estimates from Center for Population Research and Census, Portland State University.



I m p a c t  o n  c o s t s

As noted in  the " In trod u ct ion "  s e c t io n  o f  t h i s  r e p o r t .  Chapter 601 es tab ­
l i s h e d  two "cost containment methods" which cou ld  be used by any in su re r .  
These were f i r s t ,  es tab lishm ent o f  a lower percentage copayment fo r  
r e s id e n t ia l  ai ou tp a t ien t  s e r v i c e s  than fo r  in p a t ie n t  s e r v i c e s ;  and 
second, review  o f  c la im s fo r  payment to  determine whether the l e v e l  o f  
care  and leng th  o f  treatm ent were appropria te .  Based on the agency 's  
survey o f  in su re rs  two years ago and SHPDA's c o n ta c t s  w ith  in su re rs  
over re ce n t  months as part o f  our work groups on t h i s  i s s u e ,  i t  appears 
tha t  few ( i f  any) in su re rs  have se t  copayments lower fo r  r e s id e n t ia l  or 
o u tp a t ie n t  care  than fo r  in p a t ie n t  trea tm ent. However, most o f  the  major 
hea lth  in su re rs  in  the s ta te  are now conduct ing  u t i l i z a t i o n  review  on 
mental hea lth  and chem ica l dependency c la im s ,  a3 allowed by Chapter 601.

In su re rs  have ach ieved  s u b s ta n t ia l  sav ings as a r e s u l t  o f  t h i s  u t i l i z a t i o n  
review . Blue Cross/Blue S h ie ld  o f  Oregon (BCBSO) has c a r e f u l l y  tra cked  
i t s  c o s t s  under Chapter 601. In ca lendar year 1985 „ BCBSO reduced  pay­
ments fo r  26 p ercen t  o f  the c la im s i t  r e ce iv e d  fo r  mental hea lth  and 
chem ica l dependency treatm ent, because u t i l i z a t i o n  review  in d i ca te d  
tha t  the l e v e l  o f  care  r e ce iv e d  was in a p p rop r ia te .  In nea r ly  a l l  o f  
these cases, payment was reduced from the in p a t ie n t  l e v e l  to  the r e s i ­
d e n t ia l  l e v e l .  BCBSO repor ts  tha t i t  saved $246,430 as a r e s u l t  o f  
these  l e v e l  o f care r e d u c t io n s ,  or about $ .48 per group p o l i c y  member 
($ .04 per member per month).

BCBSO i s  the only insurance  c a r r i e r  which has prov ided  data which can 
be used to compare insurance  company c o s t s  per member per month fo r  
mental hea lth  and chem ical dependency treatm ent be fo re  and a f t e r  Chapter 
601 took e f f e c t .  In th is  agency 's  survey o f  in su re rs  two years ago,
BCBSO reported  tha t before Chapter 601, i t  paid an average o f  $1.34 per 
member per month for  mental hea lth  and chem ica l dependency treatm ent.
Of t h i s  t o t a l ,  $1.18, or 88 p e r cen t ,  was fo r  in p a t ie n t  trea tm ent. Mental 
hea lth  treatment accounted  fo r  $ .89 per member per month and chem ica l 
dependency treatment a ccounted  for  the remaining $ .45.

BCBSO now reports  tha t from J u ly  1984 through June 1985 (the  f i r s t  year 
o f  implementation o f  Chapter 601), i t s  t o t a l  c o s ts  fo r  mental hea lth  
and chem ica l dependency payments fo r  group p o l i c i e s  was $1.85 per member 
per month. Th is  i s  a 38 p ercen t  in c re a se  over the amount reported  p r io r  
to Chapter 601 taking e f f e c t .  Th is  compares to a 3.8 p e r cen t  in c re a se  
in  o v e r a l l  medical care  c o s ts  during th i s  time per iod . Only $ .94 out 
G f  the $1.85 t o t a l  (51 p e r cen t )  was fo r  in p a t ie n t  treatm ent. T h is  rep­
resen ts  a 20 percen t d e c l in e  in  the co s t  o f  in p a t ie n t  treatm ent per 
member per month to BCBSO, s in ce  Chapter 601 took e f f e c t .  Payment fo r  
ou tp a t ien t  and r e s id e n t ia l  treatm ent, which was on ly  $ .16 per member 
per month be fo re  Chapter 601 took e f f e c t ,  has r ise n  to $ .91 per member 
per month.

Mental hea lth  treatment accounted  fo r  $1.37 per member per month; while 
chem ica l dependency treatment accounted  fo r  the remaining $ .48 per 
member per month. The chem ica l dependency f ig u re  i s  on ly  a s l i g h t  in ­
crease  over the $ .45 per member per month reported  p r io r  to Chapter 
601 taking e f f e c t .
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Thus, BCBSO's co s ts  fo r  mental hea lth  and chem ica l dependency b e n e f i t s  
in c re a sed  by $ .51 per member per month in  the year a f t o r  Chapter 601 
took e f f e c t .  Because the average monthly payment to BCBSO group p o l i c y  
members was about $42 in  1984-85, t h i s  time, t h i s  amounts to  about a 
one pe rcen t  in crea se  in  t o ta l  C03ts. BCBSO appears to be purchasing  
s u b s ta n t ia l ly  more s e r v i c e s  fo r  i t s  money, however, because i t s  c o s ts  
o f  in p a t ie n t  treatment have gone down. A s l i g h t  in c re a se  in  o v e r a l l  
c o s t s  appears to have allowed many more people to  r e c e iv e  treatm ent in  
o u tp a t ie n t  and r e s id e n t ia l  s e t t in g s  which are s u b s ta n t ia l ly  le s s  expensive 
than the in p a t ie n t  care which had p rev io u s ly  been covered . BCBSO says 
tha t  i t  has not had to ra ise  i t s  premiums as a r e s u l t  o f  Chapter 601.

To summarize, the "cost saving" e f f e c t s  o f  Chapter 601 appear to be 
mixed. O v e ra l l ,  BCBSO co s ts  fo r  mental hea lth  and chem ica l dependency 
s e r v i c e s  in creased  by $ .51 per member per month a f t e r  Chapter 601 took 
e f f e c t .  Nearly a l l  o f  th is  in crease  appears to  be a t t r ib u ta b le  to mental 
hea lth  o u tp a t ien t  coverage. Cos ts  o f  in p a t ie n t  treatm ent fo r  BCBSO 
have decreased under Chapter 601, and c o s ts  o f  chem ica l dependency t r e a t ­
ment have remained about the same.

Although comprehensive data from before  and a f t e r  Chapter 601 took e f f e c t  
are not a va ila b le  from any other in su re r ,  we have no reason to b e l ie v e  
tha t the BCBSO data are a ty p ica l ,  and accord ing  to  the Insurance  D iv is io n ,  
BCBSO accoun ts  fo r  37 percent o f  a l l  h ea lth  insurance  premiums s ta tew id e .

Summary

I t  i s  the SHPDA’s co n c lu s io n  tha t in  genera l.  Chapter 601 d id  what i s  
was supposed to do: get more people in to  treatm ent ir. a more c o s t  e f f e c t ­
iv e  manner. Costs  to in su re rs  appear to  have in creased ,  but not dra­
m a t i ca l ly .  The in crease  appears to be la rg e ly  a t t r ib u ta b le  to in creased  
payments fo r  o u tp a tien t  mental hea lth  s e r v i c e s .  The c o s t s  o f  o ther 
types o f  s e r v i c e s  has remained s tab le  or d e c l in e d .  The number o f  people
r e ce iv in g  insurance  reimbursement for mental hea lth  and chem ica l depend­
ency s e r v i c e s  appears to have in creased ; and a s h i f t  in  the s e r v i c e  
system has o ccu rred  so that more o u tp a t ien t  and r e s id e n t ia l  s e r v i c e s  
have become a v a i la b le .  The ra te  o f  growth in  the use o f  in p a t ie n t  s e r v ­
i c e s  has d e c l in e d .
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I S S U E S  A N D  P R O B L E M S  R E L A T E D  T O  I M P L E M E N T A T I O N

Although Chapter 601 i s  gen era l ly  a ccom p lish ing  what i t  was in tended  to 
do, there  have been problems and co n tro v e rsy  a sso c ia te d  w ith  c e r ta in  
a sp e cts  o f  i t s  implementation. In  some cases ,  f in e  tuning o f  the s ta tu te  
appears to  be necessary  to  c o r r e c t  problems.

Areas o f  con cern  th a t  have been d is cu sse d  in  meetings o f  SHPDA's work 
groups in c lu d e :

Sunset o f  the l e g i s la t i o n

S e c t io n  10 o f  Chapter 601 su use tted  the l e g i s l a t i o n  as o f  J u ly  1, 1987.
I t  i s  our understanding tha t  t h i s  was done because the l e g i s la t u r e  wanted 
to eva lua te  how the l e g i s l a t i o n  had worked and what impact i t  had. As 
noted  e a r l i e r ,  i t  i s  our co n c lu s io n  tha t  the l e g i s l a t i o n  has had i t s  
in tended  e f f e c t s  o f  making mental h e a lth  and chem ica l dependency s e r v i c e s  
more a c c e s s ib le ,  w hile  at the same time co n ta in in g  c o s t s .  Those a ttend ing  
our work groups m eetings, in c lu d in g  in su rance  company r e p re s e n ta t iv e s ,  
p rov ide rs  o f  ca re ,  o ther  s ta te  a g en c ie s ,  and r e p re se n ta t iv e s  o f  the 
business  community, unanimously agree tha t  t h i s  l e g i s l a t i o n  should  be 
con t inued . I t  i s  th e re fo re  SHPDA's recommendation tha t th is  sunset 
date be removed.

Coverage o f  c h i ld r e n  and ado lescen ts

When Chapter 601 was enacted  in  1983, the req u ired  minimum b e n e f i t  l e v e l s  
fo r  mental hea lth  and chem ical dependency were s e t  at what was cons ide red  
to be the minimum necessary  l e v e l  fo r  adu lt  ca re .  The people in vo lved  
in  d ra f t in g  the b i l l  d id  not con s id e r  the needs o f  c h i ld r e n  and ado les­
c e n ts .  Members o f  the SHPDA study groups agree tha t ch i ld r e n  and ado les­
cen ts  have s i g n i f i c a n t l y  d i f f e r e n t  needs from a d u l ts .  They need longer 
leng ths  o f s ta y ,  and higher r a t io s  o f  s t a f f  to  p a t ie n ts .

A search  o f  the s c i e n t i f i c  l i t e r a t u r e  revea led  few s tu d ie s  on appropriate  
program design fo r  c h i l d  and a do les cen t  treatm ent. S tud ie s  tha t  were 
a v a i la b le ,  however, seemed to in d i c a t e  tha t e f f e c t i v e  programs cou ld  
have as low as 28 to 35 day leng ths  o f  s tay  fo r  both mental hea lth  and 
chem ica l dependency. Some s tu d ie s  reported  fa r  longer leng ths  o f  s tay , 
but none reported  sh o r te r  s tays .

In Oregon, however, leng ths  o f  s tay  fo r  a l l  types o f  h o sp i ta l  care  are 
lower than the n a t io n a l  average. Our o v e r a l l  average leng th  o f  s tay  
fo r  a l l  in p a t ie n t  p s y c h ia t r i c  s e r v i c e s  was on ly  10 days in  1985, compared 
to the 59 day na t ion a l  average reported  by the N ational A s s o c ia t io n  o f 
P r iva te  P s y c h ia t r i c  H osp ita ls  fo r  1984.

Accord ing  to the Oregon P s y ch ia t r i c  A s s o c ia t io n ,  the average leng th  of 
s tay  c u r r e n t ly  in  Oregon fo r  c h i ld r e n  and a do les cen ts  i s  22 days fo r  
in p a t ie n t  p s y c h ia t r i c  ca re ,  compared to 10 days fo r  a du lts  (based on a 
survey  o f  s ix  h o sp i ta ls  in  January and A p r i l ,  1986). BCBSO reports  
tha t c la im s i t  r e ce iv e d  fo r  in p a t ie n t  mental hea lth  care  from J u ly  1984 
through June 1985 had average lengths o f  s tay  o f  13 days fo r  a d o le s cen ts ,  
compared to on ly  e igh t days fo r  a d u l ts .  Aetna reported  21 days for



a d o le s cen ts ,  versus nine fo r  a d u lts ,  based on i t s  1985 in p a t ie n t  mental 
hea lth  c la im s. Thus, leng ths  o f  s tay  fo r  c h i ld r e n  and a d o les cen ts  appear 
to be over tw ice  as long as fo r  a du lts  fo r  in p a t ie n t  mental hea lth  s e r v ­
i c e s  .

Charges reported  by insurance  companies fo r  in p a t ie n t  mental hea lth  
s e r v i c e s  are a lso  s u b s ta n t ia l ly  h igher fo r  c h i ld r e n  and a do les cen ts  
than fo r  a d u lts .  BCBSO rep o r ts  an average charge fo r  in p a t ie n t  and 
r e s id e n t ia l  or day mental h e a l th  treatm ent o f  $4,800 fo r  ado lescen ts  
from J u ly  1984 through June 1985, 53 p e r cen t  h igher than the $2,949 
reported  fo r  a d u lts .  Bankers L i f e  reported  an average charge o f  $18,672 
fo r  in p a t ie n t  mental hea lth  treatm ent o f  a do le s cen ts  in  1985 ( in c lu d in g  
p h ys ic ia n  f e e s ) ,  compared to  $7,379 fo r  a du lts  (o r  a 153 percen t  d i f f e r ­
ence) . Aetna reported  in p a t ie n t  mental hea lth  treatm ent charges o f  
$10,775 fo r  a d o le s cen ts ,  compared to $3,952 fo r  a du lts  in  1985, a d i f ­
fe ren ce  o f  172 p e rcen t .

For in p a t ie n t  chem ica l dependency treatm ent, a d i f f e r e n c e  a lso  e x is t s  
between a do les cen ts  and a d u lts ,  a lthough i t  i s  not as great as fo r  mental 
h e a lth  ca re .

On SHPDA's "Annual Reports fo r  Oregon H osp ita ls  and S p e c ia l  In p a t ie n t  
Care F a c i l i t i e s "  fo r  October 1984 through September 1985, th ree  f a c i l i t i e s  
rep o r t in g  in p a t ie n t  chem ica l dependency s e r v i c e s  fo r  c h i ld r e n  and ado les­
cen ts  had an average leng th  o f  s tay  o f  27 days fo r  such s e r v i c e s .  Th is  
was 50 p ercen t  h igher than the 18-day o v e r a l l  average fo r  a l l  in p a t ie n t  
chem ica l dependency u n i ts  in  the s ta te .  Insurance  companies reported  
s im ila r  leng th  o f  s tay  d i f f e r e n ce s  fo r  in p a t ie n t  chem ica l dependency 
based on th e i r  c la im s data. BCBSO reported  average s tays  o f  17 days 
fo r  ado lescen ts  versus 13 days fo r  a du lts  from Ju ly  1984 through June
1985. Aetna reported  26-day average stays  fo r  a d o le s cen ts  and 15 days 
fo r  a du lts  in  1985.

CareUnit H osp ita l  o f  Portland , which does over o n e - fo u r th  o f  a l l  in p a t ie n t  
chem ica l dependency treatment in  the s ta te ,  has reported  th a t  in  May
1986, i t s  ado lescen t program had over two c l i n i c a l  and nursing  s t a f f  
fo r  each p a t ie n t ,  compared to a one-to-one  s ta f f in g  r a t io  in  i t s  adult 
program.

CareUnit reported  co s ts  per s tay  o f  $5,314 fo r  i t s  a do le s cen t  in p a t ie n t  
program in May, 1986; 50 p ercen t  h igher than the $3,543 reported  for 
a d u l ts .  BCBSO reported  average in p a t ie n t  and r e s id e n t ia l  program cla im s 
from h o sp i ta ls  o f  $3,213 fo r  ado lescen ts  and $2,537 from a du lts  from 
Ju ly  1984 through June 1985, a 27 percen t  d i f f e r e n c e .  Bankers L i f e  
reported  average charges in  1985 of $5,689 fo r  a do le s cen ts  versus $4,759 
fo r  a du lts  fo r  in p a t ie n t  chem ica l dependency s e r v i c e s .  A do lescen t  charges 
were 20 percen t  h igher than adu lt  charges. Aetna repor ted  average i n ­
p a t ie n t  chem ica l dependency charges o f  $6,318 fo r  a d o le s cen ts  and $3,460 
fo r  a du lts  in  1985—an 83 percen t  d i f f e r e n c e .

Because there  are no s p e c i f i c  minimum coverage l e v e l s  fo r  c h i ld r e n  and 
a do lescen ts  in  s ta te  s ta tu te ,  and no in su re rs  ( to  our knowledge) provide 
higher b e n e f i t s  fo r  ch i ld r e n  and a do lescen ts  than fo r  a d u lts ,  i t  may be 
that the co s t  and length  o f stay  d i f f e r e n ce s  c i t e d  above are a r t i f i c i a l l y
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