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BY THE HEALTH EDBCATIOFN AND
IN THE SENATE SOCIAL SERVICES COMMITTEE
HOUSE CS FOR CS FOR SENATE BILL NO. 67 (HESS)

IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to insurance coverage for the treat-
ment of a mentalor nervous condition."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.42 is amended by adding a new section to read:

Sec. 21.42.365. COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS
CONDITION.  (a) An insurer authorized under AS 21.09 to offer, issue
for delivery, deliver, orrenew a group disability insurance policy
for major medical coverage on an expense-incurred hasis in the state,
or a hospital or medical service corporation authorized under AS 21.87
to offer or renew a group contract for major medical coverage in the
state, must provide the insured or subscriber the following coverage
for treatment of a mental or nervous condition of the insured, sub-
scriber, or other person covered by the policy or contract:

(1) 45 days a year of inpatient treatment for each covered
individual;

(?) a total of 50 hours of outpatient treatment or office
visits a year for each covered individual,

(b) The insurer or service corporation providing coverage under
this section may impose reasonable contract limitations but may not
require that the insured or subscriber pay a higher deductible or
co-payment for the cost of treating a mental or nervous condition than
for the cost of treating another condition or illness.

(c) In this section

(1) "consulting relationship" means a relationship that



involves review of treatment plans and goals and in-person patient
contact on at least a quarterly basis;

(2) "co-payment" means the portion of the cost in excess of
the deductible portion to be paid by the insured or subscriber;

(3) "cost" means the lesser of the following:

(A) the actual charge for the treatment received for a
mental or nervous conuition; or

(B) the wusual, customary, and reasonable charge for
the treatment as determined by the contract of coverage;

(4) "deductible” means the portion of covered costs that
must be incurred before benefits become payable;

(5) “inpatient treatment" means treatment of a hospital
registered bed patient for whom the hospital makes a daily room charge
in

(A» a general hospital that is either licensed under
AS 18.20 or located and licensed in another state;
(B) a psychiatric hospital that is either licensed
under AS 18.20 or located and licensed in another state; or
(C) a hospital that is located in
(i) the state and specifically exempt under

AS 18.20.020 from the licensing requirements of the state;
or

(i) another state and specifically exempt from
the licensing requirements of that state;

(6) "major medical coverage" means a disability insurance
contract, or a subscriber contract, that provides benefits for hospi-
tal and medical care with potential lifetime maximum benefits for the
insured or subscriber of at least $10,000;

(7) "mental or nervous condition" means a mental disorder



identified in

(A) the most current edition of the Diagnostic and
Statistical Manual of Mental Disorders published by the American
Psychiatric Association; or

(B) the most current edition of the 1CD-9-CM published
by the Commission on Professional and Hospital Activities;

(8) "national professional organization" means the National
Association of Social Workers; the National Registry of Health Care
Providers; and the American Board of Examiners in clinical social
work;

(9) "office visit" means treatment that is not inpatient
treatment oroutpatient treatment and that is provided through the
professional offices of

(A) a psychiatrist whois licensed by a state as a
physician and certified, or eligible for certification, in psy-
chiatry by the American Board of Psychiatry and Neurology;

(B) a physician who is employed by the federal govern-
ment ina state and certified or eligible for certification in
psychiatry by the American Board of Psychiatry and Neurology;

(C) a psychologist orpsychological associate licensed
by a state;

(D) a person who worksin a consulting relationship
with a mentalhealth care provider licensed by a state and has a
mastersor doctoral degree in  psychology, nursing, or social
work; or

(E) a clinical social worker who is

(i)  licensed orcertified as a clinical social

worker by a state; or
(i) certified Dby a national professional



organization offering certification of clinical social
workers,
(10)  "outpatient treatment" means treatment that is not
inpatient treatment and that is provided
(A) in the outpatient department of
(1) a hospital that is licensed under AS 1
that is specifically exempt under AS 18.20.020 from the
licensing requirements of the state;
(i) a hospital that is located in another state
and that is either licensed or specifically exempt from the
licensing requirements of that state; or
(i111) an entity that is designated by the Depart-
ment of Health and Social Services as an organizational unit
in a geographical area to receive funds under AS 47.30.520 -
47.30.620; and
(B) by one or more of the following:
(1) a psychiatrist who is licensed by a st
a physician and certified, or eligible for certification, in
psychiatry by the American Board of Psychiatry and Neu-

rology;
(1) a physician who is employed by the fe

government in a state and certified or eligible for certi-
fication in psychiatry by the American Board of Psychiatry
and Neurology,

(i) a psychologist licensed by a state;

(iv) a person who works in a consulting relation-
ship with one or more licensed mental health care providers
licensed by a state and has a masters or doctoral degree in
psychology, nursing, or social work, and is employed by the
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same health care facility providing treatment; or

(v) a clinical social worker who is licensed or
certified as a clinical social worker by a state or cer-
tified by a national professional organization offering
certification of clinical social waorkers,

* Sec. 2. AS 21.36.090(d) is amended to read:

(d) Except to the extent necessary to comply with AS 21.42.3¢
a [A] person may not practice or permit unfair discrimination against
a person who provides a service covered ‘'nder a group disahility
policy that extends coverage on an expense incurred basis, or under a
group service or indemnity type contract issued by a nonprofit corpo-
ration, if the service is within the scope of the provider's occupa-
tional license. In this subsection, "provider" means a state licensed
physician, dentist, osteopath, optometrist, chiropractor, or nurse
midwife, naturopath, physical therapist, or occupational therapist.
Sec. 3. AS 21.87.340 is amended to read:

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the
provisions contained or referred to previously in this chapter, the
following chapters and provisions of this title also apply with re-
spect to service corporations to the extent applicable and not in
conflict with the express provisions of this chapter and the reason-
able implications of the express provisions, and for the purposes of
the application the corporations shall be considered to be mutual

"Insurers";
(1) AS 21.03
(2) AS 21.06
(3) AS 21.09, except AS 21.09.090
'4) AS 21.18.010

(i) AS 21.18.030



AS

21.18.040

21.18.120

21.21.321

21.36

21.69.400

21.69.520

21.69.600, 21.69.620, and 21.69.630
21.78

21.90

21.42.345 - 21.42.365 [AS 21.42.345 AND 21.42.355]
21.89.040

21.89.060.

* Sec. 4. AS 21.42.365, enacted by sec. 1 of this Act, applies to group
disability insurance policies and hospital or medical service subscriber

contracts entered into

or renewed on or after January 1, 1989,
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IN THE SENATE SéCIA
HOUSE CS FOR CS FOR SENATE BILL NO. 67 (HESS
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A Bljl
For an Act entitled: "An Act relating to insurance coverage for the treat-
ment of a mental or nervous condition."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.42 is amended by adding a new section to read:

Sec. 21.42.365. COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS
CONDITION.  (a) An insurer authorized under AS 21.09 to offer, issue
fcr delivery, deliver, or renew a group disability insurance policy
for major medical coverage on an expense-incurred basis in the state,
or a hospital or medical service corporation authorized under AS 21.87
to offer or renew a group contract for major medical coverage in the
state, must provide the insured or subscriber the following coverage
for treatment of a mental or nervous condition of the insured, sub-
scriber, or other personcovered by the policy or contract:

(1) 45 days ayear of inpatient treatment for each covered
individual,

(2) a total of 50 hours of outpatient treatment or office
visits a year for each covered individual.

(b) The insurer or service corporation providing coverage under
this section  mayimposereasonable contract limitations but may not
require that theinsured or subscriber pay a higher deductible or
co-payment for the cost of treating a mental or nervous condition than
for the cost of treating another condition or illness.

(c) In this section

(1) "co-payment" means the portion of the cost in excess of
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the deductible portion to be paid by the insured or subscriber;

(2) "cost" means the lesser of the following:

(A) the actual charge for the treatment received for a
mental or nervous condition; or

(B) the wusual, customary, and reasonable charge for
the treatment as determined by the contract of coverage,

(3) “"deductible" means the portion of covered costs that
must be incurred before benefits become payable;

(4) “inpatient treatment" means treatment of a hospital
registered bed patient for whom the hospital makes a daily room charge
in

(A) a general hospital that is either licensed under
AS U',20 or located and licensed in another state;
(B) a psychiatric hospital that is either licensed
under AS 18.20 or located and licensed in another state; or
(C) a hospital that is located in
(1) the state and specifically exempt under
AS 18.20.020 from the licensing requirements of the state;
or
(1) another state and specifically exempt from
the licensing requirements of that state;

(5) "major medical coverage" means a disability insurance
contract, or a subscriber contract, that provides benefits for hospi-
tal and medical care with potential lifetime maximum benefits for the
insured or subscriber of at least $10,000;

(6) "mental or nervous condition" means a mental disorder
identified in

(A) the most current edition of the Diagnostic and
Statistical Manual of Mental Diiorders published by the American

1ICS CSSB 67(HESS) -
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Psychiatric Association; or

(B) the most current edition of the 1CD-9-CM put
by the Commission on Professional and Hospital Activities;

(7) "national professional organization" means the National
Association of Social Workers; the National Registry of Health Care
Providers; and the American Board of Examiners in clinical social
work;

(8) “office visit" means treatment that is not inpatient
treatment or outpatient treatment and that is provided through the
professional offices of

(A) a psychiatrist who is licensed as a physician in
the state and certified, or eligible for certification, in psy-
chiatry by the American Board of Psychiatry and Neurology;

(B) a physician who is employed by the federal govern-
ment in the state and certified or eligible for certification in
psychiatry by the American Board of Psychiatry and Neurology;

(C) a psychologist or psychological associate licensed
under AS 08.86;

(D) a person who works under the supervision of a
mentalhealth care provider licensed in the state and has a
masters or doctoral degree in psychology, nursing, or social

work; or
(E) a clinical social worker who is
(1) licensed or certified as a clinical
worker by a state; or
(i1) certified by a national professional

nization offering certification of clinical social workers;
(9) "outpatient treatment" means treatment that is not
inpatient treatment and that is provided
-3- HCS CSSR fiTfHF.R.cn
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(A) in the outpatient department of

(1) a hospital that is licensed under AS
that is specifically exempt under AS 18.20.020 from the
licensing requirements of the state;

(i1) a hospital that is located in anothel
and that is either licensed or specifically exempt from the
licensing requirements of that state; or

(111) an entity that is designated by the D
ment of Health and Social Services as an organizational unit
in a geographical area to receive funds under AS 47.30.520 -
47.30.620; and

(B) by one or more of the following:

(1) a psychiatrist who is licensed as a p
in the state andcertified, or eligible for certification,
in psychiatry bythe American Board of Psychiatry and Neu-
rology;

(11) a physician who is employed by the f
government in the state and certified or eligible for certi-
fication in psychiatry by the American Board of Psychiatry
and Neurology;

(111) a psychologist licensed under AS 08.86;

(1v) a person who works under the supervis
one or more licensed mental health care providers licensed
in the state and has a masters or doctoral degree in psy-
chology, nursing, or social work, and is employed by the
same health care facility providing treatment; or

(v) a clinical social worl
certified as a clinical social worker by a state or cer-
tified by a national professional organization offering
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certification of clinical social workers.
* Sec. 2. AS 21.36.090(d) is amended to read:

(d) Except to the extent necessary to comply with AS 21.42.36!
a [A] person may not practice or permit unfair discrimination against
a person who provides a service covered under a group disability
policy that extends coverage on an expense incurred basis, or under a
group service or indemnity type contract issued by a nonprofit corpo-
ration, if the service is within the scope of the provider's occupa-
tional licen™o. In this subsection, "provider" means a state licensed
physician, dentist, osteopath, optometrist, chiropractor, or nurse
midwife, naturopath, physical therapist, or occupational therapist.

* Sec. 3. AS 21.87.340 is amended to read:

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the
provisions contained or referred to previously in this chapter, the
following chapters and provisions of this title also apply with re-
spect to service corporations to the extent applicable and not in
conflict with the express provisions of this chapter and the reason-
able implications of the express provisions, and for the purposes of
the application the corporations shall be considered to be mutual

"insurers":

(1) AS 21.03

(2) AS 21.06

(3) AS 21.09, except AS 21.09.090
(4) AS 21.18.010

(5) AS 21.18.030

(6) AS 21.18.040

(7) AS 21.18.120

(8) AS 21.21.321

(9) AS 21.36

-5 - HCS CSSB 67 (HESS'™
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AS 21.69.400

AS 21.69.520

AS 21.69.600, 21.69.620, and 21.69.630

AS 21.78

AS 21.90

AS 21.42.345 - 21.42.365 [AS 21.42.345 AND 21.42.355]
AS 21.89.040

AS 21.89.060

* Sec. 4. AS 21.42.365, enacted by sec. 1 of this Act, applies to group
disability insurance policies and hospital or medical service subscri* ,r
contracts entered into or renewed after January 1, 1989.

HCS CSSB 67 (HESS)
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WORK DRAFT WORK DRAFT WORK DRAFT
5-0356T
Ford

2/18/88

Original sponsors: Faiks and Kerttula

IN THE SENATE

HOUSE CS FOR CS FOR SENATE BILL NC. 67 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled:  "An Act relating to insurance coverage for the treat-
ment of a mental or nervous condition; and providing
for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
= Section 1. AS 21.42 is amended by adding a new sectionto read:

Sec. 21.42.365.COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS
CONDITION.  (a) An insurer authorized under AS 21.09 to offer, issue
for delivery, deliver, or renew a group disability insurance policy
for major medical coverage on an expense-incurred basis in the state,
or a hospital or medical service corporation authorized under AS 21.87
to offer or renew a group contract for major medical coverage in the
state, shall offer the insured or subscriber the following coverage
for treatment of a mental or nervous condition of the insured, sub-
scriber, or other personcovered by the policy or contract:

(1) 45 days ayear of inpatient treatment for each covered
indj/idual;

(2) a total of 50 hours of outpatient treatment or office
visits a year for each covered individual.

(b) The ir ;urer or service corporation providing coverage under
this section  mayimpose reasonable contract limitations but maynot
require that  theinsured or subscriber pay a higher deductible or
co-payment for the cost of treating a mental or nervous condition than
for the cost of treating another condition or illness.

(c) In this section

-1- HCS CSSB 67( )
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(1)  “"consulting relationship" means a relationship that
involves review of treatment plans and goals and in-person patient
contact on at least a quarterly basis;

(2) "co-payment" means the portion of the cost in excessof
the deductible portion to be paid by the insured or subscriber

(3) "cost" means the lesser of the following:

(A) the actual charge for the treatment received for a
mental or nervous condition; or

(B) the wusual, customary, and reasonable charge for
the treatment as determined by the contract of coverage,

(4) “"deductible" means the portion of covered costs that
must be incurred before benefits become payable

(5) "inpatient treatment" means treatment of a hospital
registered bed patient for whom the hospital makes a daily room charge
in

(A) a general hospital that is either licensed under
AS 18.20 or located and licensed in another state;
(B) a psychiatric hospital that is eitherlicensed
under AS 18.20 or located and licensed in another state; or
(C) a hospital that is located in
(i) the state and specifically exempt under
AS 18.20.020 from the licensing requirements of the state;
or
(1) another state and specifically exempt from
the licensing requirements of that state;
(6) "major medical coverage" means a disability insurance
contract, or a subscriber contract, that provides henefits for hospi-
tal and medical care with potential lifetime maximum benefits for the

insured or subscriber of at least $10,000;
HCS CSSB 67( ) -2-
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(7)  "mental or nervous condition" means a mental disorder
identified in

(A) the most current edition of the Diagnostic and
Statistical Manual of Mental Disorders published by the American
Psychiatric Association; or

(B) the most current edition of the 1CD-9-CM published
by the Commission on Professional and Hospital Activities;

(8) "national professional organization" means the National
Association of Social Workers; the National Registry of Health Care
Providers; and the American Board of Examiners in clinical social
work;

(9) “"office visit" means treatment that is not inpatient
treatment oroutpatient treatment and that is provided through the
professional offices of

(A) a psychiatrist who is licensed by a state as a
physician and certified, or eligible for certification, in psy-
chiatry by the American Board of Psychiatry and Neurology;

(B) a physician who isemployed by the federal govern-
ment ina state and certified or eligible for certification in
psychiatry by the American Board of Psychiatry and Neurology;

(C) a psychologist or psychological associate licensed
by a state;

(D) a person who works in a consulting relationship
with a mental health care provider licensed by a state and has a
masters or doctoral degree in psychology, nursing, or socia
work; or

(E) a clinical social worker who is

(1) licensed or certified as a clinical

worker by a state; or

-3 - HCS CSSB 67( )
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(11) certified by a national professional
nization offering certification of clinical social workers;
(10)  "outpatient treatment" means treatment that is not

inpatient treatment and that is provided
(A) in the outpatient department of

(i) a hospital that is licensed under AS 18.20 or
that is specifically exempt under AS 18.20.020 from the
licensing requirements of the state;

(i) a hospital that is located in another
and that is either licensed or specifically exempt from the
licensing requirements of that state; or

(111) an entity that is designated by the Depart-
ment of Health and Social Services as an organizational unit
in a geographical area to receive funds under AS 47.30.520 -
47.30.620; and

(B) by one or more of the following:

(1) a psychiatrist who is licensed by a st
a physician and certified, or eligible for certification, in
psychiatry by the American Board of Ps> hiatry and Neu-
rology;

(1) a physician who is employed by the fed
government in a state and certified or eligible for certi-
fication in psychiatry by the American Board of Psychiatry
and Neurology;

(i11) a psychologist licensed by a state;

(iv) a person who works in a consulting relation-
ship with one or more licensed mental health care providers
licensed by a state and has a masters or doctoral degree in
psychology, nursing, or social work, and is employed by the

HCS CSSB 67( ) -4-



WORK DRAFT WORK DRAFT WORK DRAFT

same health care facility providing treatment; or
(V) a clinical social worker who is licen
certified as a clinical social worker by a state r cer-
tified by a national professional organizationoffering
certification of clinical social workers.
* Sec. 2. AS 21.42.365(a) 55 repealed and reenacted to read:

(a)An insurer authorized under AS 21.09 to offer, issue for
delivery, deliver, or renew a group disability insurance policy for
major medical coverage on an expense-incurred basis in the state, or a
hospital or medical service corporation authorized under AS 21.87 to
offer or renew a group contract for major medical coverage in the
state, must provide the insured or subscriber the following coverage
fortreatment of a mental or nervous condition of the insured, sub-
scriber, or otherperson covered by the policy or contract:

(1) A5 days a year of inpatient treatment for each covered
individual;
(2) a total of 50 hours of outpatient treatment or office
visits a year for each covered individual.
* Sec. 3. AS 21.36.090(d) is amended to read:

(d) Except to the extent necessary to comply with AS 21.42.36°
a [A] person may not practice or permit unfair discrimination against
a person who provides a service covered under a group disability
policy that extends coverage on an expense incurred basis, or under a
group service or indemnity type contract issued by a nonprofit corpo-
ration, if the service is within the scope of the provider's occupa-
tional license. In this subsection, "provider" means a state licens
physician, dentist, osteopath, optometrist, chiropractor, or nurse
midwife, naturopath, physical therapist, or occupational therapist.

* Sec. A AS 21.87.3A0 is amended to read:

-5 - HCS CSSB 67( )
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Sec. 21.87.340.
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OTHER PROVISIONS APPLICABLE. In addition to the

provisions contained or referred to previously in this chapter, the
following chapters and provisions of this title also apply with re-
spect to service corporations to the extent applicable and not in
conflict with the express provisions of this chapter and the reason-
able implications of the express provisions, and for the purposes of
the application the corporations shall be considered to be mutual

"insurers":
(1) AS
(2) AS
(3) AS
(4) AS
(5) AS
(6) AS
(7) AS
(8) AS
(9) AS
(10) AS
(11) AS
(12) AS
(13) AS
(14) AS
(15) AS
(16) AS
(17) AS

21.03
21.06

21.09, except AS 21.09.090

21.18.010
21.18.030
21.18.040
21.18.120
21.21.321
21.36

21.69.400
21.69.520

21.69.600, 21.69.620, and 21.69.630

21.78
21.90
21.42.345
21.89.040
21.89.060.

- 21.42.365 [AS 21.42.345 AND 21.42.3551

* Sec. 9. AS 21.42.365, as enacted by sec. 1 of this Act, applies to
group disability insurance policies and hospital or medical service sub-
scriber contracts entered into or renewed on or after Jaruary 1, 1989

* Sec. 6. AS 21.42.365, as amended by sec. 2 of this Act, applies to

HCS CSSB 67( )
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group disability insurance policies and hospital or medical service sub-
scriber contracts entered into or renewed on or after January 1, 1990,

1.

* Sec.

Section 2 of this Act takes effect January 1, 1990.

-7 - HCS CSSB 67(
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Section 21.42.365(c)(2) should be amended to read as follows:

(2) "cost" means the lesser of the following

(a) the actual charge for the treatment received for a men-
tal or nervous condition; or

(b) the usual, customary and reasonable charge for the
treatm ent as determined by the contract of coverage; or

(c) the charge agreed to bv contract between the provider
and the third party pavor;



INSURANCE POLICIES

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. 1197¢.3% <63

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. 1197 ¢.35914)

743.549 Restriction on reduction
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 existin
coverages, shall provide that such reduction wi
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
743549, including;

743.567

(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 ofa claim by reason of the application of
coordination of benefits provision. (19/3¢.14313)

743.555 Application of ORS 743.549
and 743.552. ORS 743549 and 743552 shall
apply to any group or blanket health insurance
policy containing a provisioh described in ORS
743549 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. (1973c.i43HI

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 providin? coverage for hospital
or medical expenses shall provide coverage for
expenses arisin? 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
ovisions of the policy that apply to other bene-
its 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 (};reater 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



743.667

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 743558 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
Sacial 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
t0 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
Sacial 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
becotme 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

INSURANCE

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
ﬁayments for inpatient care and treatment in

ospitals 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 §l)
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-
mentand 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

790
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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:

(@ 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 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
i)erformed by a medical or osteopathic physician
icensed 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 675510 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 inrtreiries 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.

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

POLICIES 743.558

(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:

(@) The current living situation;

(b) An alternative, nontreatment living situa-
tion; or

(©) 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:

(@) 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
selfor 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 medlcal occupational, social and psychologi-

uation, and the overall prognosis. [t975c.

For purposes of paragraph (b) of SUbSQQ 1977 €632 13:1981 319 12:1983 c UL 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

e
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benefit* ahell provide benefits for e
from mental or nervous conditions t
following requirements:

(1) The coveraPe may be made subject to
provmons 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 (};reater 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 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 perlod 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 675510
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

nse arising
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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:

(@ 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
40250 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. Reviewshall 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 Psychologlst 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 i |n(1)e|r|es 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 ﬁurposes of para(]}raph (b) of subsec-
tion (8) of this section, a utilization review con-
tractor is a professmnal standards review
organization, foundation for medical care or sim-
ilar entity which, under contract with an insur-
ance carrier, performs certification of

POLICIES 743.568

reimbursability of level of treatment for admis-
sions and_maintained stays in treatment pro-
grars, 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

(©) An alternative residential facility.

(12) 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 (®) of thir
section if aPproprlate and leas costly than resi-
dential facility services:

(@) 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
orina 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
selfor others; and readiness to part|C|pate 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 isjustified,
considering the individual's history and the cur-
rent medical, occupational, social and psychologi-
cal situation, and the overall prognosis. 1193c613
12 193¢0 15
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SUMMARY
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to consi era%on by the Leg|£atR/e Ass%m}l)?y. |olt IS an egnor’s %nef statement o? tf]e essenneﬂyfeatures 0 Jt%e

Mmeasure.

Revises health insurance reimbursement requirements for mental or nervous conditions and
chemical dependency. Requires that State Health Planning and Development Agency draft model
set of review criteria for use in certain health care facilities and residential programs and facilities.

Directs Insurance Division to adopt criteria for determining when health maintenance organ-
ization meets specified requirements for provision of chemical dependency benefits and when certain
contracts for discounted health care services meet specified requirements. Allows health mainte-
nance organizations to charge co-payments for mental health care until June 30, 1991. Di-
rects Insurance Commissioner to adopt rules necessary to interpret Act.

Declares emergency, effective June 30, 1987.

A BILL FOR AN ACT
Relating to health insurance; creating new provisions; amending ORS 430.010, 748.555, 750.055 and
section 10, chapter 601, Oregon Laws 1983; repealing ORS 743.557, 743.558 and section 2, chap-
ter 601, Oregon Laws 1983; and declaring an emergency.
Be It Enacted by the People of the State of Oregon:

SECTION 1. Section 2 of this Act is added to and made a part of ORS chapter 743.

SECTION 2. A group health insurance policy providing coverage for hospital or medical cx-
penses shall provide coverage for expenses arising from treatment for chemical dependency includ-
ing alcoholism and for mental or nervous conditions. 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 benefits
under Hie policy, including but not limited to provisions relating to deductibles and coinsurance.
Deduetibles and coinsurance for treatment in health care facilities or residential programs or facil-
ilies shall be no greater than those under the policy for expenses of hospitalization in the treatment
of illness. Deductibles and coinsurance for outpatient treatment shall be no greater than those un-
dcr the policy for expenses of outpatient treatment of illness.

(2) Treatment provided in health care facilities, residential programs or facilities, day orpartial
hospitalization programs or outpatient services shall be considered eligible for reimbursement if it
is provided by:

(a) Programs or providers described in ORS 430.010 or approved by the office of Alcohol and
Drug Abuse Programs or by the Mental Health Division under subsection (3) of this section.

(b) Programs accredited for the particular level of care for which reimbursement is being re-

quested by the Joint Commission on Accreditation of Hospitals or the Commission on Accreditation

NOTE: Metier inkold face in »n emended sectin . rew; miller (i/atic anit bracktitc\ i eiutinf law o be onittect.
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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 partial hospitalization programs offered by or through a health care
facility must meet the requirements of either paragraph (a) or (b) of this subsection in order to be
eligible for reimbursement,

(d) Residential programs or facilities described in subsection (3) of this section if the patient is
staying overnight at the facility and is involved in a structured program at least eight hours per
day, five days per week.

(c) Programs in which stafT arc directly supervised or in which individual client treatment plans
are approved by a person described in ORS 430.010 (4)(d) and which meet the standards established
under subsection (3) of this section.

(3) The office of Alcohol and Drug Abuse Programs shall adopt rules elating to the approval,
for insurance reimbursement purposes, of noninpaticnt chemical dependency programs that arc not
related to the division or any county mental health program. The Mental Health Division shall
adopt rulcc relating to the approval, for insurance reimbursement purposes, of noninpaticnt pro-
grams for mental or nervous conditions that not related to the division or any county mental health
program. Standards proposed by the American Association of Partial Hospitalization should be
considered as one possible source for such rules. In addition, an insurer or insurers and the office
of Alcohol and Drug Abuse Programs, or an insurer or insurers and the Mental Health Division may
mutually develop agreements, standards and procedures for programs that are approved by the office
or the division and that provide alternative arrangements foi supervision or for review of treatment
plans to become qualified to receive payments for treatment.

(4) A program that provides services for persons with both a chemical dependency diagnosis and
a mental or nervous condition shall be considered to be a distinct and specialized type of program
for both chemical dependency and mental or nervous conditions. The Mental Health Division and
the office of Alcohol and Drug Abuse Programs jointly shall develop specific standards related to
such programs for program approval purposes and shall adopt rules relating to the approval, for
insurance reimbursement purposes, of such noninpatient programs that arc not related to the office
or the division and any county mental health program.

(5) As used in this section:
(a) “Chemical dependency” means the addictive relationship with any drug or alcohol charac-

terized by either a physical or psychological relationship, or both, that interferes with the individ-
ual's social, psychological or physical adjustment to common problems on a recurring basis. For
purposes of this section, chemical dependency does not include addiction to, or dependency on, to-
bacco, tobacco products or foods.

(b) “Child or adolescent™ means a person who is 17 years of age or younger.

(c) “Facility" means a corporate or governmental entity or other provider of services for the
treatment of chemical dependency or for the treatment of mental or nervous conditions.

(d) “Program™ means a particular type or level of service that is organizationally distinct within
a facility.

(6) Notwithstanding the limits for particular types of services specified in this section, a policy
shall not limit the total of payments for all treatment of any kind under this section for chemical
dependency, together with payments for all treatment of any kind for mental or nervous conditions,
to less than $10,500 for adults and $12,500 for children or adolescents. For persons requesting
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payments for treatment of any kind for chemical dependency, but not requesting payments for
treatment of any kind of mental or ncrvoua condition, a policy ahali not limit the total of payments
for all treatment to less than $6,500 for adults and $10,500 for children and adolescents.

(7) The limits for mental or nervous conditions specified in this section shall apply to persons
with diagnoses of both chemical dependency and mental or nervous conditions, who are being
treated for both types of diagnosis, as well as persons with only a diagnosis of a mental or nervous
condition.

(8) The higher benefit levels in this section for children or adolescents are in recognition of the
longer period of treatment and the greater levels of staffing that may be required for children or
adolescents and are intended to permit more services to meet the needs of children and adolescents.

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

(10) Except as permitted by subsections (1), (8) and (12) of this section, the policy shall not limit
payments for inpatient treatment in hospitals and other health care facilities thereunder:

(@) For chemical dependency to an amount less than $4,500 for adults and $4,000 for children
or adolescents; and

(b) For mental or nervous conditions to an amount less than $4,000 for adults and $6,000 for
children or adolescents.

(11) Except as permitted by subsections (1), (6) and (12) of this section, the policy shall not limit
payments for treatment in residential programs or facilities or day or partial hospitalization pro-
grams:

(@ For chemical dependency to an amount less than $3,500 for adults and $3,000 for children

or adolescents; and

(b) For mental or nervous conditions to an amount less than $1,000 for adults and $2,500 for
children or adolescents.

(12) Notwithstanding the minimum benefits for particular types of services specified in sub-
sections (10) and (11) of this section, and except as permitted by subsection (1) of this section, the
policy shall not limit total payments for inpatient, residential and day or partial hospitalization
program care or treatment:

(@) For chemical dependency to an amount less than $8,500 for children or adolescents; and

(b) For mental or nervous conditions to an amount less than $8,500 for adults and $10,500 for
children or adolescents.

(13) ExcepL as permitted by subsections (1) and (6) of this section, in the case of benefits for
outpatient services, the policy shall not limit payments:

(@ For chemical dependency to an amount less than $1,500 for adults and S2,000 for children
or adolescents; and

(b) For mental or nervous conditions to an amount less than $2,000.

(14) If so specified in the policy, outpatient coverage may include follow-up in-home service as-
sociated with any health care facility, residential, day or partial hospitalization or outpatient ser-
vices. The policy may limit coverage for in-home service to persons who have completed their initial
health care facility, residential, day or partial hospitalization or outpatient treatment and did not
lermin. te 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.

(15) Under ORS 430.021 and 430.315, the Legislative Assembly has found that health care cost
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containment is necessary and intends to encourage insurance policies designed to achieve cost
containment by assuring that reimbursement is limited to appropriate utilization under criteria in-
corporatcd into such policies, citherdirectly or by reference.

(16) A group health insurance policy may provide, with respect to treatment for chemical dc-
pendency or mental or nervous conditions, that 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 stale
may be different from the method or methods used by that insurer in another part of the stale:

(a) Proportion of coinsurance required for treatment in residential programs or facilities, day
or partial hospitalization programs or outpatient services less than the proportion of coinsurance
required for treatment in health care facilities.

(b) Subject to the patient or client confidentiality 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 con-
tinucd slays for treatment in health care facilities, residential programs or facilities, day or partial
hospitalization programs and outpatient services by either insurer staff or personnel under contract
to the insurer, or by a utilization review contractor, who shall have the authority to certify for or

deny level of payment:
(A) This review shall be made according to criteria made available to providers in advance upon

request.

 (B) To facilitate implementation of utilization review programs by insurers, the Slate Health
Planning and Development Agency shall draft an advisory or model set of criteria for appropriate
utilization of inpatient, residential, day or partial hospitalization, and outpatient facilities, programs
and services by adults, children and adolescents, and persons with both a chemical dependency di-
agnosis and a mental or nervous condition. These criteria shall be consistent with this section and
shall not be binding on any insurer or other party. However, at the time of contract negotiation
or amendment, with the agreement of the parties to the contract, any insurer may adopt the criteria
or similar criteria with or without modification. The agency shall revise these criteria at least cv-
cry two years. In developing and revising these criteria, the agency shall organize a technical ad-
visory panel including representatives of the Insurance Division, the office of Alcohol and Drug
Abuse Programs, the Mental Health Division, the Health Division, the insurance industry, the busi-
ness community and providers of each level of care. The agency shall place substantial weight on
the advice of this panel.

(Q Review shall be performed by or under the direction of a medical or osteopathic physician
licensed by the Board of Medical Examiners for the State of Oregon; a psychologist licensed by the
State Board of Psychologist Examiners; d nurse practitioner registered by the Oregon State Board
of Nursing; or a clinical social worker registered by the State Board of Clinical Social Workers, with
physician consultation readily available. The reviewer shall have expertise in the evaluation of
mental or nervous condition services or chemical dependency services.

(D) Review may involve prior approval, concurrent review of the continuation of treatment,
post-treatment review or any combination of these. However, if prior.approval is required, provision
shall be made to allow for payment of urgent or emergency admissions, subject to subsequent re-
view. If prior approval is not required, insurers shall permit treatment providers, policy holders or
persons acting on their behalf to make advance inquiries regarding the approprialcncss of a parlic-

ular admission to a treatment program. Insurers shall provide a timely response to such inquiries.
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Approval of a particular admission docs not represent a guarantee of future payment.

(E) An appeals process shall be provided.

(F) An insurer may choose to review all providers on a sampling or audit basis only; or to re-
view on a less frequent basis those providers who consistently supply full documentation, consistent
with confidentiality statutes on each caso in a timely fashion to the insurer.

(17) For purposes of paragraph (b) of subsection (16) of this section, a utilization review con-
tractor is a professional review organization or similar entity which, under contract with an insur-
ance carrier, performs certification of reimbursability of level of treatment for admissions and
maintained slays in treatment programs, facilities or services.

(18) For purposes of paragraph (b) of subsection (16) of this section, when implemented through
an insurance contract, reimbursability of inpatient treatment requires demonstration that medical
circumstances require 24-hour nursing care, or physician or nurse assessment, treatment or super-
vision that cannot be readily made available on an outpatient basis, or in:

(d) The current living situation;

(b) An alternative, nontreatment living situation;

(c) An alternative residential program or facility; or

(d) A day or partial hospitalization program.

(19) For purposes of paragraph (b) of subsection (16) of this section, when implemented through
an insurance contract, reimbursability of treatment at the residential, day or partial hospitalization
level of treatment shall require demonstration that outpatient services, if appropriate and less costly
than residential, day or partial hospitalization services:

(@) Are not presently appropriate and available;

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

(c) Cannot meet documented needs for nonmcdical supervision, protection, assistance and treat-
ment, cither in the current living situation or in a readily and timely available alternative, non
treatment 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 consistently in treatment.

(20) For purposes of paragraph (bj-of subsection (16) of this section, reimbursability of treatment
at the level for outpatient facility, service or program shall require demonstration that treatment
is justified, considering the individual's history, and the current medical, occupational, social and
psychological situation, and the overall prognosis.

(21) Discrete medical or neurologic diagnostic or treatment services including any professional
component of that service, costing in excess of $300, occurring concurrently with but not directly
related to treatment of mental or nervous conditions shall not be charged against the inpatient
benefit level.

(22) The benefits described in this section shall renew in full cither on the first day of the 25th
month of coverage following the first use of services for the treatment of chemical dependency or
mental or nervous conditions, or both, or on the first day following two consecutive contract years.

(23) Health maintenance organizations, as defined in ORS 750.005 (3), shall be subject to the
following conditions and requirements in their provision of benefits for chemical dependency or
mental or nervous conditions to cnrollccs:

(@ Notwithstanding the provisions of subsection (1) of this section, health maintenance organ-

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



cnrollcc is required to pay docs not exceed the amount of coinsurance and deductible customarily
required by other insurance policies which arc subject to the provisions of ORS chapter 743 for that
type and level of service.

(b) Nothing in this section prevents health maintenance organizations from establishing dura-
tional limits which are acluarially equivalent to the benefits required by this section.

(c) Health maintenance organizations may limit the receipt of .ovcrcd services by enrollccs to
services provided by or upon referral by providers associated with the health maintenance organ-
ization.

(d) The Insurance Division shall make rules establishing objective and quantifiable criteria for
determining when a health maintenance organization meets the conditions and requirements of this
subsection.

(24) Nothing in this section shall prevent an insurer or health care service contractor other than
a health maintenance organization, except as provided in subsection (23) of this section, from con-
tracting with providers of health care services to furnish services to policy holders or certificate
holders according to ORS 743.531 or 750.005, subject to the following conditions:

(@ An insurer or health care service contractor may establish limits for contracted services
which are actuarially equivalent to the benefits required by this section, so long as the same range
of treatment settings is made available.

(o) An insurer or health care service contractor, other than a health maintenance organization,
may negotiate with contracting providers as to the cost of actuarially equivalent benefits, and such
actuarially equivalent benefits for services of contracting providers shall be deemed to equal the
minimum benefit levels specified in this section.

(c) An insurer or health care service contractor is not required to contract with all eligible
providers, and payment for covered services of contracting providers may be in alternative methods
or amounts rather than as specified in this section.

(d) Insurers and health care service contractors other than health maintenance organizations
shall pay benefits toward the covered charges of noncontracting providers of services for the treat-
ment of chemical dependency or mental or nervous conditions at the same level of deductible or
coinsurance as would apply to covered charges of noncontracting providers of other health services
under the same group policy or contract. The insured shall have the right to use the services of a
noncontracting provider of services for the treatment of chemical dependency or mental or nervous
conditions. Policies described in this subsection shall be subject to the provisions of subsection (1)
of this section, whether or not the services for chemical dependency or mental or nervous conditions
are provided by contracting or noncontracting providers.

(e) The Insurance Division shall make rules establishing objective and quantifiable criteria for
determining that a contract meets the conditions and requirements of this subsection and that
acluarially equivalent services of contracting providers equal or exceed services obtainable with the
minimum benefits specified in this section.

(25) The intent of 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 of
care most appropriate for the insured's condition and progress.

(26) The Insurance Commissioner, after notice and hearing, may adopt reasonable rules not in-

consistent with this section that arc considered necessary for the proper administration of those

provisions.



SECTION 3. ORS 750.055 is amended lo read:

750.055. (1) The following provisions of the Insurance Code shall apply to health care service
contractors to the extent so applicable and not inconsistent with the express provisions of this
chapter

(@) 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 care service contractors.

(B) ORS chapter 733 applies to for-profit health care service contractors.

(d) ORS chapter 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 that 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 paragraph shall be considered the statement of the essential fea-
tures of 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 of group practice health maintenance organizations that arc
federally qualified pursuant to Title XIIl of the Public Health Service Act unless the patient is re-
ferred by a physician associated with a group practice health maintenance organization.

() ORS 743.557 and 743.558 except that group practice or staff health maintenance organizations
which are federally qualified pursuant to Title XIIl of the Public Health Service Act shall be deemed
lo comply with the requirements of ORS 743.557 and 743.558.

(k) Section 2 of this 1987 Act.-

(2) For the purposes of this section only, health care service contractors shall be deemed
insurers.

(3) Any for-profit health care service contractor organized under the laws of any other state
which is not governed by the insurance laws of such state, will be subject to all requirements of
ORS chapter 732.

(4) The commissioner may, after notice and hearing, adopt reasonable rules not inconsistent with
this section and ORS 750.003, 750.005, 750.025 and 752.045 that are deemed necessary for the proper
administration 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 otherwise:

(1) "Division" means the Mental Health Division.

(2) “Health facility™ means a facility licensed as required by ORS 441.015 or a facility accredited
by the Joint Commission on Accreditation of Hospitals, either of which provides full-day or part-day
acute treatment for alcoholism, drug addiction or mental or emotional disturbance, and is licensed

lo admit persons requiring 24-hour nursing care.
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(3) “Residential facility” or “day or partial hospitalization program" means a program or fa-
cility providing an organized full-day or part-day program oT treatment, but not licensed to admit
persons requiring 24-hour nursing care. Such a program or facility shall be:

(a) Licensed, approved, established, maintained, contracted with or operated by the [Menial
Health Division| office of Alcohol and Drug Abuse Programs under ORS 430.041, 430.260 to
430.380 and 430.610 lo 430.880 for alcoholism;

(b) Licensed, approved, established, maintained, contracted with or operated by the [Mental
Health Division] office of Alcohol and Drug Abuse Programs under ORS 430.041, 430.260 to
430.380, 430.405 lo 430.565 and 430.610 to 430.880 for drug addiction; or

(c) Licensed, approved, established, maintained, contracted with or operated by the Mental
Health Division under OPT 430.041 and 430.610 to 430.880 for mental or emotional disturbance.

(4) “Outpatient service"™ means a program or service providing treatment by appointment. Such
a program or service shall be:

(a) Licensed, approved, established, maintained, contracted with or operated by the [Mental
Health DivisionJ office of Alcohol and Drug Abuse Programs under ORS 430.041, 430.260 to
430.380 and 430.610 to 430.880 for alcoholism;

(b) Licensed, approved, established, maintained, contracted with or operated by the [Mental
Health Division] office of Alcohol and Drug Abuse Programs under ORS 430.041, 430.260 to
430.380, 430.405 lo 430.565 and 430.610 to 430.880 for drug addiction;

(c) Licensed, approved, established, maintained, contracted with or operated by the Mental
Health Division unde." ORS 430.041 and 430.610 to 430.880 for mental or emotional disturbance; or

(d) Provided by medical or osteopathic physicians licensed by the Board of Medical Examiners
for the Stale of Oregon as provided under ORS 677.010 lo 677.450; psychologists licensed by the
State Board of Psychologist Examiners as provided under ORS 675.010 to 675.150; nurse practition-
crs registered by the Oregon State Board of Nursing as provided under ORS 678.010 to 678.410; or
clinical social workers registered by the Stale Board of Clinical Social Workers as provided under
ORS 675.510 to 675.610.

SECTION 5. Section 2, chapter 601, Oregon Laws 1983, is repealed.

SECTION 6. Section 10, chapter 601, Oregon Laws 1983, as amended by section 1l,chapter 124,
Oregon Laws 1985, and section 179, chapter 158, Oregon Laws 1987 (Enrolled House Bill 2409), is
further amended to read:

Sec. 10. 111}] Sections 7,8 and 11, chapter 601, Oregon Laws 1983, are repealed on July 1, 1987.

1f2) The amendments to ORS 743.557, 743.558 and 750.055 by sections 5 6 and 9, chapter 601,
Oregon Laws 1983, are repealed on july 1, 1987.]

SECTION 7. ORS 743.145 does not apply to section 2 of this Act because section 2 of this Act
constitutes a reenactment of ORS 743.557 and 743.558 or to ORS 750.055 because of its amendment
by this Act.

SECTION 8. Section 2 of this Act and the amendments to ORS 750.055 (I)(k) of this Act apply
lo contracts entered into, renewed or extended on or after July 1, 1988.

SECTION 9 ORS 743.557 and 743.558 are repealed June 30, 1988.

SECTION 10. Paragraph (a) of subsection (23) of section 2 of this Act is notoperativeafter
June 30, 1991.

SECTION 11. ORS 748.555 is amended to read:

748.555. (1) The following provisions of the Insurance Code shall apply to fraternal benefit so-

H
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cictics lo ihc extent so applicable and not inconsistent with the express provisions of this chapter:

(@) ORS 731.004 lo 731.026, 731.032 to 731.154, 731.162, 731.166, 731.170, 731.204 lo 731.356,
731.378 lo 731.434, 731.446, 731.450, 731.454, 731.504, 731.508, 731.512, 731.574 lo 731.620, 731.640,
731.644 1o 731.652, 731.804 and 731.844 to 731.992.

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

(c) ORS 733.010 lo 733.050, 733.080, 733.140 to 733.170, 733.210, 733.510 to 733.570, 733.590 lo
733.680 and 733.710 lo 733.780.

(d) ORS chapter 734.
(c) ORS 743.003 to 743.012. 743.018 to 743.030, 743.039 to 743.054, 743.060, 743.069, 743.078,

743.084 to 743.108, 743.114, 743.116, 743.123, 743.350 lo 743.370 and 743.558 (1985 Replacement Part)
mental or nervous conditions covered under section 2 of this 1987 Act.

(0 ORS 744.005 lo 744.265.
(g) ORS 746.005 to 746.140, 746.160, 746.180, 746.220 to 746.370 and 746.600 to 746.690.

(2) For the purposes of this section, fraternal benefit societies shall be deemed insurers and
benefit certificates issued by such societies shall be deemed policies.
SECTION 12. If House Bill 3081 becomes law, on January 1, 1988, section 11 of this Act is rc-
pealed.
SECTION 13. This Act being necessary for the immediate preservationof the public peace,
health and safety, an emergency is declared toexist, and this Act takes efTcct June 30, 1987.
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MANDATED MENTAL HEALTH INSURANCE: A COMPLEX CASE OF PROS AND CONS

INTRODUCTION

On June 1, 1905, state |e8|s|atures across th? coii_ntry were still anxmuslg/
awaiting word from the U.S. Stipreme Court on the lega |t[¥] of state laws requir-
Ing insurance companies to offer or provide minimum mental health benefits.
Twenty-six states alreadY had such laws; nearly all other states had considered
them. ” Fifteen years of legislative action in this area was on hold.

The Court had yet to hand down its decision in the_jointly heard case of
Metropolitan Life Insurance Company v. Massachusetts and Travelers Insurance Co.
v. Massachusetts. Specifically at”issue was the le a|lt)f of a Massachusetts law
mandating certain minimum inpdtient and outpatient mentdl health benefits in any
group or”individual insurance plan.

Metropolitan Life Insurance Company had charged that the state's mandated
enefits law_was_in conflict with the féderal Employee Retirement Income Securi-
ty Act of 1974 (ERISA), which broadly preempts any and all state laws that regu-
late employee benefit %Ians. Massachusetts mairitained that its mandated bene-
fits law was protected by a key exception to ERISA's broad preemgtw_e power; an
exceptlon(lthat 1uP)heId the power of ‘state laws regulating the business of in-
surance (1, p. 11).

In a different vein, the Travelers Insurance CompanY maintained that Mas-
sachusetts minimum benefits |aw was. preempted by the tederal National Labor
Relations Act. (NLRA) because it applied to hbenefit plans negotiated under col-
lective bargaining a?reements (1, p. 7). The state law, |0 effect, mandated
certain terms of collective bargaining ‘agreements by requiring the purchase of
certain benefits, regardless of ‘whether or not the parties involved wanted such
benefits (2, p. 22)." Massachusetts held that its faw was not greempted by the
NLPA because mandating minimum benefits did not upset the balance of power
between the negotiating parties (2, p. 18).

On June 3rd, 1985, the Supreme Court upheld the Massachusetts law on both
counts. Regarding the law's possible preemption by ERISA, the Court held that
"iIf a state law re%ulates insurance, as mandated-benefits laws do, it is not
preempted” (L, p, . Congress intended to preserve such state requlatory
rights in exemptmIq state laws governing the insurance _industry from “ERISA’S
ereemptwe ower (L, p. 18). Regardln? the law's possible preémption by the
LRA, “the Court mtmg the "purpose of Congress gas] the ultimate touchstone”
1, ? 22), held that Congress’ intent in passing the NLRA was to establish "an
egm able "process for determining the terms and Conditions of employment” (1, p.
28).  The Court found no incompatibility "between federal rules deSigned fo re-
store the equality of bargaining power and state. . .legislation that |mP_oses
minimal substantive requiréments on contract terms negotiated between parties”

(1, P. 29).

Across the country, legislative, professional and consumer advocates of man-
dated mental health insurance breathed a sigh of relief.  Yet the Supreme Court
decision stayed only the legal controversy surrounding these laws. Advocates
and opponents aljke ‘maintain “the fight .is far from over. And while the Supreme
Court “decision has placed responsibility for mandating mental health benefits
solidly back into the hands of the states, few state lawmakers would dispute the
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fact that mandatory mental health benefits can be a hot political and economic
issue to handle.

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

In many state legislatures controv_ersg over man?lated mental health in-
surance ha Iarge[w réflected the traditional stand-off between the Insurance
Industry and th& mental health community over the necessity and appropriateness
of minimum benefits |aws. Points of contention between the two gr ugs enerall
center on consumer choice in. the fr(?e market system, potential ificreases in men-
tal health services utilization and costs following a mandate, and theappropri-
ateness of the legislative arena for deciding such”an issue.

. Consumer. Choice in the Free-Market Slystem. Opponents argue that mandates
interfere with the market for mental heafth insurance and are unfair to con-
sumers and industry alike. They maintain that mandates do the following:

+ Deny employers and em IOYees the right to choose the benefits they want. As
such, the”issue Is not the ultimate desirability of mental health insurance,
hut . the arﬂProp_nateness of mandating such insurance when consumers have
limited funds with which to buy all types of insurance coverage. The result
Is less consumer choice and higher prémiums;

« Act as a regressive tax. As most employees pay for at least some portion of
their hea?lgn Insurance, either throughydwegtypremmms or throughp decreased
wages,a law that forces every emplo_>{ee-,-re%ard|ess of income--to. purchase
the same minimum benefits necessarily imposes a greater hardship on indi-
viduals with a lower income;

« Give an unfair advantage to insurance carriers not required to provide minj-
mum benefits. One of"the industry's toughest new competitors--Health Main-
tenance Organizations--are generdlly not™ covered by state mandates. In ad-
dition, individual insurance plans often are not covered;

» Encourage the trend toward self-insurance. As more companies find them-
selves “required to purchase insurance packages containing unwanted mandated
benefits, the}/ will" be more likely to self insure, thus side-stepping all
federal and state regulation of employee insurance plans;

+ Discourage inFlustry from staying or Ioc?tin in a state. As emplo,){ers spend
an averdge of 38 percent of” their employeé labor costs on benefits, a man-
date. thal increases employee benefit costs will detract from that state’s

ability to attract or retain businesses (3, p. 9);

o Increase the number of uninsured employees. Small businesses may choose to
drop their employee health insurance” altogether if mandates increase the
price of that insUrance beyond an affordablé point.

. Proponents argue that a mandate can restore to proper functioning the other-
wise improperly flunctioning market in mental health inSurance, as wéll as ensure
minimum_ coverdge for individyals who need, but are unable to afford mental
health insurance. To this end, proponents maintain that two key problems keep
the market in mental health insurance from functioning properly.
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0 The average mental health consumer is not well-informed about the need for
and valye “of mental health Insurance. It IS estimated that the stigma as-
sociated with mental illness heI S kee ﬁ four-fifths of the indivi uals syf-
ferrnq from a mental disorder from see mg treatment (4, p. 3).  Many indi-
viduals also have unrealrstrc reelings rmmunrt to’ mental rIIness tS
P. 34), stemmin art from a enera ack of nderstandin mental
Iness, especi |Iy en compared g physi al rIIness , . Further
more,  man emglovees without mental healt coverage ae reluctant to ask
their employers Tor such coverage mP 0yees. wrt such. coverage  are
reIuctant to" use 1t because. they ear hey will Heo pardize t err JObS

eP 21 inally, an individual s loy er and amrg may undervalue
ent health insurance, because they ben frt Indirectly and rn ways that
cannot be readily quantified.

0 The market in mental health |nsure1nce s kept from funftrohrng Proéperly" g
rErenomenon known ai "adverse selection." "Adverse selection” rerer
tendency of high-ris porcyholders to, c oose rnsurance plans with coverage
they are likely” to use" and for low-risk h)OIC hol ers not to choose these
same plans (6, p. 208); thus rt changes t ture of the "risk pool" cre-
ated Dy insurance coverage of an illngss. When only those high-risk indi-
viduals, who know they will use mental health insuraice, select”plans offer-
rng mental health coverage, there s no real risk pool created. " As most of
the individuals in the pool will take advantage of the mental health ser-
vices, the costs of that care are not spread evenly over a |arger, randomly-

selected groug reflective of the true risk of “mental illnéss among the
?enera lation. As the costs of the mental heaIth coverage climp fowara
he out-of- ocket care costs, the insurance plans offering” mental health

coverage often have to drop or decrease that coverage to remain competitive.

Proponents of mandated insurance also maintain that it improves shallow in-
surance coverage for those low-income employees who would riot normally have the
out-of-pocket ‘resources for mental health Care, but who might need it at some
point In their lives to retain their jobs and well-being. Such individuals
could use their insurance to defray the costs of mental health care following,
for example, the unexpected death of a child or spouse or a traumatic divorce,

. Potential Increases in Mental Health Services Costs and Utilization. On the
issue of the effect of mandates on_ mental health care costs and utilization,
each side charges the other with misinterpretation of research data and flawed
research designs. Moreover, both sides cite studies and statistics that refute
the other’s "inaccurate” findings.

Opponents ar?ue that mandates greatly increase the costs and utilization of
mental health cafe, without a comparable”increase in benefits to individuals and

society.

» Blue Cross/Blug Shield of Massachusetts reported a 24-fold increase in out-
patient mental health care costs following the implementation of that
state’s minimum .-nefits law.. In addition, the number of individual therapy
sessions _almost tripled makrng it the single most common procedure covered
by Blue Cross/Blue Shield (7, p. 8).
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m Minnesota Blue Cross/Blue Shield, b?tween 1976 and 1980, reRort,ed a 115
percent Increase In Inpatient costs for ﬁs chiatric care and chemical depen-
dency following the implementation of that state's mandate. Qverall hoSpi-
tal char7ges |ré) the state increased by only 58.2 percent during the same

n. 8).

period (7,

® In Kansas, Blue Cross/Blue Shield found that the state mental health
mandate added “nearly five dollars per month to the average family cop-
tract"; In Maryland, Blue Cross/Blue Shield found the ihcrease “to be
"between two and” three dollars per month per family contract" (3, p. 5).

. Opponents maintain that mandates. produce this dramatic increase in costs and
utilization for several reasons. First of all, without providing adequate pro-
vider incentives to control costs, they greatly expand provider markets.

» Minimum_mental health benefit laws have been associated with average
statewide increases of 7 percent in the number of psychiatrists and 32 per-
cent in the number of psychologists (8, p. 207).

» In Wisconsin, the némber of state-approved outpatient clinics, for the
treatment of drug and alcohol abuse and mental Illness, soared from under 40
to over 900 following the implementation of that state’s minimum benefits

law (9, p. 2)

SecondI_Y, opponents maintain that the amount of mental health care that a
consumer will use deﬁends largely .on the price of those services, so utilization
can and often does skyrocket ’n ‘situations of greatly increased access to mental

health services.

 Between 1974 and 1981 under the liberal mental health covera%e orovided by
the Blue Cross/Blue Shield federal employee benefits. plan (F Bg the number
of visits to a psychjatrist per 1000 individuals increased 34.1 percent.
Yet the number of ‘visits to psychologists, social workers and other non-
medical therapists rose over 300 percént.  In 1981 the combined total for

FEB subscribers was 922.5 visits per 1000 individuals (7, p. 7

» A group of Philadelphia area e_mPone,rs, who reviewed hospital utilization by
their employees, found that "intersity of hospitalization increases dramati-
cally with availability of benefits.” . . .gandg the patients with the more
generous benefits have much longer lengths of stay" (7, p. 9).

, Proponents argue that mental health costs and utilization stabilize over
time,  that direc{ savings will result if an individual in need receives ap-
propriate mental health Care, and that mandates can he implemented in such a way
as to control unnecessary use of mental health services.” Regarding, the stablé
costs and utilization of mental health care over time, proponénts cite such ex-

amples as the following.

« A 1982 study indjcated that the percentaé;e of federal employees receivin?
psychiatric "benefits under both the Blue Cross/Blue Shield and Aetna federa
employee Dbenefit plans is relatively stable at around 1.5 percent of the
total " number of enrollees (6, p. 8).

Proponents insist that the insurance industry's claim of greatly increased
costs is reflective of the fact that mandates force “insurers [tog pick up the
tab that was once paid by the government and the users themselves (8, p. 207).
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States presently pay 50 percent of the costs associated with mental health care,
while the insyrance” industry pays only 12 percent. In contrast, states pay onIY
15 er?ent and [ﬁnvate Insurance . dollars J)ay 28 percent of the costs of ?_enera
medical care. The net Increase in costs of “a mental health mandate is estimated

to be SI to $2 per person for the general population (8, p. 208).

. Proponents also clajm that agpropnate mental health care_results in direct
financial benefits to individuals, employers and society. They maintain that
attemPtmg to establish a false dichotomy between mental and physical illness
leads to a false economy in insurance coverage" (6, p. 8).

» Individuals suffering from mental disorders "will use their medical-surgical
benefits to cover but not treat their diseases if they do not have access to

mental health services" (4, p. 12),

» Mental health care can_decrease the use of other--and = often more costlsy--
medjcal services, A Blue Cross/Blue Shield study of individuals diagnosed
as having one of four chronic diseases, including certain types of”heart
disease, ~hypertension and diabetes found that "th€ inclusjon of outpatient
psychotherapy in medical care systems can improve the quality and azngpropn-
aténess of care and also lower costs of providing it" (107 p. 428). " In
general, reductions in other medical costs resultm% from the grovmon of
appropriate mental health treatment range from 5 to 80 percent (8, p. 208).

o Sixty-six percent of the S237.6 billion that drug abuse, alcoholism and men-
tal “illpess cost society in 1984 wa? £a| out In indirect costs such as de-
creased job pr_oductwﬁ? and loss of employment (11 p. 15). An increase In
direct expenditures for  mental health caré could thus produce a significant
decrease In indirect costs;, even minimal psychotherapy has often “been at-
tributed with creating "lessening absenteeism, increasing productivity and
decreasing the number ‘of on-the-job accidents (4. p. 7).

Finally, co-payments and co-insurance provisions as well as peer review of
psychiatric claims”can be effective in controlling excessive and unnecessary use

of "psychiatric services.

o A 1985 stydy found "employee insulation from cost" to be the greatest factor
contributing to excessive health care costs (4, p. 9).

o More than 400 psychiatrists review mental health benefit claims, based on
Peer review_ guidelines developed by the American Psychiatric Association,
or 24 national and local (nsurers across the country. Aetna Life and
asualty spent $20,000 on such peer review in 1981, and saved an estimated
52.4 million. Mutual of Omaha's, estimated savmgs totaled $300,000 during
Its first year of formal peer review procedures (6, pp. 10-11),
Appropriateness of Legpslatlv_e Arena for Deciding Insurance Questions. Op-

ponents argue that the state legislature is simply not an appropriate place for

questions 0f insurance coverage to be decided. They maintain that the insurance

Industry is in the best position to judge the most cost-effective and appropri-

ate mental health benefits on a plan-by-plan basis.

Moreover, they maintain that mental health mandates often have proven tq be

more costly than ‘mandates for other types of health care. In 1984, Maryland
Blue Cross/Blue Shield reported that iripatient and outpatient mental health care
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accounted for 60 percent of Its-expenditures per member month for mandated bene-
fits, In addition to mental health, Maryland law requires coverage of pros-
thetic devices, alcohol rehabilitation, hgme health care, as well as seryices
rendered by podiatrists, chiropractors and optometrists, to name a few (12, p.

14).

Opponents also charge that mandating one set of benefits that expands the
market for one ?roup of “care providers Sets a dangerous precedent for the next
special Interest group that hopes to increase the curre_ncg_ and utilization of
IS services throligh mandat?s. Finally, o%ponents maintain that legislative
?fforﬁ]s {0 pr.oY|de coverage for meptal pealt care on gar with thzi\t proyided
or p SLC&H Ilinesses are mwgm ed.  The insurance industry generally “detends
Its track record on mental cOverage by insisting that mental” |llness 1s dit-
ferent from physical illness: "diaghoses are subjéctive, protocols of treatment
are unclear, providers of services are more numerous and less well-trained than

Is true of medical conditions" (7, p. 1).

_Proponents argue that state mandates are an appropriate way to restore com:
petition to a mental health insurance market otherwise riddled "hy the forces of
adverse selection. . They cite a long tradition of government intervention In
iImproperly functjoning markets--a tradition evidenced, for example, by the ex-
tensive body of federdl and state anti-trust laws.

Proponents also argue that the insurance industry's power over mental health
coverage has led to a history of employee health Benefits in _which"the human
mind nas been treated as a second class citizen" (4, apx. a).Employers  often
do not regard mental health benefits as e'.sential in part because insurance com-
panies generally refrain from promoting inem.

. In addition, insurance plans heavily favor inpatient care for mental health
disorders, while rare,IY providing it at”a level on a par with the coverage pro-
vided for th_swaI IIingsses. “Moreover, proponents claim that the inSurance
industry’s reliance on inpatient care for mental illness reflects a resistance
to |ncor|oorat|ng new methods of treatment for mental disorders, many of which
rely on less-reStrictive treatment settings.

» In 1983, the American Psychiatric Association found that, out of 300 in-
surance plans covering 33 million employees and their dependents, all pro-

vided coverage for inpatient care, but only 49 percent ofthe plans provided

coverage on a par with other physical illnésses (6, p.7). A 1985 update of
that sud?{ ingicated that the number of glans offering such comprehensive
coverage had dropped to 48 percent (4, P . Moreover, while 98 E)ercent of
the plans provided coverage for outpatient treatment, only. 10 percent
vided such treatment on the same basis asother medical conditions (6, p.

7).

Proponents maintain that mandated benefits requiring. a mix of inpatient and
outpatient services could help combat discrimination against the mentally ill in
insurance coverage and provide individuals with an appropriate mix of inpatient
outpatient and ~ partial-hospitalization services.  Outpatient and partial
hospitalization services have been proven to be a more cost-effective and
therapeutic type of treatment for many mentally ill individuals, which can avert
the potential” harm of unne.essary inpatient, hospitalization (5, p 38).
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GENERAL LEGISLATIVE GUIDELINES; ~SPECIFIC STATE ISSUES IN MANDATING R EXPANDING
MENTAL HEALTH INSURANCE COVERAGE

Lawmakers must ?onslder carefully the arguments hoth in favor of and against
mandated mental health insurance In deciding” to introduce such legislation “or to
support or oppose it. Specifically, state” legislators should pdy close atten-
tion to the key questions relative "to mandating minimum mental hedlth coverage.

What is the nature of the law? Are minimum benefits required or is the
availability of such benefits mandatory? = Minimum benefits packa?es can increase
the costs of consumers’ premiums and of insurance dollars paid Tor mentalhealth
care, so they generally incite fierce OﬁpOSItlon from the insurance industry.
Yet mandatory availability of mental health insurance coverage--o_ften considered
as a politic L compromise--can ﬁllow the forges of adversF lection t% c? tinue
to operate, thus perpetuating the Improper functioning of the mental health In-

surance market.

. .Who is covered? Ipsurance palicies usually differentiate hetween those jn-
dividuals who wish to improve their overall mental health and those who are 1JJ
as a result of a mental disorder, ingeneral, insurance policies only cover
treatment provided to the latter. Inaddition, most insurance policieS limit
the mental health services they cover so as to preclude any long-term treatment
for mental illness. Costs of “mental health care can I\/%O ug considerably when
more long-term treatment is brought under a mandate. ny argue, however, that
those who do not receive appropriate mental health care, Whafever the duration,
will -~ simply continue to use  inappropriate medical services, drain the public
mental hedlth system and drive "up the indirect costs of mental illness to

society.

. What types of treatment are covered? Minimum coverage generally applies to
inpatient and outpatient services, while other laws may dlso”require’ coverage of
such services as partial-hospitalization. Inpatient care can often be necessary
ror mental disorders of an acute and  intensive nature. It can be harmful]
however, if treatment in such a restrictive setting is not clinically _necessar¥.
In addition, many state commitment laws restrict involuntary hospitalization 19
those cases in which the patient presents a clear and present danger to himself
or to others. It clinically feasible, partial hospitalization and outpatient
care are generally preferred treatment alternatives pecause they minimize the
patient's dislocation and allow him or her to retair the use of natural support
systems. In some localities, however, treatment settings and programs that of-
fer accountable, commmunity-pased outpatient and partial-hospitalization ser-
vices are less readily available,

.. What coverage is provided? The groblem with legislative determination of
minimum levels 0f mental health coverage 1s that they tend to become maximum
levels.  Thus, those mentally ill who Tequire more extensive treatment may not
receive it. Still, select mandatory coverage in this area tends toward a norm.

» Most state laws mandate minimum inpatient care coverage of at least 30 days
per year in a general or psychjatric hospital or some type of authorizéd
mental health care facility; at least four states requwe Inpatient care for
psychiatric disorders to be of equal value with that provided for physical

.6).. Many states that require coverage for partial

t\1N|7c)e the number of partial hospitalization days as

Ilnesses (13, p. 1
hospitalization allow
inpatient days (13, p.
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« State laws requiring or offering mental health benefits vary greatly with
respect to outpatient treatment. Statutes can require coveragé for ‘@ cer-
tain number of outpatient visits, for treatment provided up” to a dollar
limit or for some combination thereof. For example, Tennessee covers 30
outpatient visjts ?,er year, Georgia covers 48-50 visits per year, degendlng
on the type of policy. Florida “covers outpatient treatment” up to SI,000:
Massachusetts covers "$500 per year. =~ Minnesota provides for coverage of a
least 80 percent of the first $750 of outpatient treatment: Vermont “provides
full coverage for the first five outpatient visits, and 80 percent of the
treatment costs up to $500 after the first five visits.

. What types of treatment seftings are cqvered? Most state laws cover inpa-
tient and “outpatient care provided in traditional settings such as general “or
psychiatric hospitals or. community mental health centers” (CMHCs). Other laws
cover additiopal community care providers such as free sfanding clipics. An
Increase In the number of” treatment settings covered can increase utilization,
but it can also help ensure appropriate treatment as well as use of the least
restrictive--and least expensive--treatment setting.

Which mental health professionals are authorized to provide services? Many
state laws cover only physicians and licensed psychologists.  Others includé
such providers as clinical social workers and psychiatric nurses. Increasm_q
the number of service providers can improve access and decrease the per upi
cost of mental health care through increased competition among providers, Yet
mcreasmﬁ the number of service "providers can increase the total costs of men-
tal health care as a result of increased utilization,

What cost containment mechanisms does the law contain? As with insurance
coverage of physical illness, copayments and monetary caps can effectively limit
unnecessary use of mental health” services, but they can also . discourage ap-
propriate use of mental health services if they are foo restrictive., Where co-
Payments are specified, the%/ are often 50 percent of the treatment costs once
he appropriate deductible has been subtracted &13,, . 1.7).  (The standard de-
ductible for ph¥3|cal Iiness is 20 percent.) Provisions for peer review prior
to reimbursement for services can effectively limit unnecessary provision of
services by providers.

. What t){pes of poljcies are required to provide the minimum level of ser-
vices? All" mandated benefits laws cover group iInsurance policies; many cover
individual policies as well.  Requiring individual insurance policies to ‘provide
the minimum' benefits. necessarily ‘ensures that such benefits are available.  But
it can also discrimipate against and raise premium costs for a well-informed
consumer who knows with a mich greater certamtx than a Iarge corporation bwlng
on behalf of its employees whéther or not such benefits are necessary, More-
over, Including both ‘group and individual insurance plans can increase ‘the trend
towards self-insurancé among employers and individuals.

THE STATES' RESPONSE IN RECENT YEARS

~The followm% chart delineates the existing 26 state minimum_ benefits  laws

with respect to the tdvpe of mandate, the year passed and the services, policies
and . providers covered. In 1987, at least twenty-seven states are considering
legislation that will mandate, minimum mental health benefits, expand benefits
leVel, service. providers or insurance providers, or study various aspects of
mental health insurance.
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At present, 12 states require minimum benefits, 12 states require the
a_va|Iab|||t¥ of such benefits and two states require coverage for certain ser-
vices and the availability of covera?e_ for others. Connecticut was the first
state to pass such a Jaw in 1971; Georgia and Oregon were the most recent states
to pass such legislation in 1984. The majority of the states passed their laws
In the mid-to-late 1970s, The statutes In 23 states. cover inpatient care, 24
cover outpatient care and nine cover partial hospitalization. (Wisconsin's Jaw
does not specify the types of services covered: it merely stipulates that
coverage is provided for treatment of mental illness at uysual and customary
rates.] All 26 states cover group policies; nine cover individual policies as
well. ~All cover services provided by a_ physician, 24 cover Services 0provmle_d b
a licensed psychologist, 12 cover services provided by a licensed or clinica
social worker "and siXx provide coverage for additional Service providers includ-
|n% psychiatric nurses, mamage and family counselors, licensed psycho-
therapists and pastoral counselorS (see chart of state laws, p. 11).

FUTURE IMPLICATIONS AND DIRECTIONS

The track record of recent legjslative attempts to pas% mandated mental
health legislation may or may not indicate that a plateau has been reached amon
the . states that plan” to adopt such measures. Man¥l state lawmakers suspende
their efforts in this area pending the Supreme Court's decision In Metropolitan

Life v.  Massachusetts. According to the National Mental Health Association,
legislative mtereTt in mental health mandates has risen considerably since the
Su%reme Court upheld the Massachusetts law.

Efforts among those states that already have mandates are largely focused
on updating or expanding their laws. A number of states have considered legisla-
tion to expand the number of service providers covered by the mandate, In~1986
MarYIand ‘Minnesota, and. New Hampshire are all considering legislation to put
Health Maintenance Qrganizations (HMOs) under their mandates. “Massachusetts Is
considering, legislation to include specialists in psychiatric and mental health
nursing, . Minnesota to include certified psychologists, and New Hampshire to in-
clude Clinical social workers. In 1985 "California, New York, and West Virginia
considered, but did not pass, legislation that would have made mandatory the
mental health coverage that is %resently optional in all insurance policies. In
1986, Maryland decreased from 50 to 40 L{)ercent the copayment on outpatient men-
fal health care (1986 Md. Laws, chap. 843).

. States are also beginning to act on (iuallty assurance and utilization re-
view.  In 1985, the Orégon State Health Planning and Development Agﬁncy Issued
the first of two requiréd reports evaluating the effectiveness of that® state's
1984 Dbenefits law, which ~mandated coverage for  outpatient and Earnal
hospitalization services and significantly reddced inpatient care coverage.

The statute allowed insurers two cost containment options, one of which was
adopted by Blue Cross/Blue Shield of Oregon andseems. Iikely to be. adopted b
other Oregon insurers: professional peer review of reimbursément claims, evalu-
at?( for “both the level of care and length of treatment. While the rePo,rt
acknowledges certain problems with the existing statufe, it does state that In
Oregon "more Peolﬁ)le are currently receiving services for less mone¥" than were
previously. It notes that nominal increasés in outpatient care costs hdve been
offset b[¥ marked decreases in inpatient care costs for both Blue Cross/Blue
Shield anid SelectCare (14, p. 10).
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. States must remember, however, that much of the research relative to the
impact of state minimum benefits has yielded Qonfllctmg evidence. ~Both the
Insurance, industry and the mental health community disputé each other's statis-
tics, citing flaws in research design and biased ‘interpretation of data. _More-
over, in 1984-85 the Baltimore, Maryland-based Center for Health Policy Studies
undertook a major review of the litérature relevant to mandated mental health
insyrance and made recommendations regarding further research. The report cited
methodological inconsistencies in the research that had been done, such as dif-
ferences in provider settings and the use of health insurance claims as research
data, as cause for this conflicting evidence (13, pp. 1.12, 3.58), Thus state
legislators must remember to evaluate the effectiveness. of a minimum benefits
law in light of the mental health system and resources within their own state.

. Finally, the private sector also has begun to address more aggressively the
issue of mental health care for employees.” In deciding to support or oppose
mandated mental health insurance, state’legislators would want to welg_h careful-
I,)( any changes in the corgorate world's “overall approach to combaling ment/
Iiness. For examn%e a 1984 survey of 64, mostlghanortune 500, companies with

over 19 million employees indicated substantive ges in approach to mental
health care:

» 19 percent had recently increased their lifetime or annual maximums for men-
tal health coverage;

» 22 percent had rece_ntl}/ enhanced their coverage for outpatient services,
\mth an afddtmonal eight percent planning to increase outpatient coverage in
e near future:

» 73 percent had developed Employee Assistance Programs (EAPS) to combat the
roblems associated with emotional problems and alcohol and drug abuse.
hile 30 percent of the EAPs still focused on alcohol and drug abuse inter-

vention and treatment, 68 percent had broadened their scope to include
short-term mental health treatment:

» 41 percent had implemented stress management programs (15, pp 15-16).

--NCSL State Legislative Report--10



STATE MANDATORY MENTAL HEALTH INSURANCE LAWS

MANDATE TYPE SERVICES COVERED POLICIES ADDITIONAL
COVERED PROVIDERS"
COVERED

STATE

X 1979
1973
X 1976
X 1971
1976/83
1984
1975
1978
1975
1983
1974

X

X O

X X X
X

XXX X X

@

X
X
X XXX XXXXXXXX

X X XXX

1973
1975
X 1980
1983
1975
X 1977
1975
1978
1984
1974
1975
1975
1975 X
1983 --see note #6-
1977 X X
X 1975/85 X X

(2) (3)

X

®

XXX XX XX XX

X

XX XX XXXXXX XXXXXXXXXXX

XX X XXXXXXX XXXXXXXXXXX
X X X X

S5SZ326225855 57507 2T7A8R%

X
XX XXXXXX XXX

XXX XX

)

HXXXXXXXXXXXXXXXKXXXXXXXXXXXXXX
X

=&3

1) psychiatric nurses and licensed marriage, family and child counselors

2 psychiatric nurses

3) licensed psychotherapists

4y licensed pastoral counselors

5) nurse practitioners

O Ch D e, A L e L
gggns&:/fan, a licensed psychologist or a licensed community mental healt

7) licensed psychotherapists --NCSL State Legislative Report--11



NEW HAMPSHIRE CASE STUDY: THE PROS AND CONS OF EXPANDING
EXISTING MENTAL HEALTH BENEFITS

New Hampshire's current mental health benefits law, passed in 1975 and im-
plemented In" 1977, requires certain minimum mental health™ coverage In all group
Insurance policies, The law differs from mapy state mandated bepefits laws in
that it differentiatesbetween major medical” and non-major medical insurance
Rolmjes_and_ contracts, Major medical policies must provide inpatient, partjal
nospitalization and outpatient services for mental illness on & par with other
IInesses, with an annual limit of $3,000 and a lifetime limit of $10,000. Non-
major_medical policies must cover 15 hours of outpatient care, with the patient
assuming the cost of the first two visits.

As a result of the law, the New Hampshire state hospital and the CVHCs have
reaped substantial benefits from shifting costs.

» The state bills about $450,000 per year to private insurers for care pro-
vided in the New Hamﬁshlre State Hospital.  This return on care provided to
insured individuals nelps defray the costs of that care and ensure that
state funds are only used for truly catastrophic mental health problems that
require long-term care and treatment of an acute nature (16).

» In 1986, New Hampshire's OVHCs will receive an estimated $4.5 million from
private insurers for careprovided in local settings and covered by the
State mandate (1621. These savings to the CMHCS are critical to enstre the
availability of mn)() community-based counseling and mental health care ser-
vices that " cannot e, by stdte law, Ra|d for by state dollars. . Without
reimbursement from private insurers, these services might not exist.  New
Hampshire  state [aw stipulates that state fundscan be used oply for the
severel% and chronically mentally 1ll, and for mentally 1ll elderly”or chil-

dren (16)

Blue Cross/Blue Shield of New Hampshire op&osed the original law and opposes
the currently  proposed amendments to it. reason for ‘1ts past and present
opposition, ‘the ‘insurer cites dramatic increases in itsown costs for mental

health care as well as the questionable effectiveness of the law's cost contain-

ment measures.

» Between 1977 and 1981, Blue Cross/Blue, Shield increased hy 245.4 percent

the amount that it paid to the state’s CVHCs for mental health care. "During
the same period, rates charged by the CMHCs _increased 30 percent more than

the rates charged hy private” psychiatrists (17)

« Inpatient claims have remained constant and the average length of stay in
an inpatient psychiatric facility has gone upfrom 19 to 22 days (17).

t  Eighty-two billing units of psychologists and pastoral .counselors now quali-

~for reimbursement, as opposed to“the 13 psychologists who qualified for

reimbursement prior to the mandate, indicating a rapid growth in service
providers following the mandate (17).

A number of legislative proposals are currently being considered in New
Hampshire related to”the state's mandated mental hedlth ldw. These proposals

include:
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« Increasing the minimum outpatient coverage from 17 outpatient visits to 25
visits, with no more than a 50 percent copayment and an annual cap of $2500;

» Expanding the number of eligible service providers to include clinical so-
cial workers;

+ Extending the mandate to include Health Maintenance Organizations (HMQs).

The state is also studying the possible implementation of some type of
quality assurance or utilization review procedure to ensure that the ‘mental
health” services provided under the mandate are necessary and of high quality.

The NCSL Menta] Health Project c?nducted a ﬁechnlcal asmséance Pro ram for
New Hampshire In January 1986 "to help educate legislators and staff about the
possible consequences of and alternatives to the proposed changes in the state's
minimum benefits laws. Participating in the program was Dr. Richard Frank, men-
tal health economist, Johns Hopkins University, “Baltimore, Mar)( and. The sug-
?GS'[IOHS provided to New Hampshire do not necessarily reflect those of NCSL Or

he National Institute of Mental Health.

ARGUVENTS FOR AND AGAINST THE PROPOSED CHANGES IN NEW HAMPSHIRE'S LAW

. Increasing the mandate. Increasing the mental health benefits required can
increase utilization and costs as well “as the amount of the regressive tax that
mandates Impose on working individuals. — Yet an increase in benefit levels will
mitigate further the forcés of adverse selection in the market for mental health
insurance and transfer more of the costs for mental health care from individuals
and the public sector to the private sector.

Increasing, the number of eligible service providers to include social work-
ers. Increasing the number of ellg|b|e service providers can increase the
utilization and costs of mental health services and’ shift a greater percentage
of the costs of mental health care to the private insurance “industry. Yet an
Increase in the number of service providers can increase consumer access. . In
addition, including social workers could encourage more competition amon(T1 exist-
mg service providers, thus decreasing, the per “unit cost of mental health care
and increasing the quality of care Since providers will need to ensure high
quality care in order to rétain their clients.

Including. HVOs under the mandate. Including HVQs under the mandate would
decrease thé&ir competitive edge against traditignal jnsurance carriers already
covered by the mandate and would ™ spread the risk of mental health care costs
over a gréater number of individuals. Yet jincluding HVX® could accelerate the
trend toward self-insurance among those businesses and individuals striving to
hold down their health care costs.

SOLUTIONS THAT COULD BRING PROS AND CONS INTO AN APPROPRIATE BALANCE

. Increase the minimum coverage and the number of service providers in con-
junction with other cost containment mechanisms. New Hampshire could move ahead
with legislation designed to increase the minimum coverage required under the
mandate " and to expand” the number of service Rrowders 11”1t made use of other
cost. containment measures that would offset the increased use of mental health
services that such a dual increase in coverage and eligible service providers
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would probably bring about. Examples of such containment measures that could be
employed inclide:

» Increasing deductibles or copayment rates;

« Limiting increases in outpatient coverage to roughly 25 visits, after which
the offset effects of mental health care on use of medical care tend to

decrease.

Im{RIement some tyge of vigorous utilization review and quality assurance
P{ogra s. The state “Could alsg, work to control upward lE)r.essure on “utilization
It implemented some type of quality assurance or utilization review pro-
cedure.  New Hampshire ’>/WIS,h to consult. the American Psychiatric Associa-
tion's guidelines, for peer review of psychiatric claims and "the American Psy-
chological Association's guidelines for  peer review of psychological claims.
Such ‘peer review programs™ have already been credited with “saving millions of

dollars nationwide.

Along this line, New Hampshire may want to consider bringing HVOs under the
mandate, “as they have both the administrative ability to control costs and the
incentives to control utilization.

CONCLUSION

Since New Hampshire's experience with its present mental health mandate has
been generally positive, the state would want to we|?h carefully any possible
amendments to” the law before proceedmg. Yet if the state decides to move ahead
with proposed changes, it can move ahedd with the knowledge that the present law

will provide a solid foundation for further actions in this area.
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TECHNICAL ASSISTANCE PROGRAM TAPES AND BACKGROUND MATERIALS

Availaple through the NCSL Mental Health Project are edited tapes of the
actyal technical assistance program presented for New Hamﬁshwe In January
é?gg%ana}s well as the background”materials distributed at the New Hampshire

The tapes of New Hampshire's technical assistance program, entitled

Mand tmc{l and Expanding Mental Health [nsurance Benéfits. The Pros and
Cons" feature keynote addresses I?XDL Richard Frank, Assistant Professor,
Department_of Health Policy and ana%e_ment, Johns Hopkins Umve,rsm{_and
Alexander Taft, Vijce Pre?|dent of Public Relations and Legislative Liaison,
Blue Cross/Blue Shield of New Hampshire.

Background materials relating to "Mandating and Expanding Mental Health
Insyrancg Benefits: The Pros and” Cons" include™a summary of Select state
legislation, a bibliography and a checklist t"at interested legislators and
staff may return for “copies of legislation and bibliographic materials.

C ;{ou wish to receive loan copies of these tapes, or the background
information distributed at the technical assistance program, pleasé cop){,oso

complete and return the form below to the Mental Health™Project, NCSL,
17th Street, Suite 2100, Denver, Colorado 80265.

Name:
Title:
Address:

Requesting New Hampshire background materials tapes
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Memorandum July 30, 1987
TO: Interested Persons
FROM: Wayne~TrWolfe, Acting Assistant Director

OfficMof Health Policy
Depa”™ment of Human Resources

SUBJECT: Publications of the Former State Health Planning
and Development Agency

The 1987 Legislature eliminated the State Health Planning and
Development Agency through Senate Bill 343 and placed its
responsibilities with the Director's Office of the Department of
Human Resources. It is now known as the Office of Health Policy
and will continue with its former duties of health planning and
policy development, program and facility review, certificate of
need and Office of Rural Health.

The Office of Health Policy will continue to make copies available
of the policy papers and reports developed by the former State Health
Planning and Development Agency.

Questions regarding these publications should be referred to the
Office of Health Policy, 3886 Beverly Avenue, N.E., Suite 19; Salem,
Oregon 97305; telephone 378-4684.
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December 15, 1986

The Honorable Victor Atiyeh
Governor

The Honorable John Xitzhaber
President of the Senate

The Honorable Vera Katz
Speaker of the House

Mental illness and drug abuse are serious problems in the state of Oregon,
directly affecting hundreds of thousands of Oregonians and indirectly
affecting all of us. In recognition of these problems, the 1983 Oregon
Legislature passed legislation aimed at assuring that Oregonians have
access to cost effective mental health and chemical dependency treatment,
by requiring that insurance policies cover such treatment.

The attached report fulfills the obligation of the State Health Planning
and Development Agency (SHPDA) under Section 8 of Chapter 601, Oregon
Laws 1983 (Senate 3ill 522), by providing an analysis of Oregon's experi-
ence with mandated insurance benefits for mental health and chemical
dependency which were created by that statute.

Chapter 501 provided insurance benefits for the first time for residential
and outpatient mental health and chemical dependency services. Pre-
viously, coverage was mandated for only the most expensive setting for
care—inpatient services. 3y providing coverage for less expensive
services, and allowing insurance companies to screen claims to determine
whether a less intensive secting would have been appropriate, it was
hoped that Chapter 601 would result in more people receiving mental

health and chemical dependency services, while at the same time containing
costs.

This report finds that the statute seems to have achieved its intended
effects. The service delivery system has undergone a restructuring
that involves less emphasis on inpatient care and greater emphasis on
outpatient and residential settings. The benefit levels created by the
statute have resulted in many more people receiving treatment, while
increasing costs to insurers by only about one percent.
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Toll Free 1-800-255-7007
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There have been some problems associated with the implementation of
Chapter 601. Over the past 15 months, the SHPDA has sponsored a series
of meetings which have involved over one hundred persons representing
all groups with an interest in this statute. These work groups have
identified issues associated with Chapter 601, and in many cases have
reached agreement on solutions. The SHPDA is grateful to all of the
work group participants for the many hours that they have contributed
to this evaluation process and for their efforts to provide us with
data on the impact of Chapter 601. As a result of this process, the
SHPDA is making a number of recommendations for changes in the statute.
Our recommendations are detailed in this report and are incorporated
into three bills which have been pre-session filed for consideration by
the 1987 Legislature: S3 30 , SB 31, and SB 32.

The most significant rf our recommendations are that the sunset on Chapter
601 be removed; that minimum benefit levels for children and adolescents
be improved; and that the statute no longer allow lower benefit levels

for persons with both a mental illness and a chemical dependency problem
than it provides for persons with a mental illness alone.

This agency believes that this report represents a balanced presentation
of all the issues related to mental health and chemical dependency insur-
ance benefits in Oregon. He believe that Oregon's experiment with achiev-
ing cost containment in mental health and chemical dependency services
through reimbursement incentives has proven successful.

We hope that Oregon's Legislative Assembly will continue this program,

but at the same time consider adjrttments to some existing provisions
as proposed in this report's recommendations.

Richard H. Grant
Director

RHG:iu
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INTRODUCTION

This is the second report developed by the State Health Planning and
Development Agency (SHPDA) to comply with Section 8 of Chapter 601,
Oregon Laws 1983. A report was also prepared for the 1985 legislative
session. The current report represents an update of the 1985 report.
The statute was created bj the 1983 legislative session through enactment
of Senate Bill 522 of that session. It is still generally referred to
as "SB 522"; however, in order to avoid confusion with the current ses-
sion's bill numbers, the 1983 statute will be referred to in this report
as "Chapter 601." Section 8 of this statute reads:

"SECTION 8. The State Health Planning and Development Agency shall
consult with the Insurance Commissioner and with all insurers, public
and private providers and state agencies which implement policies
under the authority of this Act, in order to prepare reports to

the 1985 and 1987 sessions of the Legislative Assembly. The purpose
of the reports shall be to:

"(1) Describe the extent to which the options under this Act have
been exercised.

"(2) Identify savings and expenses attributable to the exercise of
the options.

"(3) Identify problems which interfere with, or arise from, exercises
of the options, and evaluate alternative solutions to such
problems.

"(4) Recommend whether or not the approaches to cost containment,
authorized as options under this Act, should be eliminated,
continued or made mandatory; and whether or not they should
be extended, on an optional or a mandatory basis, to other
coverages under insurance policies written in Oregon.

"(5) Recommend and describe desirable characteristics of other
approaches to cost concainment which may be appropriate for
legislative action."”

This report is also intended to fulfill the requirements of ORS 171.875
and 171.880, which require that any legislative measure proposing mandated
health insurance coverage be accompanied by a report assessing the social
and financial effects of that coverage.

Provisions of Chapter 601

Chapter 601 took effect on July 1, 1984. This statute made major changes
in the requirements for coverage of mental illness and chemical dependency
treatment by insurance companies.

The purpose of the law is to provide reimbursement incentives so that,

"to the greatest extent possible, the least costly settings for treatment,
outpatient services and residential facilities, shall be widely available
and utilized except when contraindicated because of individual health
care needs" (Chapter 601, Sections 3 and 4).



The provisions of the bill were expected to result in more people receiv-
ing treatment for mental illness and chemical dependency, while containing

costs to insurers.
The entire text of the statute is included as Appendix A of this report.

The statute for the first time mandated that insurance companies cover
residential and outpatient settings for mental health and chemical de-
pendency. For mental health, policies are required to provide at least
$2,000 in coverage for outpatient services over a 24-month period; and
$3,000 for care in "residential™ settings (which can include services
such as intensive outpatient and day hospitalization, which are not
strictly "residential™). Section 6 of Chapter 601 (which revised ORS
743.558) specifies the mental health coverages.

For chemical dependency, policies must include at least $1,500 in out-
patient :overage and $3,000 in residential coverage over a 24-month
period. The statute ~Iso for the first time mandated coverage of treat-
ment for drug addiction, as well as alcoholism. Such coverage is spe-
cified in Section 5 of the statute (which amends ORS 743.557).

At the same time, coverage for inpatient mental health services was
slashed from around $24,000 for 24 months (actually, 30 days treatment
every 12 months) to only $7,500. Chemical dependency inpatient coverage
remained the same (except that drug treatment was now included)—$4,500
in any 24-montb period.

Maximums for overall reimbursement for all settings in a 24-month period
were set at $9,000 for mental health and $6,000 for chemical dependency
and combined mental health/chemical dependency problems.

The statute also allowed, but did not require, insurance companies to
implement either of two "cost containment methods™ (outlined in ORS
743.557(10) and 743.558(8), Sections 5 and 6 of the statute). One option,
through which insurers could provide for a lower copayment for residential
and outpatient services than for inpatient care, has not been widely
implemented.

The other option, however, has been implemented by several insurers,
including Blue Cross/Blue Shield. It involves review of claims for pay-
ment, by the insurer or a contractor, of the appropriateness of both
the level of care provided and the length of treatment. An insurer who
finds that treatment could have been provided in a residential setting,
for example, rather tnan on an inpatient basis, may reimburse at the
rate that applies to the lower cost setting.

The benefit levels and cost containing options established under Chapter
601 are summarized in Table 1, and contrasted with the situation prior
to this statute's enactment.

Background

In developing this report, the SHPDA has relied on several reports that
it issued in previous years.



MANDATED HEALTH INSURANCE BENEFITS IN OREGON FOR CHEMICAL DEPENDENCY

Table 1
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In May 1982, the SHPDA issued a report called "The Growth of Hospital-
Based Alcohol Treatment Programs: Overview and Implications.” This report
found that, at the time of its writing, "The treatment of alcoholism in
general hospitals and specialized alcoholism treatment program': is sharply
increasing in Oregon in particular, and the United States in general.

At the same time, providers have shown little interest in non-hospital
treatment, such as day treatment, outpatient cat’ md residential care.”

The report also found that clinical research has not indicated that
inpatient care is any more effective, for most patients, than less re-
strictive and less expensive settings. "It is clear that some treatment
IS superior to no treatment, and differences in treatment methods ap-
parently do not significantly affect long-term outcome. The implications
for allocating our scarce human and financial resources should oe to
emphasize simpler and less expensive alcohol treatment programs that
de-emphasize hospital care.”

The report concluded with the following recommendations: "Oregon's
mandated insurance law should be rewritten to require the use of less
costly treatment modes such as outpatient and day treatment, except

where inpatient care is cleariy medically necessary... Health care
professionals, problem drinkers, alcoholics and the public at large

must be made aware that treatment in a residential setting and outpatient
care is much less expensive than traditional hospital inpatient treatment,
and ju3t as effective."

Through the enactment of Chapter 601, the 1983 legislature in effect
adopted these recommendations.

In March 1983, the SHPDA issued a report called "Mandated Health Insurance
Benefits in Oregon,” which analyzed the 14 health delivery mandates in
Oregon statute in an attempt to determine the costs and savings to in-
surers and health care consumers.

The report concluded: "The results of this analysis indicate that the
mandated health insurance benefits that have the largest fiscal impact
are those related to coverage of four large-scale services: obstetrical
care, newborn care, mental and nervous disorders, and the treatment of
alcoholism™ (emphasis added).

The report noted that research studies indicate that coverage of mental
illness can create an offsetting of other medical expenditures. Recent
studies have indicated that this is true of coverage for alcoholism
treatment as well. Alcoholics and persons with mental illness who receive
treatment for these problems use fewer medical services overall Chan
chose who do not.

The report also found that much of the costs related to alcohol treatment
resulted because only coverage of inpatient care—the most expensive
setting—was mandated. "A full continuum of care is optimal to meet

the needs for alcoholism treatment in Oregon. The current system of
reimbursement has not supported the development and maintenance of a
wide range of effective treatment settings."”
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Chapter 601 creates reimbursement for a full continuum of care for both
chemical dependency and mental illness. In addition to allowing people
to receive treatment in the r.ost appropriate setting for their own prob-
lem, this reimbursement system saves money over the old model, in which
only the most expensivesettings hadto be reimbursed.

The SHPDA also issued two previous reports on Chapter 601. The first
was entitled "Oregon Senate Bill 522, 1983, Implementation: Quarterly
Progress Report #1." This report was published on October 1, 1983, and
reissued June 28, 1984. Its primary purpose was to fulfill the require-
ments ofSection 7 of the statute by presenting "an advisory or model
set of criteria™ for possible use by insurance companies in screening
claims for appropriateness of setting and length of stay under the major
cost containment option of the statute.

The SHPDA also issued a report to the 1985 legislature on "Oregon’s
Experience with Remodeling Insurance Benefits for Mental Health and
Chemical Dependency,” which was the fir.'t report required by Section 8
of Chapter 601. The current report is the second report required by
Section 8. The 1985 report found that thestatute appeared to be having
its intended effects. Costs to insurers resulting from mental health
and chemical dependency claims had gone down. More programs fcr resi-
dential and outpatient treatment had opened, and there was some evidence
that more people were receiving treatment.

The report made several recommendations for changes to the legislation,
however, in order to clarify the statute's intent and to correct inequi-
ties. These changes were incorporated into SB 10 and HB 2051 in the
1985 session.

HB 2051 simply extended the sunset date on outpatient mental health
coverage from July 1, 1985, to July 1, 1987, so as to conform to the
sunset date f r the rest of the statute. This bill passed by wide margins
in both the House and the Senate, and is included as Appendix B of this
report.

SB 10 proposed some changes to statutory language and adjustments to the
minimum benefit levels. It passed in the Senate by a vote of 22 to 6,
but did not reach the House until the last week of the session and was
still in committee upon adjournment.

The current report updates our previous report to the 1985 legislature,
and makes a number of recommendations for changes to the statute. These
recommendations have been incorporated into three bills: SB30 , SB 31,
and SB 32. The most important of our recommendations is that ORS 743.557
and 743.558 should be continued, and that the current sunset date of

July 1, 1987, should be repealed.

The development of this report

Section 8 of Chapter 601 requires the SHPDA to "consult with the Insurance
Commissioner and with all insurers, public and private providers and
state agencies which implement policies under the authority of this

Act,” in order to develop this report to the legislature.



In order to meet this requirement, the SHPDA developed work groups on
child and adolescent and general issues; and on chemical dependency and
mental health treatment. All parties with a known interest in the legis-
lation were invited to participate, and as the work groups progressed,

a number of other organizations and individuals expressed an interest
and became involved. The mailing list for these work groups now includes
107 persons and groups, representing a number of insurance companies,
mental health and chemical dependency treatment providers, professional
associations, state agencies, and the business community.

The work groups began meeting in October, 1985, and mat nine times through
December, 1986. The groups were intended to;

1. Help the SHPDA collect data on Chapter 601, in terms of its cost
and its impact on providers, insurers, and patients.

2. Help the SHPDA to search the professional literature for data on
optimum program design, staffing levels, and costs.

3. ldentify problems or concerns related to the implementation of
Chapter 601.

4. Discuss these problems and. to the extent possible, develop a con-
sensus on solutions.

The work groups accomplished all of these tasks. Of particular importance
is the fact that the work groups acted as a forum for discussion between
providers of care and insurers. Both sides gained an understand!. # of
the other's perspective, and as a result consensus was reached on most
issues.

It should be emphasized that the recommendations in this report are
SHPDA's recommendations—not the work groups'. When the work groups
were able to reach a consensus, the SHPDA adopted that position. But
when a consensus was not reached, the SHPDA is responsible for the recom-
mendations which are incorporated in this report. W attempted to make
a recommendation that balanced the different viewpoints represented in
the work groups. Individual woTk group members may disagree with some
individual recommendations; but all work group members support most of
the recommendations, and all support the idea that mental health and
chemical dependency benefits should not be allowed to sunset.



IMPACT OF CHAPTER 601

When Chapter 601 was enacted, it was expected to have these principal
results:

1.  The development of a continuum of care for the treatment of mental
health and chemical dependency services. By mandating insurance
coverage for all settings, rather than just the more expensive
inpatient setting, it was anticipated that patients would have
more access to less restrictive settings; that more residential,
day treatment and outpatient programs would be created; and that
some inpatient programs might close.

2. Shifting of patients (where appropriate) from inpatient to outpatient
or residential levels. In addition to the development of a full
spectrum of services, it was expected that Chapter 601 would cause
a shift in the service system, so that proportionately less services
were provided at the inpatient level and more services were provided
in less expensive residential and outpatient settings.

3. As a result of thisshift in the service system, it was anticipated
that an overall reductionin the costs of mental health and chemical
dependency treatment would be achieved, enabling more people to
obtain services. During the 1983 legislative session, the SHPDA
estimated that this statute would save $371,520 per biennium in
state employee health care costs alone.

In our 1985 report, we stated that it appeared that these results were
being achieved, but that the statute had been in effect for too short a
time to enable any firm conclusions. The statute has now been in effect
for 2 1/2 years, and our data now largely confirm the conclusion of our
earlier report. The statute has had its intended effects of enabling
more people to receive care and of increasing the availability of alter-
natives to inpatient care. The costs to insurers of inpatient care

have gone down, althoughcosts of mental health outpatient services

have increased somewhat, as a result of many more people receiving treat-
ment. The data to support these findings are outlined below.

Impact on the service system

Since Chapter 601 took effect, a number of new outpatient and residential
programs have opened. Nine new outpatient mental health programs (includ-
ing two hospital-based programs) have opened or have received approval
from the Mental Health Division. One new hospital-based mental health
day treatment program has opened. Thirty-five new outpatient chemical
dependency programs have been approved by the Office of Alcohol and

Drug Abuse Programs (including eight hospital-based programs). Ten
residential chemical dependency programs (including five in hospitals)
have opened. It should be noted that not all of these programs represent
new providers; some are already existing programs which simply received
approval for a new type of service, or received approval in order to
qualify for insurance reimbursement. When a provider received approval
for more than one type of service, they have been counted twice in the
statistics above.



Utilization of inpatient mental health and chemical dependency programs
hcs not changed greatly since Chapter 601 took effect. Table 2 indicates
that use rates (patient days per 1,000 population) for psychiatric in-
patient units has declined slightly since the statute took effect, but
that inpatient chemical dependency unit use rates have continued to
increase. It appears that inpatient chemical dependency use has not
increased as quickly since Chapter 601 p-issed as it did in previous
years, however.

Use rates for inpatient chemical dependency units increased by 32 percent
from 1980-81 to 1982-83 (when the new statute was passed). Use rates

for inpatient mental health units increased by four percent during this
time period. In the tn0 years following enactment of the new statutory
provisions, however, the inpatient chemical dependency use rate increased
by only 12 percent; and the inpatient mental health use rate declined

by seven percent. Please note that these statistics represent only the
use of dedicated inpatient mental health and chemical dependency units.
Some peoplo will have received inpatient treatment for mental health

and chemical dependency problems outside of established specialty pro-
grams.

This agency has data only on the utilization of inpatient and hospital-
based services. We have no statistics on the use uf outpatient and
residential programs. However, it is reasonable to assume that the
substantial growth that has occurred in the number of approved programs
has also meant growth in the number of people receiving treatment.

Data from the Bankers Life Company support this assumption. In the
year and a half before Chapter 601 took effect, 7.7 percent of Bankers
Lite's total claims were for mental health treatment and 1.6 percent
were for chemical dependency. In the year and a half after Chapter 601
took effect, these figures rose to 9.0 percent and 1.9 percent, respec-
tively. Claims for outpatient treatment increased substantially more
than claims for inpatient treatment. On a proportionate basis, claims
for outpatient mental health treatment increased by 23 percent and claims
for outpatient chemical depe. ency treatment increased by 100 percent.

Obviously, utilization patterns for mental health and chemical dependency
services are influenced by more than just the insurance reimbursement
mandates. Some hospitals have been anxious to get into such services
because they see an unmet need; because such services are not yet subject
to DRG-based payment by Medicare; and because "unbundling™ and diversi-
fying services is a currently popular marketing strategy. Some of the
new outpatient and residential programs were started because of county
RFP's or for other reasons. Some of these new programs are targeted at
the indigent and not at those with insurance coverage. Nevertheless,
this agency believes that the growth in outpatient and residential pro-
grams is motivated, at least in part, by the increased availability of
insurance reimbursement for these services.

The available data therefore indicate that Chapter 601 achieved its
intended effects in terms of increasing the availability of less expensive
alternatives to inpatient care; and of bringing more people into treat-
ment .



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. 89,880 (1.7) 91,426 0.8 90,723 2.4 88,601
Patient days/1,000 pop. 32.2 @.7) 33.8 (2-6) 4.7 1.5 4.2 2.7 33.3

Chemical dependency units:

Beds 352 13.2 311 5.8 294 374 214 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 2.3 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.



Impact on costs

As noted in the "Introduction™ section of this report. Chapter 601 estab-
lished two "cost containment methods” which could be used by any insurer.
These were first, establishment of a lower percentage copayment for
residential ai outpatient services than for inpatient services; and
second, review of claims for payment to determine whether the level of
care and length of treatment were appropriate. Based on the agency's
survey of insurers two years ago and SHPDA's contacts with insurers

over recent months as part of our work groups on this issue, it appears
that few (if any) insurers have set copayments lower for residential or
outpatient care than for inpatient treatment. However, most of the major
health insurers in the state are now conducting utilization review on
mental health and chemical dependency claims, a3 allowed by Chapter 601.

Insurers have achieved substantial savings as a result of this utilization
review. Blue Cross/Blue Shield of Oregon (BCBSO) has carefully tracked
its costs under Chapter 601. In calendar year 1985, BCBSO reduced pay-
ments for 26 percent of the claims it received for mental health and
chemical dependency treatment, because utilization review indicated

that the level of care received was inappropriate. In nearly all of
these cases, payment was reduced from the inpatient level to the resi-
dential level. BCBSO reports that it saved $246,430 as a result of

these level of care reductions, or about $ .48 per group policy member

($ .04 per member per month).

BCBSO is the only insurance carrier which has provided data which can

be used to compare insurance company costs per member per month for
mental health and chemical dependency treatment before and after Chapter
601 took effect. In this agency's survey of insurers two years ago,
BCBSO reported that before Chapter 601, it paid an average of $1.34 per
member per month for mental health and chemical dependency treatment.

Of this total, $1.18, or 88 percent, was for inpatient treatment. Mental
health treatment accounted for $ .89 per member per month and chemical
dependency treatment accounted for the remaining $ .45.

BCBSO now reports that from July 1984 through June 1985 (the first year
of implementation of Chapter 601), its total costs for mental health
and chemical dependency payments for group policies was $1.85 per member
per month. This is a 38 percent increase over the amount reported prior
to Chapter 601 taking effect. This compares to a 3.8 percent increase
in overall medical care costs during this time period. Only $ .94 out
o the $1.85 total (51 percent) was for inpatient treatment. This rep-
resents a 20 percent decline in the cost of inpatient treatment per
member per month to BCBSO, since Chapter 601 took effect. Payment for
outpatient and residential treatment, which was only $ .16 per member
per month before Chapter 601 took effect, has risen to $ .91 per member
per month.

Mental health treatment accounted for $1.37 per member per month; while
chemical dependency treatment accounted for the remaining $ .48 per
member per month. The chemical dependency figure is only a slight in-
crease over the $ .45 per member per month reported prior to Chapter
601 taking effect.
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Thus, BCBSO's costs for mental health and chemical dependency benefits
increased by $ .51 per member per month in the year aftor Chapter 601
took effect. Because the average monthly payment to BCBSO group policy
members was about $42 in 1984-85, this time, this amounts to about a
one percent increase in total CO3ts. BCBSO appears to be purchasing
substantially more services for its money, however, because its costs
of inpatient treatment have gone down. A slight increase in overall
costs appears to have allowed many more people to receive treatment in
outpatient and residential settings which are substantially less expensive
than the inpatient care which had previously been covered. BCBSO says
that it has not had to raise its premiums as a result of Chapter 601.

To summarize, the "cost saving" effects of Chapter 601 appear to be
mixed. Overall, BCBSO costs for mental health and chemical dependency
services increased by $ .51 per member per month after Chapter 601 took
effect. Nearly all of this increase appears to be attributable to mental
health outpatient coverage. Costs of inpatient treatment for BCBSO

have decreased under Chapter 601, and costs of chemicaldependency treat-
ment have remained about the same.

Although comprehensive data from before and after Chapter 601 took effect
are not available from any other insurer, we have no reason to believe

that the BCBSO data are atypical, and according to the Insurance Division,
BCBSO accounts for 37 percent of all health insurance premiums statewide.

Summary

It is the SHPDA’s conclusion that in general. Chapter 601 did what is
was supposed to do: get more people into treatment ir. a more cost effect-
ive manner. Costs to insurers appear to have increased, but not dra-
matically. The increase appears to be largely attributable to increased
payments for outpatient mental health services. The costs of other

types of services has remained stable or declined. The number of people
receiving insurance reimbursement for mental health and chemical depend-
ency services appears to have increased; and a shift in the service
system has occurred so that more outpatient and residential services

have become available. The rate of growth in the use of inpatient serv-
ices has declined.
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ISSUES AND PROBLEMS RELATED TO IMPLEMENTATION

Although Chapter 601 is generally accomplishing what it was intended to
do, there have been problems and controversy associated with certain
aspects of its implementation. In some cases, fine tuning of the statute
appears to be necessary to correct problems.

Areas of concern that have been discussed in meetings of SHPDA's work
groups include:

Sunset of the legislation

Section 10 of Chapter 601 suusetted the legislation as of July 1, 1987.
It is our understanding that this was done because the legislature wanted
to evaluate how the legislation had worked and what impact it had. As
noted earlier, it is our conclusion that the legislation has had its
intended effects of making mental health and chemical dependency services
more accessible, while at the same time containing costs. Those attending
our work groups meetings, including insurance company representatives,
providers of care, other state agencies, and representatives of the
business community, unanimously agree that this legislation should be
continued. It is therefore SHPDA's recommendation that this sunset

date be removed.

Coverage of children and adolescents

When Chapter 601 was enacted in 1983, the required minimum benefit levels
for mental health and chemical dependency were set at what was considered
to be the minimum necessary level for adult care. The people involved

in drafting the bill did not consider the needs of children and adoles-
cents. Members of the SHPDA study groups agree that children and adoles-
cents have significantly different needs from adults. They need longer
lengths of stay, and higher ratios of staff to patients.

A search of the scientific literature revealed few studies on appropriate
program design for child and adolescent treatment. Studies that were
available, however, seemed to indicate that effective programs could
have as low as 28 to 35 day lengths of stay for both mental health and
chemical dependency. Some studies reported far longer lengths of stay,
but none reported shorter stays.

In Oregon, however, lengths of stay for all types of hospital care are
lower than the national average. Our overall average length of stay

for all inpatient psychiatric services was only 10 days in 1985, compared
to the 59 day national average reported by the National Association of
Private Psychiatric Hospitals for 1984.

According to the Oregon Psychiatric Association, the average length of
stay currently in Oregon for children and adolescents is 22 days for
inpatient psychiatric care, compared to 10 days for adults (based on a
survey of six hospitals in January and April, 1986). BCBSO reports

that claims it received for inpatient mental health care from July 1984
through June 1985 had average lengths of stay of 13 days for adolescents,
compared to only eight days for adults. Aetna reported 21 days for



adolescents, versus nine for adults, based on its 1985 inpatient mental
health claims. Thus, lengths of stay for children and adolescents appear
to be over twice as long as for adults for inpatient mental health serv-
ices .

Charges reported by insurance companies for inpatient mental health
services are also substantially higher for children and adolescents

than for adults. BCBSO reports an average charge for inpatient and
residential or day mental health treatment of $4,800 for adolescents
from July 1984 through June 1985, 53 percent higher than the $2,949
reported for adults. Bankers Life reported an average charge of $18,672
for inpatient mental health treatment of adolescents in 1985 (including
physician fees), compared to $7,379 for adults (or a 153 percent differ-
ence) . Aetna reported inpatient mental health treatment charges of
$10,775 for adolescents, compared to $3,952 for adults in 1985, a dif-
ference of 172 percent.

For inpatient chemical dependency treatment, a difference also exists
between adolescents and adults, although it is not as great as for mental
health care.

On SHPDA's "Annual Reports for Oregon Hospitals and Special Inpatient
Care Facilities™ for October 1984 through September 1985, three facilities
reporting inpatient chemical dependency services for children and adoles-
cents had an average length of stay of 27 days for such services. This
was 50 percent higher than the 18-day overall average for all inpatient
chemical dependency units in the state. Insurance companies reported
similar length of stay differences for inpatient chemical dependency
based on their claims data. BCBSO reported average stays of 17 days

for adolescents versus 13 days for adults from July 1984 through June
1985. Aetna reported 26-day average stays for adolescents and 15 days
for adults in 1985.

CareUnit Hospital of Portland, which does over one-fourth of all inpatient
chemical dependency treatment in the state, has reported that in May
1986, its adolescent program had over two clinical and nursing staff

for each patient, compared to a one-to-one staffing ratio in its adult
program.

CareUnit reported costs per stay of $5,314 for its adolescent inpatient
program in May, 1986; 50 percent higher than the $3,543 reported for
adults. BCBSO reported average inpatient and residential program claims
from hospitals of $3,213 for adolescents and $2,537 from adults from

July 1984 through June 1985, a 27 percent difference. Bankers Life
reported average charges in 1985 of $5,689 for adolescents versus $4,759
for adults for inpatient chemical dependency services. Adolescent charges
were 20 percent higher than adult charges. Aetna reported average in-
patient chemical dependency charges of $6,318 for adolescents and $3,460
for adults in 1985—an 83 percent difference.

Because there are no specific minimum coverage levels for children and
adolescents in state statute, and no insurers (to our knowledge) provide
higher benefits for children and adolescents than for adults, it may be
that the cost and length of stay differences cited above are artificially
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