
















































































































































































































































































































































Appendix

 
Memo Dated April 13, 2010 

from Representative Sandy Pasch 
to Legislative Colleagues





DATE: April 13, 2010 
 
TO:  Legislative Colleagues  
 
FROM:  Rep. Sandy Pasch 
 
RE: Office of the Commissioner of Insurance Social and Financial Report on 

Assembly Bill 512 
─────────────────────────────────────────────────────────── 

 
OCI Projecting Minimal Increase, and Only a Portion of Estimated Costs 
Will be New or Due to State Legislation 
 

 Parity will cost about $1.96 per privately insured person, per month.  This represents 0.5% (one 
half of one percent) of current premium costs to cover the 1.7 million people who have 
private group commercial insurance—or an estimated $40 million out of the total of $8 billion 
in health insurance premiums collected by Wisconsin insurers annually. 

 However, only a portion of this cost will be new since plans already must provide at 
least $7000 in coverage per insured per year in accordance with current Wisconsin law.  
And, insurers are already incurring a large portion of this cost as a result of federal 
Wellstone-Domenici parity requirements that went into effect this past year—in 
essence, eliminating the $7000 coverage limitations.  

 This estimate is based on numerous studies, including the Congressional Budget Office study of 
the proposed cost of the federal legislation, a brief by Milliman of the federal parity legislation 
and the actual experience from implementation of parity in the Federal Employees Health 
Benefits Program. 

 This estimate is also consistent with the reported cost increases from Wisconsin health plans in 
response to the federal parity legislation.  OCI reports these examples of plan cost increases (per 
member/per month): $2.40; $2.33, $1.38, $0.91; $0.66 and $2.95. 

 

Mental Health/Substance Use Disorders are Prevalent and Can Impact a 
Business’ Bottom Line 
 

 According to the 2008 National Institute of Mental Health report, The Numbers Count: Mental 
Disorders in America, approximately 26.2% of Americans over 18—about one in four adults—
are living with a diagnosable mental disorder in any year.  Nationally, one in five children is 
affected by a mental illness. 

 Only 29% of Wisconsinites with MH/SUD disorders have commercial insurance. 
•   Of the 1.4 million adults and children in Wisconsin who have some form of mental 

illness, only 406,000 (29%) have commercial insurance.  OCI calculated these numbers 
based upon the 2008 National Institute of Mental Health report, The Numbers Count: 
Mental Disorders in America. 



























































































Fiscal Estimate Narratives
DPI 10/23/2009

LRB Number 09-340612	 lintroduction Number AB-0512	 Estimate Type Original

Description
Hhealth insurance coverage of nervous and mental disorders, alcoholism, and other drug abuse problems

Assumptions Used in Arriving at Fiscal Estimate

This bill makes changes to health insurance coverage of nervous and mental disorders, alcoholism, and
other drug abuse problems. Self-insured plans of school districts would be affected by several of the bill's
provisions.

State Fiscal Effect: None.

Local Fiscal Effect: The department estimates that approximately 10% of the state's 426 school districts are
self-insured for health care. These districts could incur costs as a result of the coverage changes proposed
under the bill, but the department does not have the information to estimate the fiscal effect on those local
self-insured plans. Therefore the local fiscal effect is indeterminate.

Long-Range Fiscal Implications
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LRB Number	 09-3406/2 lIntroduction Number	 AB-0512
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Fiscal Estimate Narratives
ETF 10/27/2009

LRB Number 09-340612	 lintroduction Number AB-0512 JEstimate Type Original
Description
Hhealth insurance coverage of nervous and mental disorders, alcoholism, and other drug abuse problems

Assumptions Used in Arriving at Fiscal Estimate

This bill removes the minimum statutory requirements for in-patient, out-patient and transitional care and
establishes requirements for annual mental health screenings and makes coverage under the group
insurance board's health insurance program subject to 5.632.89, stats. This bill will have fiscal impact to the
extent that it results in increased costs for state and local health insurance plans administered by the Group
Insurance Board

According to the Group Insurance Board' s consulting actuary, the cost of this bill associated with the state
group health insurance plan ranges from $1.6 to $2.4 million annually ($0.88 to $1.32 per member per
month (PMPM) x 12 months x 155,000 covered active members in the state plan). The cost associated with
the local employee health insurance plan ranges from $0.3 million to $0.4 million ($0.88 to $1.32 PMPM x
12 months x 28,000 covered active members in the local plan.

The estimate assumes:

1.Elimination of the Federal Mental Health parity "cost increase exception". Under the Federal Mental
Health Parity a group health plan is exempt from the mental health parity rules if the cost of coverage
increases by two percent in the first year and one percent in the following years. We have not yet measured
the impact of Federal parity, but the Department of Employee Trust Funds would lose its ability to qualify for
this potential exemption.

2.The bill will require coverage of at least one screening for prepartum depression and one for postpartum
depression. Females covered under the plan are allowed at least one screening during a pregnancy for pre-
partum depression and at least one screening within six months after a live birth, stillbirth, or miscarriage for
post-partum depression to determine the need for treatment. Although this screening is often provided in the
normal course of pregnancy treatment, we anticipate an increase in utilization of approximately 3 to 6
services per 1,000 individuals (0.3-0.6%) at a cost of $35 per screening. This equates to a cost of $0.01-
0.02 PMPM.

3.The bill will require coverage of at least one annual screening for treatment of mental health and
substance abuse problems. This item will have a larger impact on the ETF plan. Currently, approximately
20% of ETF members receive a physical exam in any given year. Based on Kaiser surveys, approximately
33% of the adult Wisconsin population report poor mental health. The ETF plan will likely see a significant
increase in utilization of behavioral health, substance abuse, and mental health screenings as this becomes
a required benefit and provider practice patterns change. We assume a utilization rate of approximately 80
to 120 services per 1,000 individuals (8-12%) at a cost of $130 per screening. This equates to a cost of $.87
to $1.30 PMPM.

Long-Range Fiscal Implications
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Fiscal Estimate Narratives
OCI 10/23/2009

LRB Number 09-3406/2	 lintroduction Number AB-0512	 Estimate Type Original
Description
Hhealth insurance coverage of nervous and mental disorders, alcoholism, and other drug abuse problems

Assumptions Used in Arriving at Fiscal Estimate

The Office of Commissioner of Insurance (OCI) ensures compliance with Wisconsin's laws and regulations,
and responds to complaints. Ensuring that insurers comply with the requirements of this bill will be fulfilled
as part of the standard activities of the office. Any additional cost will be absorbed by OCI.

In accordance with s. 601.423, Wis Stats., OCI will prepare the mandated study on the fiscal and social
impacts of new mandated insurance benefits.

The fiscal effect on local Governments is indeterminate. Mental Health and AODA coverage is currently
mandated under Wisconsin law, however OCI does not collect information that would indicate the self-
funded costs of mental health coverage currently experienced by local governments or what the anticipated
increase in those costs would be. The report required under s. 601.423, Wis. Stat. should provide
information related to the expected costs that would be useful in determining local government costs.

Long-Range Fiscal Implications
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