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Introduction

Evaluation of Proposed Mandated Health Insurance
Services

Insurance Atrticle, 8 15-1501, Annotated Code of Waard, requires that the Maryland
Health Care Commission (the Commission) annuabgssthe medical, social and
financial impacts of proposed mandated health arste services that fail passage during
the preceding legislative session or that are stibdhio the MHCC by a Legislator by
July T of each year. The assessment reports are due @etheral Assembly annually

by December 31

Mercer and its sibling company, Oliver Wyman Actab€onsulting, Inc., have been
contracted as the Commission’s consulting actuargt,have prepared the following
evaluation of the proposed changes to existing ei@sdr proposed newly mandated
benefits: expanded coverage of autism spectruaraks and modification to the
existing in vitro fertilization mandate.
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Coverage of Autism Spectrum Disorder

In 2008, a proposed autism mandate was analyzeg.pkovisions of that proposal were
as follows:

= Insurers, health plans and health maintenance @ajgons “... Shall provide
coverage for the diagnosis of autism spectrum dessrand the evidence-based,
medically necessary treatment for autism spectrisorders in individuals under the
age of 21 years.” Coverage is subject to an amrmaaimum of $50,000 for 2010.
The annual maximum increases each year by the dledare Component of the
Consumer Price Index for all urban consumers (CPI-U

= “Treatment of autism spectrum disorders” encommadsabilitative or rehabilitative
care” as well as pharmacy psychiatric, or psychokdgare prescribed by a physician
or psychologist.

=  “Habilitative or rehabilitative care” includes “alpgd behavior analysis” and other
services, including the development and maintenahea individual’s functioning —
the main goal being to restore it to the maximuneeixpossible.

Mercer provided an in-depth analysis of the med®atial and financial impact of this
proposed mandate. The mandate was not implemented.

In 2009, another autism mandate has been propdsiedessentially the same as the 2008
mandate, with the following key revisions:

= All age limitations have been eliminated.
= All annual benefit caps have been eliminated.

Because of the extensive analysis completed in,2d68-C asked Mercer to focus this
year’s analysis on the medical efficacy and finahichpact portions of the proposal.
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Medical Efficacy

MHCC proposed three options for consideration:

Option 1: Mandate without limits on annual amount or agé vath the usual “medical
necessity” determination regarding appropriate estdblished treatments.

Option 2: Mandate without limits on annual amount or agigh applied behavioral
analysis specified as a covered service as welthes services determined to be
medically necessary. Treatment frequency and sittemwould be subject to review for
appropriateness.

Option 3:Mandate with the following limits on annual amoantd age:

a. $50,000 annually up to age 21
b. $50,000 annually for ages 1 to 5; $20,000 anndalyages 6 to 12

For each option, Mercer was asked to address tlwsving questions:

= Can a straightforward mandate without contractteglisory limits on age or annual
amount be administrated using just medical negessteria?

= Are there any treatments that would be regardedesting the medical necessity
criterion for most cases of autism?

= Does imposing an annual limit have any real eftecthe benefit provided — either
reducing payments because of the contractual tmthe amount of the benefit or
possibly increasing payments because providersheamore likely to bill to the
annual limit?

These options and questions were submitted to #jernmsurance carriers in Maryland
as well to solicit their input.

Mercer Analysis

Mercer posed these options and questions to isrexm behavioral medicine, who have
provided the opinions below based on their expertid/e have also attached the report
that was completed in 2008. The 2008 report costaimore in-depth analysis of the
social impact and medical efficacy of services pes to autistic children.

Option 1: Mandate without limits on annual amount or age, b ut with the
usual “medical necessity” determination regarding a ppropriate and
established treatments.

This option mandates coverage for autism treatntientappears to permit employers’
health plans to determine which autism spectrurardes (ASD) treatments will be
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covered. Without a definition for “medical nec#ggsihealth plans would be free to
determine which services are experimental (i.e. titbatment’s effectiveness has not been
scientifically established) or “educational” rathlean “treatment-oriented” — and, as a
result, not covered. We would anticipate that égson would commonly result in
coverage that included psychological evaluation ffieatment planning rather than
educational purposes) and some genetic testingpational, physical and speech
therapies; and pharmacological intervention for gigms that interfere with daily
functioning, such as aggressive, self-injuriousepetitive behaviors.

We would also expect that applied behavior analysiBA) and parent training programs
would be covered infrequently, as health plans dad&em the interventions
investigational or educational in nature. If thisre the case, schools would remain
central in providing the structure needed for afeildwith ASDs to receive these services.
This might preclude younger children from havingess to ABA services at the age at
which they have been shown to make the most impact.

In our opinion, intensive behavioral interventioapresent a promising practice, as
reflected by the growing numbers of studies denratiag their effectiveness in
improving social skills and overall functioning feome children with ASDs. Although
ABA is one of these interventions, the literatuees Imot shown one particular intensive
behavioral intervention to be better than the ather

We do not believe that intensive behavioral intatiens, including ABA, constitute an
evidence-based practice fali children with an ASD regardless of condition séyer
symptoms or age of the child. Additional clarifica is needed from actual studies about
when ABA is indicated, as well as the optimal fregay, intensity and duration of
treatment by age group. Once this informatiorvalable, it may be more appropriate to
describe intensive behavioral interventions (inclgdout not limited to ABA) as
evidence-based treatments for specific ASD constiand symptoms. For example,
ABA may be found to be identified as an evidencsegpractice for children under 4
with a diagnosis of autism, with social interactaeficits, who are unable to attend
preschool.

We disagree however with the assertion that ABpuiely educational in nature. ABA
can be treatment-oriented or educationally oriendegending on the problems it targets.
ABA that focuses on helping a child learn new skiflay be an educational intervention,
but ABA that addresses social deficits or self4ilgus behavior could be treatment-
oriented.

Using medical necessity as a determinant couldyatiithe potential cost impact of
“unlimited” services or the absence of age limda$ in Option 1. Proposed treatments
would be evaluated in the context of the specifitgnt’'s needs and the likely
effectiveness of the treatment, which takes theepgs$ age into account. The anticipated
covered services described above (except the imtehehavioral therapies) are not
overly expensive or typically required to be pra@ddn an intensive basis, so the cost
impact should be small. The absence of limits@oesult in health plans’ requiring
precertification for some or all of these servieashich, in the case of the occupational,
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physical and speech therapies, could require peositb submit treatment plans to obtain
ongoing authorization for coverage.

Option 2: Mandate without limits on annual amount or age, w ith applied
behavioral analysis specified as a covered service as well as other services
determined to be medically necessary. Treatment fr  equency and intensity
would be subject to review for appropriateness.

Like Option 1, Option 2 appears to permit employkeslth plans to determine which
ASD treatments to cover, with the exception of ABAs stated above, many health plans
deem ABA to be experimental or educational in reamd would argue that ABA is

never medically necessary. As a result, they rmayit challenging to review the
frequency and intensity of ABA for appropriateness.

Alternatively, under this option, plans reviewimgatment for appropriate frequency and
intensity could review care against treatment dinde and ensure that care is delivered
based on a comprehensive assessment by experienegentialed providers. ABA
could be limited to the age groups for which it bagn found to be the most effective in
the literature. Health plans might require provéd® submit ABA treatment plans, and
might also review the following for continued seeriauthorizations:

» treatment-oriented goals

= afrequency of service that is consistent withdtreer services provided by schools
and other agencies (for example, children in scMamiday through Friday, 8:00 to
3:00, would likely not benefit from eight hoursABA on weekdays)

= ongoing demonstrated need

= ongoing measurable progress toward goals.

Appeals for ABA service denials may be difficultuphold, however, as the literature
does not clearly indicate for which symptoms, aatirequency, and for how long ABA
should be provided to be effective..

If ABA coverage is mandated, it is quite probalblattsome of the costs currently borne
by the schools in providing ABA services to childreith ASDs would shift to
employers. If ASDs are declared medical or newelbpmental in nature,
psychotherapy may no longer be a covered treatopitn, and management of the
benefit could be limited to medical plans and nahaged behavioral health
organizations (MBHOSs), which are currently mostemxgnced with many of the ASD
treatments, such as ABA.

Without annual cost limits, health plans will hamereased pressure to develop cost-
effective management strategies. Disease manag@m@mams may be developed to
focus on the management and coordination of AS&trtrents, with school services and
family needs. (To date, disease management pragi@nother conditions have had
limited effectiveness, partly due to problems watrticipation and program completion.)
Health plans would need to develop and credengialorks of providers qualified to
perform ABA services. ABA providers may be willibgynegotiate fees for a higher
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volume of referrals and less frequent concurreviere. Overall “outcomes” might
improve due to increased requirements for progradsdelivery of effective treatments to
obtain coverage.

Option 3: Mandate with limits on annual amount and age

a. $50,000 annually up to age 21
b. $50,000 annually for ages 1 to 5, $20,000 annual ly ages 6 to 12

As stated above, adding dollar and age limits taddpl would be unlikely to have
significant impact, as most plans would probablglede coverage for the more
expensive treatments, such as ABA, citing thenxasmmental or educational in nature.

Adding limits to Option 2, which includes ABA, calhave more impact. For example,
administrative limits are easier to enforce thamliced necessity determinations. If dollar
limits are in place, health plans are more likelydly on them and less likely to develop
some of the care management strategies descril§@ption 2. In addition, members may
view dollar limits as “entitlements” rather thanpgp limits and seek care up to that limit.
Providers may adjust their fees to obtain the ahdoiéar amount. On the positive side,
annual dollar limits limit the employers’ financiask and assist with budget planning.

Because there may be providers who would usedfislation solely to build revenue,
health plans might benefit from the inclusion afl&to ensure treatment quality and
avoid unnecessary costs. For example, the mandate

= require a formal diagnostic assessment before ABiAifiated

= ensure treatment plans are developed and monibyrédensed and qualified mental
health professionals

= recommend certification and certain credentialitagndards for technicians providing
services

= permit plans to cover the services on an in-netvibadis only

= allow precertification of services

= direct plans to review treatment for ongoing immment, appropriate treatment
goals and reasonable frequency or service.

The Mental Health Parity and Addiction Equity AMKIP Act) regulations may preempt
the proposed limits described in this option orréguirements described in the
paragraph above, even if this legislation decl&®Bs to be medical or
neurodevelopmental. The MHP Act permits employemdetermine which mental health
conditions they will cover, but if a condition isvered, then the Act could be read to
apply to all associated treatments. The Act atsgsdhot address whether a health plan
can exclude certain services or can set limitseonices delivered by medical or ancillary
providers with respect to mental health conditioASDs are listed in the Diagnostic and
Statistical Manual of Mental Disorders, as are datmeand other neurological disorders,
even though the most common treatments for thessgdbrs are not delivered by mental
health professionals. If the regulations rely lom ¢lassification of the diagnosis to
determine whether a condition is subject to the fan the dollar limits in Option 3 may
not be allowed. In addition, plans that offer otdretwork coverage for medical
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conditions could be required to offer out-of-netlwooverage for ASD treatments such as
ABA.

Carrier Survey

The major health insurance carriers in Marylandenssked to respond to three questions
regarding the proposed mandate. Five carrieroresga to the survey. Their responses
are summarized below.

Question 1: Is a straightforward mandate without contractual/ statutory
limits on age or annual amount administrable using just medical necessity
criteria?

The responses to this question can be summarizednn categories. One group of
insurers viewed a mandate administered using mieggcassity as no change from the
current environment, as insurers already covesdéneices that they believe are medically
necessary (for example, speech therapy). Theydwmritinue to view ABA as
educational or experimental and not medically nemgs Therefore, under this scenario,
ABA would continue not to be covered.

Other insurers interpreted this scenario to requoreerage of ABA, thus requiring
insurers to develop medical necessity criteria joliog for ABA services. The carriers
with this viewpoint indicated that it would be dffilt to administer the benefit in this
way. One insurer thought it could lead to disagrests with the educational systems
because “there is no proven medically necessaayntient.” Another insurer thought that
once ABA was started it would be “difficult to dat@ne the therapy no longer meets
medical necessity since the child may continueateelthe deficit.”

Question 2: Today, is there any treatment that you would rega  rd as
meeting the medical necessity criterion for most ca ses of autism?

The carriers indicated there are no treatmentsrbggrd as appropriate for all or most
cases of autism. Some noted that they already saveices that they consider medically
necessary for certain children, such as speechpficoccupational therapy and physical
therapy. None of the carriers that respondeddcthvey consider ABA to be medically
necessary.
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Question 3: Does imposing an annual limit have any real effect on the
benefits you would provide — either reducing paymen ts because of the
contractual limit on the amount of the benefit, or possibly increasing
payments because providers may be more likely to bi Il to the annual limit?

The carriers generally thought that imposing limntsuld result in lower costs than an
unlimited benefit. One carrier expected that cesisld reach the caps that were outlined
in the scenarios, but saw it not as “billing to tineit” but rather that “the programs are
just that costly.” Another insurer thought thatlvaut a benefit limit it would be difficult

to stop ABA therapy once started, and thereforergefit limit is needed to control costs.

The carriers were also asked to comment on the thpgons that are under
consideration:

Option 1: Mandate without limits on annual amount or age, b ut with the
usual “medical necessity” determination regarding a ppropriate and
established treatments.

Under this option, ABA can be considered not mdbjiceecessary. Therefore, it is no
different than current policy and the carriers ¢dered it to have no impact.

Option 2: Mandate without limits on annual amount or age, w ith applied
behavioral analysis specified as a covered service as well as other services
determined to be medically necessary. Treatment fr  equency and intensity
would be subject to review for appropriateness.

Carriers generally thought it would be difficultapply frequency/intensity utilization
review, given that they do not see the treatmentsedically necessary or evidence
based. One carrier thought it would be importarddordinate the benefits with the
habilitative services benefits, and to require piexs to be licensed providers and board-
certified behavioral analysts. Another carrienjided a cost estimate of $3.86 PMPM
for this option.

Option 3: Mandate with limits on annual amount and age

a. $50,000 annually up to age 21
b. $50,000 annually for ages 1 to 5, $20,000 annually ages 6 to 12

Carriers’ comments on this option were similaritose on Option 2. One carrier believes
limits are administratively difficult if applied toultiple services (for example, ABA
services and medical services such as speech yheasmg that limits that vary by age
would be particularly difficult to administer. Tihearrier also indicated that an
inflationary adjuster should not be included; hoamewo reason was provided. While the
carriers generally supported placing limits on cage, one carrier noted that limits could
conflict with the federal Mental Health Parity AdDnly one carrier provided cost
estimates: $3.21 PMPM for Option 3a and $1.07 PM&\Dption 3b. Another carrier
provided a cost estimate for a proposed manda&®@emmsylvania that would provide up to

9
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$36,000 of annual coverage. The estimate was 82fmember per year, and was
based on an autism prevalence rate of 1 in 18Qusfidg the maximum benefit to
$50,000 and applying the CDC’s most recent prexaeate of 1 in 100, we estimate this
carrier would have produced an estimate of aboOtg&s member per year or $5 PMPM
for Option 3a.

Financial Analysis

The independent analysis that was conducted in B@d&ed a detailed financial
analysis of the proposed mandate. In analyzinghiez options, we started with the
financial modeling (and the assumptions underlyir@gmodeling) from the 2008 report.
However, two important modifications have been made

First, the Centers for Disease Control and Pregar{(ttDC) recently updated its estimate
of the prevalence rate of autiSniThe CDC now estimates a prevalence rate of 1%, or
in 100 children. This represents an increase flwgrptior estimate of 1 in 150. Where
we previously relied on the CDC'’s prevalence rdté im 150, we have reflected this new
rate of 1 in 100 in the assumptions used to mdaettiree options.

Second, the 2008 report estimated costs as of 2@ich is the most recent year for
which premium data was available at the time tippmewas completed. Currently, the
most recent premium data available is from 200& have therefore trended the cost
estimates forward one additional year to 2008.

Below, we discuss the financial analysis of the¢hoptions. We focus our discussion on
areas that differ from the 2008 analysis. The 2@@®rt is attached as a reference for
those aspects of the analysis that are unchangeth the 2008 report, we have not
differentiated between full costs and marginal sastoptions 2 and 3, as some autism
services are covered under the habilitative sesuicandate. We do not have data to
guantify these costs, and we expect the cost sethdditional services to be relatively
low compared with the costs of ABA services.

Option 1: Mandate without limits on annual amount or age, b ut with the
usual “medical necessity” determination regarding a ppropriate and
established treatments.

This option represents no change from the curmevitenment. Carriers would make
their own medical necessity determinations, andwyeld expect carriers to continue
considering ABA as educational or experimentalature in the absence of new reliable
studies to the contrary. Therefore, the margioat eould be zero. The full cost would
equal the relatively low costs that are alreadydeovered for services that carriers
believe are medically necessary, such as speecbthadforms of therapy, or for
services that are required under the habilitatergises mandate.

! Centers for Disease Control and Prevention, hitpa.cdc.gov/ncbddd/autism/data.html (accessed i@ta9,
2009).

10
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Option 2: Mandate without limits on annual amount or age, w ith applied
behavioral analysis specified as a covered service as well as other services
determined to be medically necessary. Treatment fr  equency and intensity
would be subject to review for appropriateness.

Option 2 is similar to the proposed mandate that arealyzed in 2008, except that it
removes the $50,000 annual limit on costs and gledimit of 21. Our methodology for
modeling the annual cost is similar to the 2008hoéblogy, which relied on trending
costs from the GANZ study.However, at age three to five, the costs inyast’s study
were being reduced due to the $50,000 annual iintite prior proposed mandate.

In modeling Option 2, we used 95% of the trendestas our cost estimate at age three
to five for the mid estimate. We used less thadPd ©@f the cost because it is believed
that one reason for the increased prevalence dstisigreater recognition of less severe
cases of autism. We would expect that these ®sgs cases would have lower-than-
average costs at ages three to five, which are wieemost intensive treatments are
provided; therefore, we have reduced the cost astislightly at those ages. For the low
and high estimates, we varied the expected cosi®¥%yfrom the mid estimate at these
ages. In addition, we added in the costs for tlagsel 21 and older using the same
methodology as other age groups. The results oimaiysis are in the tables below.

2 Michael L. Ganz, MS, PhD, “The Lifetime Distribati of the Incremental Societal Costs of Autism,”
www.archpediatrics.corfaccessed November 13, 2008). Before joining Addogiates, Dr. Ganz was Assistant
Professor at the Harvard School of Public Health.

11
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Table 1: Development of Option 2 Premium Increase

Low Estimate

ASD Treated Cost per
Age Band %  Prevalence for Treated Mandate Cost
Age Band  of Population Age Band Person per Insured MM
Oto 2 4.6% 0.09% $16,875 $0.71
3to5 4.5% 0.27% $40,500 $4.95
6to 11 8.5% 0.65% $21,972 $12.04
12 to 17 10.3% 0.41% $7,301 $3.07
18 to 20 4.6% 0.41% $2,756 $0.51
21 to 64 67.6% 0.41% $1,820 $5.02
100.0% $26.29
Admin Estimate $2.13
Admin % of Premium 7.50%
Premium Increase Per Member $28.42
MD 2008 Small Group Premium per Member $3,723
Premium Increase % of Premium 0.76%

Mid Estimate
ASD Treated Cost per
Age Band %  Prevalence for Treated
Age Band  of Population Age Band Person
Oto2 4.6% 0.14% $22,500
3to5 4.5% 0.41% $45,000
6to 11 8.5% 1.00% $29,296
12 to 17 10.3% 0.80% $9,734
18 to 20 4.6% 0.80% $3,674
21 to 64 67.6% 0.80% $1,820

100.0%
Admin Estimate
Admin % of Premium
Premium Increase Per Member
MD 2008 Small Group Premium per Member
Premium Increase % of Premium

Mandate Cost
per Insured MM
$1.41
$8.24
$24.84
$8.02
$1.34
$9.83

$53.69
$5.97
10.00%
$59.65
$3,723
1.60%

High Estimate

ASD Treated Cost per

Age Band %  Prevalence for Treated

Age Band  of Population Age Band Person

Oto2 4.6% 0.27% $24,750

3to5 4.5% 0.54% $49,500

6to 11 8.5% 1.00% $33,307

12 to 17 10.3% 1.00% $12,965

18 to 20 4.6% 1.00% $3,674

21 to 64 67.6% 1.00% $1,832
100.0%

Admin Estimate

Admin % of Premium

Premium Increase Per Member

MD 2008 Small Group Premium per Member
Premium Increase % of Premium

Mandate Cost
per Insured MM
$3.10
$12.09
$28.24
$13.36
$1.68
$12.38

$70.84
$10.12
12.50%
$80.96
$3,723

217%

12
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Table 2: Summary of Cost Estimates for Option 2

Cost

Estimated cost of mandated benefits as a

) 0.76% to 2.17%
percentage of average cost per group policy

Estimated cost as a percentage of average wage 0.1% to 0.29%

Estimated annual per employee cost of mandated

benefits for group policies $51 to $145

Only one carrier provided a cost estimate for Qpf#af about $46 per member per year,
versus our per member per year range of costs®{@®$371. We are assuming that the
carrier’s cost estimate does not include admirtisgaxpenses.

Option 3: Mandate with limits on annual amount and age

a. $50,000 annually up to age 21
b. $50,000 annually for ages 1 to 5, $20,000 annually ages 6 to 12

Option 3a

Option 3a is identical to the coverage that wasetextlin the 2008 report. Therefore, the
modeling is also identical, with the exceptiontod updated prevalence rate and the
trending to 2008 that was discussed previouslye fElsults of the updated modeling are
shown in the following tables.

13
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Table 3. Development of Option 3a Premium Increase
Low Estimate

ASD Treated

Age Band %  Prevalence for Cost per Mandate Cost
Age Band  of Population Age Band Treated Child per Insured MM
Oto 2 4.6% 0.09% $15,750 $0.66
3to5 4.5% 0.27% $31,500 $3.85
6to 11 8.5% 0.65% $20,642 $11.31
12to 17 10.3% 0.41% $7,096 $2.98
18 to 20 4.6% 0.41% $2,756 $0.51
32.4% $19.31
Admin Estimate $1.57
Admin % of Premium 7.50%
Premium Increase Per Member $20.88
MD 2008 Small Group Premium per Member $3,723
Premium Increase % of Premium 0.56%

Mid Estimate
ASD Treated

Age Band %  Prevalence for Cost per Mandate Cost
Age Band  of Population Age Band Treated Child per Insured MM
Oto2 4.6% 0.14% $21,000 $1.32
3to5 4.5% 0.41% $42,000 $7.69
6to 11 8.5% 1.00% $27,523 $23.33
12 to 17 10.3% 0.80% $9,462 $7.80
18 to 20 4.6% 0.80% $3,674 $1.34
32.4% $41.48
Admin Estimate $4.61
Admin % of Premium 10.00%
Premium Increase Per Member $46.09
MD 2008 Small Group Premium per Member $3,723
Premium Increase % of Premium 1.24%

High Estimate
ASD Treated

Age Band %  Prevalence for Cost per Mandate Cost
Age Band  of Population Age Band Treated Child per Insured MM
Oto 2 4.6% 0.27% $23,625 $2.96
3to5 4.5% 0.54% $47,250 $11.54
6to 11 8.5% 1.00% $31,978 $27.11
12to 17 10.3% 1.00% $12,761 $13.15
18 to 20 4.6% 1.00% $3,674 $1.68
32.4% $56.44
Admin Estimate $8.06
Admin % of Premium 12.50%
Premium Increase Per Member $64.50
MD 2008 Small Group Premium per Member $3,723
Premium Increase % of Premium 1.73%

14
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Table 4. Summary of Cost Estimates for Option 3a

Cost

Estimated cost of mandated benefits as a

) 0.56% to 1.73%
percentage of average cost per group policy

Estimated cost as a percentage of average wage 0.08% to 0.23%

Estimated annual per employee cost of mandated

benefits for group policies $37 to $116

One carrier provided a cost estimate for Optionf3about $39 per member per year. A
second carrier provided an estimate of $60 whenstelj to reflect Maryland benefits.
We are assuming that neither of these estimatésded administrative expenses. This
compares to our estimates of about $19 to $56.

Option 3b

Option 3b reduces coverage for those aged 6 to $2@,000 and eliminates additional
mandated coverage for those aged 13 and oldetiyeeta option 3a.

At ages 0 through 5, the estimated costs are ichrit option 3a. While option 3b does
not require any coverage for those aged 0, wesm@naing that there are negligible costs
at that age since a diagnosis is not likely to laglenin the first year of life. At ages 6 to
12, the modeling of the costs is similar to optBanexcept that the annual costs are
limited to $20,000 at ages at which the option @stswere estimated to exceed $20,000.
At ages 13 to 20, we have assumed that the anost will be similar to those for adults
ages 23 to 27. We're not estimating the costsetedro because the carriers’ medical
necessity criteria and the habilitative servicesdate are expected to lead to positive
claim costs at these ages. We used ages 23 toe&limate the non-ABA cost level that
may be expected to be incurred. The tables belmangrize the results of our analysis
of option 3b.

15
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Table 5. Development of Option 3b Premium Increase
Low Estimate

ASD Treated

Age Band %  Prevalence for Cost per Mandate Cost
Age Band  of Population Age Band Treated Child per Insured MM
Oto 2 4.6% 0.09% $15,750 $0.66
3to5 4.5% 0.27% $31,500 $3.85
6to 11 8.5% 0.65% $14,935 $8.18
12to 17 10.3% 0.41% $3,288 $1.38
18 to 20 4.6% 0.41% $2,756 $0.51
32.4% $14.58
Admin Estimate $1.18
Admin % of Premium 7.50%
Premium Increase Per Member $15.77
MD 2008 Small Group Premium per Member $3,723
Premium Increase % of Premium 0.42%

Mid Estimate
ASD Treated

Age Band %  Prevalence for Cost per Mandate Cost
Age Band  of Population Age Band Treated Child per Insured MM
Oto2 4.6% 0.14% $21,000 $1.32
3to5 4.5% 0.41% $42,000 $7.69
6to 11 8.5% 1.00% $19,913 $16.88
12 to 17 10.3% 0.80% $4,385 $3.61
18 to 20 4.6% 0.80% $3,674 $1.34
32.4% $30.85
Admin Estimate $3.43
Admin % of Premium 10.00%
Premium Increase Per Member $34.28
MD 2008 Small Group Premium per Member $3,723
Premium Increase % of Premium 0.92%

High Estimate
ASD Treated

Age Band %  Prevalence for Cost per Mandate Cost
Age Band  of Population Age Band Treated Child per Insured MM
Oto 2 4.6% 0.27% $23,625 $2.96
3to5 4.5% 0.54% $47,250 $11.54
6to 11 8.5% 1.00% $20,000 $16.96
12to 17 10.3% 1.00% $5,844 $6.02
18 to 20 4.6% 1.00% $3,674 $1.68
32.4% $39.16
Admin Estimate $5.59
Admin % of Premium 12.50%
Premium Increase Per Member $44.75
MD 2008 Small Group Premium per Member $3,723
Premium Increase % of Premium 1.20%
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Table 6: Summary of Cost Estimates for Option 3b

Cost

Estimated cost of mandated benefits as a

) 0.42% to 1.2%
percentage of average cost per group policy

Estimated cost as a percentage of average wage 0.06% to 0.16%

Estimated annual per employee cost of mandated

benefits for group policies $28 to $80

Only one carrier provided a cost estimate for Qp8b of about $13 per member per year
versus our per member per year range of costs®f$$39. We are assuming that the
carrier’s cost estimate does not include admirtisgaexpenses.
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2

Coverage of In Vitro Fertilization

Insurance Article 15-810, Sections (b) and (chef mandate state that benefits must be
provided for outpatient expenses arising from tnoviertilization (IVF) procedures if the
patient and/or the patient’s spouse have a histbiyfertility of at least two years’
duration, or if the infertility is associated wighdometriosis, exposure to
diethylstilbestrol (DES), blockage or removal dfdpian tubes, or abnormal male
factors.

The proposed change to the mandate addressesrSEst&i10(c)(3)(i) and specifies that
the history of infertility will be reduced from last two years’ duration to at least one
year’s duration. Since Section 15-810 alreadyiregunsurers to cover IVF for
beneficiaries who meet the current mandate’s requents, the additional cost of the
proposed change would result from the cost of tneats for women who would now use
IVF under a one-year requirement but would not haw#er a two-year requirement, and
reimbursement to women who paid for IVF treatmentisof pocket after at least one
year of infertility, but did not meet the two-yaaquirement.

Since Mercer completed an in-depth analysis last géa proposed change to the
existing IVF mandate, MHCC determined that onlyaaalysis of the financial impact of
the currently proposed mandate would be neceslsdeyested parties may refer to last
year’s report to review our analysis of the medarad social impacts of this type of
legislation. The following is a discussion of theaincial impact of this proposed change
in the mandate.

Financial Impact

The additional cost of the proposed change woulfbbthose groups of women
identified earlier in this report who would useba reimbursed for additional IVF
treatments, including:
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(1) Additional treatments undertaken due to higherasiion that could be expected
with a shorter required minimum period of infettiliand

(2) Additional treatments that would be reimbursedwWomen whose coverage
required a two-year duration of infertility but wietected to self-pay for the
treatment.

It is challenging to determine exactly how manyitiddal cycles would be undertaken,
or would be reimbursed, when they previously wddsle been paid for out of pocket
because the insured did not qualify for coverag#euthe existing mandate. Specific
information does not appear to exist regarding#asons for, and the duration of
infertility for those who have received IVF, or fthre incremental additional women
eligible for covered IVF treatments based on thvesesl eligibility criteria who would
now use IVF.

Data from the Centers for Disease Control AdvariRedroductive Therapies (CDC

ART) studied indicated that 4,078 and 4,062 IVF cycles wereentadken at Maryland
facilities in 2005 and 2006, respectively. As thestrecent CDC data available did not
indicate significant utilization changes betweef2@nd 2006, we believe the 2006 CDC
ART data provides a reasonable estimate of the puwftcycles that could have been
undertaken in 2008 (the base year for this stugige it is the most recent year for which
Maryland CSHBP premium and enroliment data is awédl. We make the assumption
that the vast majority of these IVF treatments widag provided to insured individuals,
even though the treatments may or may not be cdusrénsurance.

We are also assuming that the cost per cycle ranges$15,000 to $20,000 — which is
consistent with the Department of Legislative SegsiHB 701: Fiscal and Policy Note
that was provided when we reviewed IVF costs in@e note that our cost impact
analysis is not nearly as sensitive to the perecgokt assumptions as it is to the
assumptions related to the number of treatmenestail by the proposed mandate and
the expected increase in IVF utilization.

To estimate how reducing the period of infertifitgm two years to one year would
impact IVF utilization (recognizing that demand foiF is driven largely by whether or
not IVF is covered by insurance), we reviewed zdilion experience in states that
mandate IVF coverage after one year of infertilidyiring the course of this review, we
determined that of the limited number of states$ thandate IVF treatment coverage after
one year of inability to conceive, Massachusettald/be the most reasonable state to
study though we certainly recognize that theredéferences in the demographics and
economies of the two states that could influende uilization.

In reviewing the Massachusetts CDC ART datad demographic informatiorit
appears that IVF utilization is approximately 408gher in Massachusetts than in
Maryland. This 40% increase is probably a reas@esilimate for an upper limit of the

3 See ART Studies.
4 http://lwww.cdc.gov/ART/ExcelFiles/Clinic_Tablesafa_2006.xls (accessed October 2009).
5 http://www.census.gov/hhes/wwwi/cpstc/cps_tableator.html (accessed October 2009 to develop ptipuleounts by age)
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potential increase in utilization, considering thalization will be affected by (1) the
required duration of infertility for coverage ar®) (vhether IVF is covered at all under a
policy — and that the Massachusetts mandate agpl@sinsurance markets, whereas
small group policyholders in Maryland may not h&/E insurance coverage. We note
that this 40% upper bound is an estimate of thetmne increase, and that future cost
increases will be driven by the unit costs of IV&tments, and any changes in utilization
patterns driven by factors other than mandatedregee In using the available
Massachusetts utilization data as a baseline, alao making an implicit assumption
that other factors that are known to affect uttima (such as income, geography and
provider availability) would not contribute sigraéintly to any utilization differences
between Maryland and Massachusetts, as the twassaat sufficiently similar with
regard to these factors. Based on the rationalemedtabove, in our modeling we
assumed that utilization would increase 10%, 20%40%6 in our respective low, mid
and high estimates.

We also developed estimates for the costs of ss\ltat would be reimbursed for
women whose coverage required a two-year durafianfertility but who elected to pay
for IVF treatment out of pocket after a period miertility between one and two years.
To determine the number of cycles that would fi$ @riteria, we first used our estimates
of the additional cycles that we expected to besttiatten due to the change in the
durational requirement, and applied a range obsdbr the estimated increased IVF
utilization based on Blew England Journal of Medicirstudy of the difference in
utilization when IVF is covered by insurance maedatersus when it is ndBased on
this study, we assumed that the existence of a atawdould increase utilization by
100% to 177%. We estimated that approximatelyol®086 of IVF cycles are for women
who pay out of pocket after a duration of infetyilof between one and two years. This
percentage could be expected to be fairly low dubé high cost of IVF treatment.

Our resulting estimate of the incremental coshefd¢overed benefits is approximately
0.08% — 0.33% of premium, as outlined in Table lbwe

6 Tarun Jain, M.D., Bernard L. Harlow, Ph.D., andriD. Hornstein, M.D., “Insurance Coverage anddOutes of in Vitro
Fertilization,” The New England Journal of Medicii@ctober 29, 2002.
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Table 1: Estimated Cost of Mandated IVF Benefits

Low Mid High

Total Number of Cycles in Maryland estimated for 2008 4,062 4,062 4,062
Estimated Cost per In Vitro Cycle $ 15,000 $ 17,500 $ 20,000
Estimated Maryland In Vitro Cost with Current Mandate (includes self-pay) $ 60,930,000 $ 71,085,000 $ 81,240,000
Expected Increase due to 2 year vs. 1 year Infertil ity Period 10% 20% 40%
Additional Cycles 406 812 1,625
Cost of Additional IVF Cycles due to Proposed Manda  te $ 6,093,000 $ 14,217,000 $ 32,496,000

Assumed increase due to existence of Mandate 100% 139% 177%
Additional Insurer Costs for Current Self-Pay $ 6,093,000 $ 10,264,982 $ 18,359,322
Total Additional Insurer Costs $ 12,186,000 $ 24,481,982 $ 50,855,322
Approximate Employer Based Coverage Cost 15,452,566,101 15,452,566,101 15,452,566,101
Current Mandate Base Cost/Year (Per member) 13.21 14.65 15.15
Marginal Additional Cost/Year (Per member) 2.94 5.90 12.25
Proposed Mandate Full Cost/Year (Per member) 16.15 20.55 27.40
2008 CSHBP Premiums $1,550,485,486  $1,550,485,486 $1,550,485,486
2008 CSHBP Member Months 4,997,610 4,997,610 4,997,610
2008 CSHBP PMPM Premiums $310 $310 $310
Base Cost/Year as % of SG Per Member Premium 0.35% 0.39% 0.41%
Incremental Cost/Year as % of SG Per Member Premium 0.08% 0.16% 0.33%

We have not included any additional costs assatiatith the increase in complicated
pregnancies, live births, and multiple births ttat be expected from the increased
accessibility to and utilization of IVF. These aifficult to quantify, and the mandate

will likely impact costs in multiple ways that aoéfsetting to some extent. If we assume
additional IVF cycles are undertaken, there wowddh expected increase in costs for
high-risk pregnancies and multiple births. Howeweis also likely that the
corresponding costs for IVF cycles that were presip paid for out of pocket could be
lower, as these women potentially would implantdeembryos if the IVF cycle costs
are covered. Also, the costs for prenatal cardigadirths (including multiple births)
resulting from self-pay IVF are reflected in theremt premiums, since the insured health
plans would be responsible for prenatal care, etgardless of how a woman conceived.

Additionally, our range of cost estimates doesinciude the impact of cost-sharing
provisions. This reflects an implied assumptiort ttesst-sharing provisions will have
been satisfied through other services.

Table 2 summarizes the detailed cost estimatedaj@mabin Table 1. Note that most of
the costs of the mandated IVF benefit as contemgblat the proposed mandate are
covered under the current IVF benefit. We wouldesxtfghe incremental impact of newly
covered IVF benefits to be that IVF costs would@ase by approximately 20% to 80%.
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Table 2: Summary of Full and Marginal Cost Estimates for IVF Benefits

Full Cost Marginal Cost

Estimated cost of mandated
benefits as a percentage of
average cost per group policy

0.43% to 0.74% 0.08% to 0.33%

Estimated cost as a percentage of 0.06% to 0.1% 0.01% to 0.05%
average wage

Estimated annual per employee
cost of mandated benefits for $29 to $49 $5 to $22
group policies

In response to our carrier survey, we receivednedts regarding the current costs of IVF
treatments and the estimated impact of the chantfeimandated benefits. Several
insurers responded that they already provide cgeetaowever, based on market share it
appears that the majority of insureds are coveyadsurers who require a two-year
duration of infertility. Similar to previous survegsponses, these cost estimates varied
widely, and it is unclear how much rigor went itih@ cost analyses done to develop
these estimates. It is also possible that theazaggtimates assume other significant costs
(e.g., multiple births) that we did not quantifyaar estimates, or that PMPM (per
member/per month) costs were developed only foptpilations that could use these
services.

Current cost estimates provided by the carriergadrirom $0.01 to $29.00 PMPM, with
two insurers indicating current costs of $2.5020/$ PMPM and $2.95 PMPM
respectively for IVF coverage; these two carrigimestes are reasonably close to our cost
estimates. Based on proprietary carrier data tleatave reviewed for other clients, IVF
costs could be expected to be $1 to $3 PMPM. Bradsio consistent with a couple of
recent studies completed in Massachugefisly one carrier that currently requires a
minimum two-year duration of infertility providechastimate of the marginal impact of
changing from the two-year duration to the one-ykaation, and this estimate was
<$0.05 PMPM, though the carrier noted that it didh@ive utilization statistics to support
this estimate.

7 DHCFP Review and Evaluation of Proposed LegisfaEntitled: An Act Relative to Increasing Coverdgelnfertility Treatments,
Senate Bill 485, August 2009, http://www.mass.geetths2/docs/dhcfp/r/pubs/09/Infertility Report.atid

Compass Health Analytics, “State-Mandated Healiudlance Benefits and Health Insurance Costs in athssetts,” prepared for
Division of Health Care Finance and Policy, Julp20
http://iwww.mass.gov/Eeohhs2/docs/dhcfp/r/pubs/measdeomp_rev_mand_benefits_compass_report.pdf
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Introduction

Evaluation of Proposed Mandated Health Insurance
Services

Insurance Atrticle, 8 15-1501, Annotated Code of Waard, requires that the Maryland
Health Care Commission (the Commission) annuabgssthe medical, social and
financial impacts of proposed mandated health arste services that fail passage during
the preceding legislative session or that are stibdhio the MHCC by a Legislator by
July T of each year. The assessment reports are due @etheral Assembly annually

by December 31

Mercer and its sibling company, Oliver Wyman Actab€onsulting, Inc., have been
contracted as the Commission’s consulting actuargt,have prepared the following
evaluation of the proposed changes to existing ei@sdr proposed newly mandated
benefits: expanded coverage of autism spectruarabs, modification to the existing in
vitro fertilization mandate, modification to theigting mandate involving mastectomies,
coverage of prosthetic devices and coverage foigs vaccine.
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Coverage of Autism Spectrum Disorder

The draft Act entitled “Health Insurance - Coveragdutism Spectrum Disorder” (the
Act) dated October 1, 2008, outlines proposed @geof autism spectrum disorders.
Key provisions of the Act are as follows:

Insurers, health plans, and health maintenancena#ons “... Shall provide
coverage for the diagnosis of autism spectrum dessrand the evidence-based,
medically necessary treatment for autism spectrisorders in individuals under the
age of 21 years.” Coverage is subject to an amaaimum of $50,000 for 2010. The
annual maximum increases each year by the Medeia Component of the
Consumer Price Index for all urban consumers (CPI-U

“Treatment of autism spectrum disorders” encompa4sabilitative or rehabilitative
care” as well as pharmacy psychiatric, or psychobdgare prescribed by a physician
or psychologist.

“Habilitative or rehabilitative care” includes “alpgd behavior analysis” and other
services, including the development and maintenahea individual’s functioning —
the main goal being to restore it to the maximunerixpossible.

The foIEI;owing is a description of autism provideglthe Centers for Disease Control
(CDC).

Autism is one of a group of disorders known assmtspectrum disorders (ASDSs).
ASDs are developmental disabilities that causetanbal impairments in social
interaction and communication and the presenceo$wal behaviors and interests.
Many people with ASDs also have unusual ways ahieg, paying attention, and
reacting to different sensations. The thinking braining abilities of people with

8 Centers for Disease Control and Prevention. fitp.cdc.gov/ncbddd/autism/overview.htm
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ASDs can vary — from gifted to severely challeng®u ASD begins before the age of
3 and lasts throughout a person'’s life.

ASDs include autistic disorder, pervasive developtaledisorder — not otherwise
specified (PDD — NOS, including atypical autisnmdasperger syndrome. These
conditions all have some of the same symptomstheyt differ in terms of when the
symptoms start, how severe they are, and the esdigte of the symptoms. The three
conditions, along with Rett syndrome and childhdintegrative disorder, make up
the broad diagnosis category of pervasive developahdisorders.

ASDs occur in all racial, ethnic, and socioeconogrmups and are four times more
likely to occur in boys than in girls. CDC’s Autisamd Developmental Disabilities
Monitoring (ADDM) Network released data in 2007 ttf@und about 1 in 150 eight-
year-old children in multiple areas of the Unitddt8&s had an ASD.

All health plans appear to have exclusions or Izoiterage for autism treatments outside
of those for habilitative services for children lvASDs mandated by Section 15-835,
Insurance Article, Annotated Code of Maryland. Titent of the Act is to remove the
coverage limitations for certain autism services.

One of the most significant aspects of the Ach& tt specifically mandates coverage for
services for applied behavior analysis (ABA), defiras “the design, implementation,
and evaluation of environmental modifications udsedpavioral stimuli and
consequences, to produce socially significant img@meent in human behavior, or to
prevent the loss of attained skill or function.”

A discussion of the medical, financial, and sooigbacts of this proposed mandate
follows.

Medical Impact

In this section, we answer questions regarding ramesof additional services for autism
spectrum disorders.

» Does the medical community recognize services angatments, including ABA,
as being effective in treating patients with ASDs?

> Are the additional services that are provided to paents with ASDs under this
mandate generally recognized by the medical commuyi as demonstrated by a
scientific and peer review of literature?

> Are the additional services that are provided to paents with ASDs under this
mandate available and utilized by treating physicias?

According to the Autism Society of America, thetgrently are many different
approaches in the treatment of autism, includirdjtaty training, discrete trial training,
vitamin therapy, anti-yeast therapy, facilitatedncounication, music therapy,
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occupational therapy, physical therapy, and senstegration. These approaches can
generally be broken down into three categories:

= Behavioral and communication approaches
= Biomedical and dietary approaches
= Complementary approaches

Children with autism may receive eight to 11 haurseek of OT, PT, and ST as part of
an intensive treatment plan based on an illusegilan®

Some of these treatment approaches have reseadibssthat support their efficacy;
others do not. The Autism Society of America assirat long-term, scientific studies
regarding the different treatment methods areadliffito complete since there is such a
wide range of symptoms and skill sets associatétul avitisn-°

However, the most accepted approach appears topliecabehavioral analysis (ABA).
Applied Behavioral Analysis (ABA)

ABA includes intensive one-on-one sessions with ABérapists. It is not unusual for
theseﬁessions to be as frequent as six days aferegkmany as 30 to 40 hours a

week:

ABA is almost universally excluded from health crage, generally because insurers do
not consider it a medical treatment, or do notdweiit meets the standard of “medically
necessary” or “medical necessity” as defined byress.

We would expect that most of the additional costoaiated with this mandate would be
due to the addition of coverage for ABA, as wellrageased utilization of occupational,
physical, and speech therapies.

The American Academy of Pediatrics (AAP) statesftilewing in its report
Management of Children with Autism Spectrum Distmde

The effectiveness of ABA-based intervention in ASfas been well documented
through 5 decades of research by using single-sulrjethodology and in
controlled studies of comprehensive early intenbeavioral intervention
programs in university and community settings. @eih who receive early
intensive behavioral treatment have been shownalkkersubstantial, sustained
gains in 1Q, language, academic performance, aaptag behavior as well as

® Virginia General Assembly, Joint Legislative Audiid Review Commission. “Evaluation of Proposed téaied
Health Insurance Benefits. Evaluation of House &l Mandated Coverage of Autism Spectrum Disatler
September 2008. http://jlarc.state.va.us/Report8/Rppdf

10 Autism Society of America. General Standards akChttp://www.autism-
society.org/site/PageServer?pagename=life_treatatds

11 See note 2.
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some measures of social behavior, and their outsdraee been significantly
better than those of children in control grodps.

In the reporMental Health: A Report of the Surgeon Gengitad Surgeon General
states, “Thirty years of research demonstrate@fineacy of applied behavioral
methods in reducing inappropriate behavior and@ngasing communication, learning,
and appropriate social behavior. A well-designedgbf a psychosocial intervention
was carried out by Lovaas and colleagues (Lova@&7;IMcEachin et al., 1993}

In the article, “Applied Behavior Analysis, Treatnief Autism: The State of the Art,”
Richard M. Foxx asserts that ABA is a “scientiflgalalidated and highly effective
treatment” for autism? He cites many peer reviewed articles regardingtieess of
ABA as well as the fact that ABA is the only educatl or treatment approach currently
approved by the New York State Health DepartmenAfD.

Foxx emphasizes that ABA incorporates “all thedesidentified by the US National
Research Council as characteristic of effectiverirgntions in educational programs for
children who have autism.” The classification of ABs treatment for a medical
condition or as an educational tool is probablyifisee prompting the greatest
differences of opinion among policymakers.

The American Academy of Pediatrics (AAP) recogniteg ASDs are not “curable” but
require chronic management. They assert, “Althaugficomes are variable and specific
behavioral characteristics change over time, mioigdren with ASDs remain within the
spectrum as adults and regardless of their inteld¢¢unctioning, continue to experience
problems with independent living, employment, sbi@éationships and mental health.
The primary goals of treatment are to minimize destures and associated deficits,
maximize functional independence and quality &,ldnd alleviate family distress.
Facilitating development and learning, promotingialization, reducing maladaptive
behaviors and educating and supporting familieshem accomplish these goals.”

The paper goes on to discuss what it considers felucational” intervention
programs/methodologies — one of which is ABA. Malsthe educational interventions
have focused on very young children because itagpEarly intervention programs have
the best outcomes. The AAP describes several addlttypes of educational
intervention programs including:

* Dbehavioral models,

12 Myers, Scott M., MD and Chris Plauché Johnson, MIBd. The Council on Children with Disabilities,
“Management of Children with Autism Spectrum Disensl” Pediatrics November 2007.
http://pediatrics.aappublications.org/cgi/repriad1s5/1162

13 US Surgeon Generallental Health: A Report of the Surgeon Gene@iiapter 3: Autism. Accessed November 15,
2008. http://www.surgeongeneral.gov/library/mengallth/chapter3/sec6.html#autism

14 Foxx, Richard M., PhDApplied Behavior Analysis Treatment of Autism: Stegte of the ArtChild and Adolescent
Psychiatric Clinics of North America. October 2008.

15 See note 5 above.



Annual Mandated Health Insurance Services Evaluation Maryland Health Care Commission

» structured teaching models --the most recognizatyldbe Treatment and
Education of Autistic and Related Communication-8iaapped Children, or
TEACCH, and

» developmental models--including the Denver modeletbpment individual-
difference relationship-based (DIR) models andeasjve teaching (RT)
curriculum.

The AAP recognizes that, while there are seveuliss documenting improvement
in children using the other educational interveméidescribed, controlled studies for
these alternative interventions are generally matlable®

Carriers generally have differing opinions, asftiilowing shows.

Magellan Health Services (Magellan) — a managetttheare company that specializes

in providing services for behavioral health corah, and a subcontractor for at least one
of the major carriers in Maryland — considers ABAbe an “investigational treatment.” It
has based this determination on the “evaluatich@fesearch findings where the
evidence did not support ABA’s effect on healthoomes, its safety and efficacy against
existinlg7] alternative treatments, and its abilitgleanonstrate that benefits outweigh the
risks.”

The team at Magellan that arrived at this conclusneluded eight MDs, one DO, a
registered nurse with a master’s degree in pulgaith, and one PhD. Its clinical practice
guidelines (CPGs) include two additional guidelideseloped by the American
Academy of Pediatrics: Practice Guideline for thendgement of Children with Autism
Spectrum Disorders (the paper previously cited)@lmical Report — Identification and
Evaluation of Children with Autism Spectrum Disorsle

The development of Magellan’s CPGs was based eriaw of the prevailing literature
through 2006, with an additional review of the wal literature on assessment and
treatment of autism spectrum disorders through RGG8.

One of the basic reasons for Magellan’s deternonas the lack of randomized
controlled studies of ABA. Magellan believes tham of the results of studies
published to date “have several methodological lerab, including lack of a clear
definition of the ABA treatment and its protocdeck of control groups using established
treatment alternatives, poorly chosen or poorlycsge samples, outcomes measured
only in limited areas (e.g., IQ), and outcomes ressgiving little information regarding
the totality of the treatment impacf’Magellan notes that most of the research for ABA
programs has focused on the very youngest (preaisporhere is very little research
regarding outcomes for older children or adult$waititism.

16 See note 5 above.

17 Magellan Health Services. “Introduction to MagelsAdopted Clinical Practice Guidelines for the@iment of
Children with Autism Spectrum Disorders.” 2008. §diocument can be found by: entering:
http://www.magellanhealth.com/, then selecting Rder,” “Clinical Guidelines,” “Clinical Practice @delines,”
“Autism,” “Magellan Introduction.”
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Magellan cites the following other limitations @aldition to the limited research on
medical efficacy) to the use of ABA treatmentsdbildren with autisnt?

= ABA is very intense and intrusive in its format aselivery, which can result in
stressful reactions by the child.

= Positive results may appear to occur in one enwemt when an autistic
individual is responding to specific stimuli, bailfto occur in a broader or
different environment. The goal of any therapy dtidae to promote skills that
will be used in real world settings.

= The use of any single treatment may not be adwasgibken the broad range of
symptoms associated with autism, age of the carthtional resources of the
families, etc.

CareFirst, the Maryland-based carrier with thedatgrremium, has deemed that medical
and mental health services for the treatment of &Dizluding autism, are considered
not medically necessary because “no medical or ahéealth treatments have been
proven effective” for these diagnoses. ABA is cdesed experimental/investigational.
CareFirst defines “experimental/investigational falfows:

Experimental/Investigational*®

The term "experimental/investigational” describesviges or supplies that are in
the developmental stage and are in the processnofih or animal testing.
Services or supplies that do not meet all 5 ofctiteria listed below adopted by
the BlueCross BlueShield Association Technologyliai@on Center (TEC) are
deemed to be experimental/investigational:

1. The technologymust have final approval from the appropriate goneent
regulatory bodies; and

2. The scientific evidence must permit conclusionsceoning the effect of the

technology on health outcomes; and

The technology must improve the net health outcand,;

The technology must be as beneficial as any estaddialternatives; and

The improvement must be attainable outside thestiyational settings.

ok w

" Technology includes drugs, devices, processe®rsgsor techniques.

19 1bid

20 CareFirst BlueCross BlueShieldareFirst Medical Policy Reference Manuakcessed November 2008
.http://notesnet.carefirst.com/ecommerce/medicalpaisf/ivwwebtablex?OpenView&Start=1&Count=200& Exylar1
#1
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CareFirst indicates that ABA does not meet critatienbers two through five of its
definition. In arriving at this conclusion, Carestiprovides the following*

Rationale

The National Institute of Neurological Disordersia®troke (NINDS) conducts
research in its laboratories at the National lnstg of Health (NIH) and also supports
additional research through grants to major medinsditutions across the country for
pervasive developmental disorders including auti&spart of the Children's Health
Act of 2000, the NINDS and three sister institutase formed the NIH Autism
Coordinating Committee to expand, intensify, andrdmate NIH's autism research.
Eight dedicated research centers across the cooane been established as "Centers
of Excellence in Autism Research" to bring togetfesiearchers and the resources
they need. The Centers are conducting basic anidalliresearch, including
investigations into causes, diagnosis, early detecprevention, and treatment of
autism.

Currently there is a lack of clinically based evide on the cause or treatment of
Pervasive Developmental Disorders including autism.

" Information from NINDS Autism Information Page aidNDS Pervasive
Developmental Disorders Information Page (2005)

Update 2007:
A search of the peer-reviewed literature was peréaf for the period of May 2005

through June 2007. Findings in the recent litemtlo not change the conclusions
regarding the cause or treatment of pervasive dpuatntal disorders, including
autism.

Aetna has the following language on their clinijgalicy bulletin (CPB) for pervasive
developmental disorders (PDD), under which autisald fall:

“There is insufficient evidence for the superiomtfyany particular intensive
educational intervention strategy (such as apfledthvioral analysis, structured
teaching, or developmental models) over other siteneducational intervention
strategies *

2L CareFirst BlueCross BlueShield. Medical Policyl3006 Pervasive Developmental Disorders (e.g. shuii
Accessed November 2008.
http://notesnet.carefirst.com/ecommerce/medicatyaisf/vwwebtablex?searchview&query=autism*&Sta&€bunt
=100&SearchOrder=4

2 Aetna. Clinical Policy Bulletin. “Pervasive Develmental Disorders.” Accessed November 2008.
http://www.aetna.com/cpb/medical/data/600_699/06ha.
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In this general document, Aetna provides the retetduat they reviewed to arrive at this
conclusion, which includes 110 studies and articddsong the specific studies cited was
the finding by the National Academy of Sciences @J4n 2001 that there is no known
cure for autism, and that “[e]ducation, both dikgadf children, and of parents and
teachers, is currently the primary form of treattrfen autistic spectrum disorders.” The
National Academy of Sciences recommends that eduedtservices begin as soon as a
child is suspected of having autistic spectrumrdieg and that those services include a
minimum of 25 hours a week, 12 months a year, irtkvthe child is engaged in
systematically planned and developmentally appat@reducational activity toward
identified objectives. Aetna references anothedystwy Brasic (2003), which stated that
“while parents may choose to utilize a variety perimental treatments including
medication, they should concurrently utilize inteesndividual special education by an
educator familiar with instructing children withtatic disorder and related conditiotfs.

Autism Speaks, an autism advocacy organizatomments, “Private health insurance
coverage of autism services will allow childrentwatutism to access Applied Behavior
Analysis (ABA), a proven treatment for their comalit Several studies have shown that
as many as 47 percent of the children that undeagy intensive behavioral therapies
achieve higher education placement and increaséelvi]s. A significant portion of
children who receive ABA are placed into mainstreaducational settings. Children who
begin their treatment with minimal 1Q levels enelattment with substantially higher
levels of intellectual functioning. These resulés/é been shown to last well beyond the
end of treatment. As such, the effectiveness of AB#&apy has allowed many children
to forego costly intensive special education inftitare.?*

Another area of significant differences in opinfegarding ABA appears to be whether
this is a medical treatment or whether this isduncational intervention. As shown, some
medical experts assert that ABA is a recognizedicaétteatment. Others believe it is
investigative/experimental because of the lackaofibmized, controlled studies. Due to
the small number of individuals who have ASD, ityne difficult to develop sufficient
randomized, controlled studies that meet sciemmgdlical standards. Current literature
however, demonstrates that ABA is the treatmentt witesd as helpful for individuals
with ASD.

Occupational, Physical, and Speech and Language Therapies

Autistic patients often need occupational, physiaatl speech and language therapies. In
a report on ASDs, the AAP states that “Traditiomatupational therapy often is provided
to promote development of self-care skills (e.gesding, manipulating fasteners, using
utensils, personal hygiene) and academic skilts,(eutting with scissors, writing).
Occupational therapists also may assist in prorgatevelopment of play skills,

modifying classroom materials and routines to imvprattention and organization, and

% |bid

24 Autism Speaks. “Arguments in Support of Privatsuiance Coverage of Autism-Related Services.” Gat@b07.
http://www.autismspeaks.org/docs/arguments_for gbeivinsurance_coverage.pdf
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providing prevocational training. However, reseamparding the efficacy of
occupational therapy in ASDs is lacking. Sensotggmation (Sl) therapy often is used
alone or as part of a broader program of occupatiterapy for children with ASDS>

The report further states, “A variety of approachage been reported to be effective in
producing gains in communication skills in childmeith ASDs. People with ASDs have
deficits in social communication, and treatmentlgpeech-language pathologist usually
is appropriate 2

Occupational, speech and language, and physicapheservices are generally widely
available and utilized to treat autistic childretowever, there is likely a need to better
understand the best way to use these types ofpileerm treating autistic children. Some
of these therapies are eligible for payment unideeiisting habilitative services
mandate, Section 15-835 of the Maryland Insurantiel&. Occupational, speech and
language, and physical therapy services are algmeby provided to autistic children to
treat comorbid conditions.

Social Impact
In this section, we address the following questions

» To what extent will the proposed change generallyeoutilized by a significant
portion of the population?

» To what extent is the insurance coverage already gerally available?

» To what extent does lack of coverage result in indiduals avoiding necessary
health care treatments?

» To what extent does lack of coverage result in unasonable financial hardship?
» What is the level of public demand for the servicés

» How interested are collective bargaining agents inegotiating privately for
including this coverage in group contracts?

» To what extent is the mandated health insurance seice covered by self-funded
employers in the state with at least 500 employees?

A 2005 study estimated the prevalence of speci8®A. This study, based on preschool
children living in England, found that of thoseldnén that had some type of ASD, about
one-third had autistic disorder, one-sixth had Agees syndrome, and one-half had
Pervasive Developmental Disorder - Not Otherwisec8ied (PDD — NOS§’ This

% See note 5 above.
% see note 5 above.
" See note 2 above.
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would translate into prevalence rates of approxahyatvo per 1,000 for autistic disorder,
one per 1,000 for Asperger’s syndrome, and thred 080 for Pervasive Developmental
Disorder - Not Otherwise Specified (PDD — NOS).rRrhis, we can estimate an ASD
prevalence of one in 150, or six to seven per 1,08 is confirmed, as noted by the
CDC, which reports that approximately one in 15dcén has an ASD.

The CDC estimated that, nationwide, the prevalefi@&SDs among eight-year-old
children ranged from 3.3 to 11.9 per 1,000 childfesr Maryland, the CDC estimated
the prevalence of ASDs among eight-year old childeebe 6.7 per 1,000 children, which
was within the nationwide rang&This indicates that it is reasonable to use th€CD
nationwide estimates for prevalence of ASD for Mang.

This mandate covers services only for individualder age 21 — which, based on Census
statistics, would account for about 32% of Marylantbn-Medicare (under age 65)
population® So, a reasonable estimate would be that approgiynane in 460 people
covered by insurance in Maryland, or about 0.2%hefinsured population, could
potentially receive additional benefits under thigndate. However, the actual number
would likely be lower, as the very young and maighbr-functioning autistic children
would not actually be diagnosed or receive treatraerach age under 21. Conversely,
there is a potential that the estimated numberdcimgrease if the prevalence rate for
autism continues to increa¥e.

Because services in general for the treatment @ A&d specifically ABA are not
typically covered by insurance, Mercer believes #tilitional services provided under
this mandate would vary from insurer to insuret, drenerally could be put into one of
three categories:

= Services not currently covered due to broad auggoiusionsCertain plans have
blanket-stated coverage exclusions for autism sesvother than the habilitative
services already mandated.

= Certain services not currently covered because #reyspecifically excluded by a
plan. For example, ABA is typically considered an edioc®l program by insurers
and is specifically stated as excluded in covepaggition statements.

= Services not currently covered because they doneet defined “medically
necessary” criteriaBelow is a sample definition of “medically necass4This is
CIGNA’s protocol; note that other insurer definitiare very similar’}

28 cDC Morbidity and Mortality Weekly Report. Prevate of Autism Spectrum Disorders — Autism and
Developmental Disabilities Monitoring Network, 1#4e3, United States 2002, February 8, 2007,
http://www.cdc.gov/immwr/pdf/ss/ss5601.pdf

29.S. Census Bureau. http://www.census.gov/hhes/iiuliins/data_access.html

%0 By “prevalence rate” we mean the rate at whiclividdals are diagnosed with autism. Governmentssies show
autism is increasing at a rate of 10%to 17% anyu@e rate of increase could be due to higherahateidence,
better diagnosis, or both. (Autism Speaks—FAQs:titvw.autismspeaks.org/whatisit/faq.php)

3ICIGNA website. Accessed November 15, 2008.
http://www.cigna.com/health/provider/medical/progesl/medical_necessity.html#hc_prov_def.

12



Annual Mandated Health Insurance Services Evaluation Maryland Health Care Commission

Except where state law or regulation requires fediht definition, “Medically
Necessary” or “Medical Necessity” shall mean heatite services that a
Healthcare Provider, exercising prudent clinicalgment, would provide to a
patient for the purpose of evaluating, diagnosingeating an illness, injury,
disease or its symptoms, and that are:

a) in accordance with the generally accepted stdsd# medical practice;
b) clinically appropriate, in terms of type, frequg, extent, site and
duration, and considered effective for the patseilitiess, injury or
disease; and

c) not primarily for the convenience of the patienHealthcare Provider,
a Physician or any other Healthcare Provider, aitdnore costly than an
alternative service @equence of services at least as likely to produce
equivalent therapeutic or diagnostic results abealiagnosis or treatment
of that patient's iliness, injury or disease.

For these purposes, "generally accepted standardsedical practice" means:

- standards that are based on credible scientifaleenie published in peer-
reviewed medical literature generally recognizedhgyrelevant medical
community,

- Physician and Healthcare Provider Specialty Socetgmmendations,

- the views of Physicians and Healthcare Provideastfming in relevant
clinical areas and

« any other relevant factors.

Autism treatments are frequently denied under theeational exclusion, with insurers
citing that the American Academy of Pediatrics ¢dess applied behavior analysis an
educational interventiotf. However, the Virginia Joint Legislative Audit aRéview
Commission has noted, “Medical experts indicate¢ ¢hran though there is often an
attempt to classify ASD treatments as either edoicak or medical, many treatments can
be considered both educational and medical, soauii$tinction is not warranted™

Additional examples of reasons for denying ASD &#AAservices can be found in the
following comments from insurers and their medubia¢ctors:

= In general, coverage is subject to medical negeard the carrier does not cover
treatments that will not result in improvement. @as may make short-term
exceptions to cover acute exacerbations if theaesignificant change in behavior.

= At this point, ABA is not covered because it is nohsidered evidence-based. No
self-insured companies in Maryland using Carefarstnited as Third Party
Administrators (TPAS) cover ABA.

32 See note 5 above.
33 See note 2 above.
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= “Currently, services such as Applied Behavioral ksis could be excluded under the
Educational Services exclusion of our Maryland plan

= “If [ABA is] request is recognized as being relatedASD, no coverage would be
authorized (excluded as educational). ASD is atswsiclered a chronic condition and
therefore excluded from coverage.”

= “Applied Behavioral Analysis treatments are gerigraénied for being experimental
and investigational or not medically necessary.théfapy is covered due to an
alternate diagnosis, then the 60-day limit will lgp

= “...does not cover the following procedures/serviceghe assessment and/or
treatment of ASD because they are considered erpatal, investigational or
unproven for this indication (these lists may netdli-inclusive)...intensive
intervention programs for autism (e.g., Lovaasdpgr applied behavior analysis)”

= “This service is not covered ... under Excluded ®exw—49. Treatment for
disorders relating to learning, motor skills, commzation, and pervasive
developmental conditions such as autism.”

= “... plans provide inpatient, outpatient (includin@,FOT and speech therapy),
emergency care, medical-surgical care, specialy @ad pharmacy for members with
autism and autism spectrum disorders (ASD) ... Saasans for denial of services
could include: services rendered by non-coveresligen; services not preauthorized
by health plan; education services not covereddajth plan; services rendered are
not effective.”

Only two carriers provided statistics on the doflarount of claims they had denied
during the most recent 12-month period for whictad@as available. One carrier

reported about $900 in denied claims and the atheier reported $1.2 million in denied
claims. Only one carrier provided statistics onidértlaims that were appealed and that
carrier indicated there were 11 ASD denials appkdiging the most recent 12-month
period for which statistics were available. Mostrigas indicated that they were unable to
analyze their denied claims to determine thosewviloaild now be payable because they
would need to define the services that would beece by the proposed mandate by CPT
codes or diagnostic codes. This would require Sgnit time and resources.

Certain services are provided through state arallijoadministered education programs,
as required by thimdividuals with Disabilities Education Act (IDEA)DEA parts B and

C also require early intervention program servioesoddlers and pre-school-aged
children. Some of the services provided by thesgnams are similar to those covered by
the mandate; however, the level and intensity efsérvices may be more limited than
those recommended by treating physicians and cd\sréhe mandate and vary in
amount, duration and scope between localities.

14
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In FY 2007, the Maryland Medicaid Waiver for Chidrwith Autism Spectrum Disorder
(AW) offered eight types of waiver services relatedhe treatment of autism spectrum
disorders. Services covered under the waiver afellasvs: **

= |ntensive individual support services

= Therapeutic integration services

=  Supported employment

» Respite care

=  Family training

= Environmental accessibility adaptations
= Regular residential habilitation

= Intensive residential habilitation

While there may be some overlap with the servicegemmplated in the mandate, the
waiver program is targeted to severely affectedviddals who likely could be
institutionalized without supports. Enrollment untlee AW is capped at 800, and in
August 2008, a total of 2,535 children were on\Weiver Services Registry (which is
essentially a waiting list). Therefore there i®tl of 3,335 individuals either enrolled or
on a waiting list for AW services. This represeait®ut 60% of the total number of
individuals that Mercer estimates could be coveneder any mandaf8.The average
cost per child for only the waiver services in Mand was slightly more than $25,000
for fiscal year 2007. The average cost per chitdifaiver services and Medicaid State
Plan services was slightly more than $38,800.

The fees to non-institutional providers under thedMaid program are significantly less
than the corresponding fees observed in the comahenarket. We could safely assume
that, if these services were provided in the concrabémarket, the costs could be at least
double. Maryland Medicaid indicated that they hagerecovered any funds from
carriers because it is their experience that coraiadnealth plans do not cover the types
of services that are provided under the waiver nog.

Based on the costs of ABA and other therapies,safe to assume that many families
cannot afford the costs associated with the tatalpendium of non-covered therapies
and, therefore, certain children would not recehaim unless provided through a
government program such as IDEA. In its analysi¥igfinia’s House Bill 83 — which
would mandate autism coverage, including ABA thgraphe Joint Legislative Audit
and Review Commission notes, “The costs of intenbehavior therapies could be ...
from 38 percent to well over median household ines

34 Medicaid response to MHCC data request, Octob@d 20

% Maryland Medicaid indicates that the statistiqgareling the waiting list the following limitationtdividuals on the
waiting list have not been “pre-screened” to deteenif they are eligible for coverage and it is natvn how many
families are unaware of AW or the waiting list.

%6 See note 27 above.
%7 See note 2 above.
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Some families who pay out of pocket for autismtireant face major financial hardships.
Such hardships have been well documented in dteiebave had hearings on similar
mandates, as well as in major media stories. Theaty group Autism Speaks
summarized the financial hardships some families fa accessing care for autistic
children:

Families that refuse to allow their children tofeuthrough the inadequate Medicaid
system and are denied coverage by their privatéhhieaurance carriers often end up
paying for therapies out of their own pockets. tfase families, the financial burden
is immense. Without the negotiating powers of aurance company behind them,
out-of-pocket prices are extremely high. Parentsaften spend upwards of $50,000
per year on autism-related therapies, often beangefl to wager their own futures
and the futures of their non-autisticildren to pay for necessary autism-related
therapies. Children whose parents cannot affohtofor behavioral and other
therapies and who cannot access adequate thethmagh the Medicaid system
simply go without these interventioffs.

In 2007, Michael Ganz Ph.D., Associate Directo©Ootcomes Research at Abt Bio-
Pharma Solutions, Inc. completed a study thatmedlithe various costs associated with
autism services. The costs were broken down betdieect costs (based on the value of
goods and services used) and indirect costs (las#tke value of lost productivity). This
often-cited study noted the following types of sost

= Direct medical costs included physician and othefgssional services and supplies.

= Direct non-medical costs included special educatbiid care, respite care, out-of
home placements, and other costs associated witigdar someone with autism.

= |ndirect costs involved lost productivity assocthteith those affected by autism
during their lifetime as well as family members atker caregivers who may be
forced to limit their work and productivity due tioe need to commit time to care for
someone with an ASD.

This study also provides an estimate of the sdatetsts of autism. Ganz comments, “The
total annual societal per capita cost of caringafad treating a person with autism in the
United States was estimated to be $3.2 millionabmlt $35 billion for an entire birth
cohort of people with autism?”

Studies have also estimated the benefits assoaatie@arly intervention. The report to
the Pennsylvania Health Care Cost Containment Golopébt Associates Inc. (Abt
report) noted, “Jacobson, Mulick and Green furtleported a study using Pennsylvania
data to study early intensive behavioral intenam{EIBI) in which they found EIBI-
related cost savings of approximately $187 thousar§203 thousand for children served
between the ages of 3 and 22; and, savings of $&&k&and to $1,082 million between
the ages of 3 and 55. Initial cost differencedlioee (3) years of EIBI were estimated at

%8 See note 17 above.

% Ganz, Michael L., MS, PhD. “The Lifetime Distritiom of the Incremental Societal Costs of Autism.”
www.archpediatrics.com. Accessed on November 188 2PBrior to joining Abt Associates, Dr. Ganz wassistant
Professor at the Harvard School of Public Health.
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$33 thousand and $50 thousand per child per yeauthors suggest that these figures
represent a modest impact on cost/benefit raffos.

For families that would likely utilize autism secess, there is obviously significant
demand for the additional coverage outlined intfamdate. Autism also received
significant press during the 2008 presidential caignp, with both major party candidates
recognizing the hardships faced by families affédtg autism, and the need to determine
better ways to support them. On his website, Peesidlect Barack Obama says that he
“will mandate insurance coverage of autism treatraed will also continue to work with
parents, physicians, providers, researchers, dmubkcto create opportunities and
effective solutions for people with ASD

Coverage mandates in other states have receivesprieed support, and have generally
passed by wide margins. A recent (summer 2008) &dsn Checkpoint poll shows that
about 55% of likely voters surveyed “strongly” sepprequiring insurance companies to
cover treatment for children with autism, and tadther 30% “somewhat” support an
autism mandate. It does not appear that the quesiituded any reference to impact on
premium — which might have affected the respdfse.

Currently, collective bargaining units have cover&y autism that is similar to that of
large groups. If the collective bargaining agreetea fully insured plan, some of the
services are currently provided for children unither habilitative services mandate. If the
agreement is self-funded, then services are gépdinalted to diagnosis of ASD and
therapy services, such as speech, up to the conteaémums. None of the collective
bargaining units surveyed for this analysis haveelits as extensive as those required
under the proposed mandate. The interest for ifmiusnged from mild to moderate,
depending on the cost. If the cost was betweem#@il$a PMPM, there was moderate
interest. If the cost exceeded that range, theastavas mild.

ABA benefits — and many other benefits for servieseat autism — are typically limited
or excluded for self-insured plans. CareFirst anitddl HealthCare noted that they did
not administer any self-insured plans that coveAAB/hile most large employers do not
provide significant coverage for ABA, the US mitiga Tricare health insurance
programs and some very large self-insured compdimelsiding Microsoft and Home
Depot) pay for autism behavior therafy.

40 Abt Associates Inc. “Autism Spectrum Disorders Mared Benefits Review Panel Report: Evidence Stiehi
Concerning Pennsylvania HB 1150.” June 18, 2008p&hed for the Pennsylvania Health Care Cost Qumtzit
Council. http://www.phc4.org/reports/mandates/HBA/BaitismPanelReport061808.pdf

41 http://Iwww.barackobama.com/pdf/AutismSpectrumDitsos. pdf
42 http:/lwww.autisminsurancenow.org/public-opinioalp

43 Spake, Amanda. “Families Change Microsoft's VidwAatism.” Smart Money Magazin&lay 8, 2007.
http://www.smartmoney.com/personal-finance/heattheffamilies-changed-microsofts-view-of-autism-28.22
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The Federal Mental Health Parity and Addiction Egéct of 2008 (Mental Health
Parity) was recently passed by Congress as p#éneadmergency bill for the financial
markets. Mental Health Parity precludes any hgahh (fully insured or self-funded)
that provides mental health benefits to employetis 81 or more employees from
treating mental health benefits differently fronyanher medical benefits. If ASDs are
defined as mental health conditions, then the peganandate would appear to conflict
with federal legislation because of the $50,000uahbenefit limit for ASD services. To
retain the $50,000 annual limit contained in theent language, Maryland would need
to clearly state that ASDs are not considered nhéei@th conditions. Based on the
current knowledge and medical practice, the Geresaémbly could reasonably classify
ASDs as neurological disorders rather than meltalsises and impose an inside limit.

Financial Impact

Due to the general lack of coverage for ABA andliitmiation or exclusion of other
services that would now be covered under the mandast data for these benefits based
on insurance data does not exist. This lack oflesgdita hinders the direct development
of cost estimates based on standard actuarial cheltbgies.

The following is a simplified explanation of howstastimates are typically developed.

1. Develop utilization estimates for the additionaivsees under consideration. In this

case, utilization for the various treatments uridermandate would be based on

treated prevalence of ASDs and the distributiohay frequently different types of

services are utilized. These estimates would beldped by age, as they would be

expected to vary significantly for the services emconsideration.

Develop unit cost estimates by type of service.

Apply impact of cost-sharing provisions (copaymentsnsurance, deductibles,

inside maximums (e.g., $50,000 annual maximum asidered in this mandate).

4. Develop expected annual costs based on utilizatiom cost estimates, and cost-
sharing provisions.

5. Add an amount for administrative costs.

6. Adjust for coordination with other benefits, and &mti-selection or anything else that
would impact costs.

wn

Some specific considerations and assumptions negedézl/elop costs and premium
impacts under the mandate are as follows:

Treatment Prevalence

The prevalence of treatment for additional servim®gered by insurers under the mandate
would be impacted by several factors, including (it limited to):

= The actual prevalence of ASDs in Maryland’s popafat

= The existence of an ASD diagnosis. (While an ASBypécally diagnosed around age
two or three, some individuals may be diagnosedwoeinger — or when older, in
the case of those with high-functioning autism).
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= The extent to which those diagnosed will seek tneat under their insurance
policies. (Some individuals will not seek treatm&nin their insurers after being
diagnosed).

» The perceived quality and sufficiency of any thezagprovided through the
educational system. (This would affect the usesofises covered by insurance).

Hard data are not available on the impact of tii@srs. In addition, there is some
controversy and uncertainty of the prevalence sd#&SDs and the expected treated
prevalence of ASDs. Our research showed the foligwi

= |ndependence Blue Cross expected a treated preeatdrl in 400 when they
provided comments to the Commission studying thgaich of the Pennsylvania
autism mandat&'

= BlueCross of Northeastern Pennsylvania expectegbted prevalence of 1 in 150 for
the Pennsylvania mandate.

= In assessing the cost impact of the Louisiana marfdaautism services, James
Bouder noted, “... it is reasonable to forecast thaly beneficiaries of HB 958 based
on a treated prevalence of 1 in 536.”

= A summary of IDEA’ and Cens\f§ data indicated the following rates for children
receiving educational services in Maryland:

Table 1

Rates of Children with Autism Accessing the
Educational System

Accessing MD Rate per| Rate-1in
Age System Population | 1,000
3to5 606 222,929 2.7 368
6to 11 2,719 420,648 6.5 155
12t0 17 2,086 511,273 4.1 245

Based on the rate of six- to 11-year-olds with &DAaccessing the system, it is
reasonable to assume the 1 in 150 prevalenceamaitedividuals who would seek
treatment for benefits covered by the mandats. diso reasonable to assume that this
number could be lower for children younger than(beccause they have not been
diagnosed), and lower for older children becauseesmay no longer receive treatment
or support outside of a school setting.

4 See note 33 above.
* |bid
“% |bid
47 http://lwww.autism-society.org/site/DocServer/AntisMaryland_v3.pdf?docID=10883
8 Census Data web link. http://www.census.gov/hhesiilthins/data_access.html
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Intensity of Services by Age

The intensity of services would be expected to wagypificantly by age and would
generally be expected to be highest during thechoes years (ages three to five). During
this period, many children would be expected tallagnosed, and many would be able to
tolerate and participate in intensive servicest€amuld be expected to decrease for
older children as they spend more time in schooéifltherapies would be covered
through educational programs and, after some peexquensive intensive behavioral
therapies would be less prevalent since they weitlietr be successful (and therefore
wouldn’t be needed as much) or not successful [jgaly be eliminated from a therapy
program).

The often-cited Ganz stuthshowed direct and indirect costs associated witism for
five-year age bands starting at age three — thevess age at diagnosis. It showed that
direct medical costs (in 2003 dollars) were expktbebe highest from ages three to
seven, averaging around $35,000, and then decsaasicantly as children aged — to
about $6,000 for ages eight to 12, $5,000 for d4§e® 17, and $3,000 for ages 18 to 22.
The report states, “The large direct medical ceaty in life are driven primarily by
behavioral therapies that cost around $32,000 duha first five-year age group and
decline from about $4,000 in the 8- to 12-year gmgaip to around $1,250 for the 18- to
22-year age group.”

The Virginia JLARC report on House Bill 83 noted, 2003 study estimated the annual
cost of intensive behavioral therapies to be $4.f28 preschool-aged children and to
range from $4,140 to $5,914 for older children.@02 study estimated the cost of early
intensive behavioral interventions to be approxetye$22,500 annually>® Note “early
intervention” is for children two years and under.

As noted previously, there are no insured data acthal utilization and unit costs for the
services considered under the mandate; therefosés by age cannot be directly
calculated. The Ganz study and the Virginia JLAR@ort provide useful information on
how costs would be expected to vary by age. THanmation should be considered when
assessing the likely cost differences by age fices covered under the mandate.

Cost Estimates for Other State Mandates

Table 2 in the Virginia JLARC report summarizessmtmandates in other states. We
have included this table for your referente.

9 See note 32 above.
%0 See note 2 above.
51 Ibid
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Table 2: States with Autism Spectrum Disorder Mandates Including Coverage for Applied

Behavior Analysis-Based Treatment

Year Provider
State Enacted Eligibility Requirements Coverage Limits
Arizona 2008  Bithto 16 years.  Behavioral therapy services  Annual: 350,000 upto age 9
shall be provided or super- $25,000 if between
vised by a licensed or certi- ages 9 & 16.
fied provider Lifetime: None
Flonda 2008 Linder 18 years, ABA services shall be pro- Annual: 536,000
or 18 years & vided by an individual certi-  Lifetima: $200,000
older if in high fied or licensed pursuant to
school & have a Florida statute.
developmental
disability diagno-
sisatage 8 or
younger.
Indiana 2001 Mot specified. Mo licensing requirement. Mot specified.
Louisiana 2008  Under 17 years. ABA providers must be cer-  Annual: 536,000
tified by the Behavior Ana-  Lifetime: $144.000
lyst Certification Board or
provide comparable creden-
tiafs.
Pennsylvania 2008  Under 21 years. Behavior specialists must Annual: 536,000
be licensed or certified by Lifetime: None
the State Board of Medicine
according to statutory
guidelines or be enrolled in
Pennsylvania’'s medical as-
sistance program.
South 2007  Under 16 years & MNot specified. Annual: 550,000
Carolina diagnosed with an Lifetime: None
ASD atage Bor
younger.
Texas 2007 Older than 2 Practitioners must hold a Mot specified

years & younger
than 6 years.

state or national license,
certification, or regisiration
or be certified under the
TRICARE military health
system.

Source: Information on Arizona, Flarida, Indiana, South Carolina, and Texas provided by Autism Speaks, PA HB 1150,

Due to coverage limitations (most important, thios®lving ages covered and lifetime
maximumes), cost estimates in most of these stabedwmnot be directly comparable to
those expected for Maryland. From the table ab8weeth Carolina’s and Pennsylvania’s

costs would likely be most comparable to Marylan@est analyses done for recent

mandates in Wisconsin and Virginia are also insivac
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In the previously mentioned report concerning Pglvasia HB 1150, Abt Associates
noted the following regarding cost estimates inr@gtvania and other stat&s:

With regard to premium increases:

The preponderance of evidence submitted indicastghe premium cost impact of
Pennsylvania’s mandated ASD benefit will be in#ege of one (1) to one and one-
half (1 ¥2) percent.

A study by the opponents of South Carolina’s autisandate, which has a higher cap
than Pennsylvania of $50K per child per year, fitidsincrease to be $48 per
member per year, or $4 per member per month (pmémah)just under 1% of current
premiums.

In Wisconsin, which has no cap, analyses of thedat@a benefit review premium
increases of $3.45 to $4.10 PMPM

A study by the New Jersey Mandated Benefits Adyistommission, reported in
2006, evaluated the impact of the ASD mandatedfematained in Assembly Bill
A-999, finding that the cost impact on a family hleansurance policy was
approximately $10.17 per month, or approximatelydfyremium.

These estimates would indicate that the cost oMag/land mandate could be
approximately 1% of premium if the estimates fonitr benefits in other states are
reasonable.

The Abt report stated the following with regardrioreases in the cost of benefits from
“opponents” of Pennsylvania HB 1150:

Highmark estimates $81.5M in increased premiumscosta customer base of 4.1M
(This equates to about $20 per member per year).

IBC estimates $57M in increased premium costs baseltreated prevalence
assumption of 1 in 400.

Blue Cross of Northeast Pennsylvania (BCNEPA) estian $12M ($11.5M medical
and $500K administrative) in increased premiumsosta customer base of 600K,
with a treated prevalence assumption of 1 in 186h@f whom will use the
maximum of $36K per annuiThis equates to about $20 per member per year).
The Chamber of Business and Industry cites 4%"asreservative estimate” of
premium increases on 16,000 contracts servicetslBGl subsidiary, where the
average monthly premiums equal $550, and the prarimiarease is estimated at
$264 per year or $22 per month per contract employe

The Insurance Federation of Pennsylvania citemagtis of actuaries at between 2%
and 6%.

The insurer and interest groups opposing HB 1160iged widely varying estimates.
The Highmark estimate would indicate a cost of apjpnately $20 per member per year,
which is approximately 0.50% of premium, while theurance Federation of
Pennsylvania noted a cost as high as 6%.

52See note 33 above.
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In Virginia, a survey of insurers was conductegntovide cost estimates of the state’s
proposed mandate. Twenty companies provided es#fat group coverage. The
median estimate among those 20 carriers when trexage was going to be required for
all employers (and not optional) was $4.88 PMPMhwie range varying from a low of
$0.04 PMPM to $6.16 PMPM. The median increase doriers operating in the
individusgl market was also $4.88 PMPM, with thegameing $0.14 PMPM to $6.67
PMPM.

The estimated costs of the Virginia mandate arbdrithan observed in some other
states, however, the Virginia analysis indicateat thany other states cover autism
through their mental health parity mandates, whigmot include the types of services
provided in ASD-type mandates. There were conddaisthe mandate could increase the
use of investigational or untested treatments 8DA4; result in a lack of coordination of
services for individuals with ASDs and that onlpuable providers should be covered
by the mandaté.

The wide variability of cost estimates provided\ixgginia and Pennsylvania insurers and
insurer interest groups illustrates the difficultydeveloping cost estimates for autism
coverage where there are essentially no data fopkams that provide benefits similar to
those mandated.

Cost Estimates from Maryland Insurers

Large Maryland insurers provided very little infaxtion when asked, “What would be
the premium increase if you were obligated to ptewenefits for the diagnosis and
treatment of autism spectrum disorders?”

= Two carriers provided cost estimates. One carggémated the cost at approximately
$45 million, or $5.00 PMPM, or $60 per member pearyffor Maryland-based fully
insured businesses only. The other carrier, whashdxpended more resources
estimating the costs of autism mandates in otlaestestimated the cost at $1.43 to
$3.22 PMPM, or $17.16 to $38.64 per member per. yidas last estimate is based on
the assumption that ASDs are not considered a ménéss and that the annual
$50,000 maximum would not be affected by the fdddental Health Parity Act.

= Four insurers provided no quantitative estimate said the cost would cause no
significant increase; the other three indicated #maestimate was unknown or not
available.

53 See note 2 above.
> bid
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One carrier did provide some perspective on theomsafor not being able to quantify
a premium impact, commenting, “This is difficultéstimate without more specific
information, such as:

= the evidence based information related to the qp@t® number of hours of
treatment per day/week/month;

= types and numbers of appropriate treatments péwedai/month; appropriate
ages for specific types of treatments;

= isthere a limit/level where ABA is no longer effee;

= professional license/certification of providersABA care so a cost per service
can be estimated. (For example, we have read thaB& certified educator
would charge about $100 — $130/hour, while an ABéned staff would charge
$20 — $30/houir).

= While the proposed bill specifically identifies addfines ABA as part of the
mandate, there are other approaches to the caagitism and ASD that perhaps
could be included in some of the very broad deting. However, we are not
aware of any evidence-based information that emplaow or if ABA can be
combined with other approaches or how other appescould coordinate,
replace or supplement ABA.

We are not able to factor in those possibilities.”

Insurers also expressed some of the concerns aedtaimties associated with providing
the mandated benefits, as well as some of theylkeininistrative difficulties:

Increased credentialing costs for determining diiadtions of ABA providers Fhere
may not be enough qualified providers to supplyises if this proposal passes.
Carriers have no experience contracting with ncalthecare providers but would
have to develop a network of such caregivers iinla@date was enacted. Carriers
would have to develop a fee schedule/payment fevelon-health care providers,
develop and/or work with public agencies to develoteria for determining who is
gualified to provide these services, and develdzation management and medical
policy standards and guidelines for ABA.

The costs of obtaining treatment plangn updated treatment plan can be requested
every six months, but carriers would have to bearcbsts of obtaining this plan.
Currently, carriers generally do not pay providerstreatment plans.

Limitations on carriers’ ability to contain costsCurrent language appears to limit
the carriers’ ability to implement cost containmargasures, including the ability to
perform utilization management and determine médieeessity. The treatment plan
should be developed on the basis of an evaluatioe-evaluation of individuals in
accordance with the recommendations of the Ameraademy of Pediatrics and
should be a comprehensive plan across disciplinelsiding medical, behavioral, and
mental (if appropriate).
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= What is the educational system’s role in helpingréat autism -Case management
services appear to be critical in coordinatingdaee between the potential number of
providers and the educational system. Who is gtwritave “ownership” for the case
management plan of treatment---the educationaésystr the medical providers?
How and who will measure progress under a speitédatment plan? It appears that
some services that are currently provided by thealcsystem would be transferred
to the medical system. The educational system dhmiencouraged to improve the
services provided to these children. We understiaaidexisting federal law requires
state and local school systems to provide apprigpservices for children with autism
and ASD. Why should employers — especially smajplegers — be required to
subsidize the educational system through healtmipiras when health premiums are
already perceived as being too high, and why shetddce health care dollars pay for
educational services?

» Reliance on ABA as sole treatment methdthe proposed mandate appears to rely on
ABA as the only method of treatment; it does ntivalfor other methods. What
happens if a study definitively demonstrates thBAAs of no value?

= Uncertainty regarding the kind of qualificationsdcharedentials to require of
providers— The proposed mandate states that ABA can bedadwnly by someone
who is an MD or a PhD, or someone who is undestipervision of either of these
two. This does not specify that they have any ingiin ABA. The other provision
states that a provider could treat using ABA aglas they are credentialed by the
Behavior Analyst Certification Board. Proposal®ther states have recommended
that treatment be provided by a certified licengexvider.

= Potential increase in “diagnostic substitutior” There may be increased use of
nonspecific pervasive developmental disorder cédescess treatment of what
previously may have been considered developmeatal/dattention deficit disorders,
and mental retardation. These are also diagnosegioh many proposed treatments
are considered not medically necessary.

One carrier thought the current habilitative caendate would need to be reworded to
prevent duplicative care requirements. This sameecabserved that the current
habilitative mandate covers children to age 18 attie proposed autism mandate
provides coverage to age 21.

Another carrier suggested that the legislationudellanguage to ensure that the benefits
would not be considered mental health benefitsthaticarriers would be allowed to
apply exclusions and limitations similar to thosedther medical services, such as
prohibition of providers from treating relativesctsion of experimental medical care
and unproven treatments for ASDs, and exclusiastioér experimental treatments. Two
such examples are art therapy and chelation théeapsactice of removing all heavy
metals from the child — this has resulted in sexiside effects and even death).
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Independent Cost Estimates

The challenges of developing costs for the mandsgedces are highlighted by the
variability in insurers’ cost estimates for mandbaeitism benefits as well as some of the
insurers’ comments regarding projecting costs arefamming anticipated administrative
difficulties. Due to these challenges, it was eg8alyimpossible to do any “bottom-up
pricing” by estimating the expected utilization amdt costs associated with specific
services by age to estimate costs.

To develop cost estimates, we had to use some jugigragarding treated prevalence, the
typical costs of a treatment program, and the efitage and the integration of
educational supports on treatment costs. In ligth® uncertainty associated with many
of the assumptions needed to develop cost estirf@tédse services, we developed a
range of estimates that provides some reasonatéigey to results.

Treated Prevalence We used the IDEA datasets and population daéadertain how
many diagnosed autistic children were accessingdiieation system in Maryland. As
shown previously, these numbers tend to spikearsik- to 11-year age band and are
lower at younger and older ages. Also, the IDEAadhies not include any specific data
for children under three, so we assumed that gdetdd prevalence would be some
portion of the three- to five-year-olds’ estimats. some younger children might not
access the educational system but could receivefilennder a mandate, we used IDEA
educational access data as a lower limit for tceptevalence.

Table 3
Estimated Treated Prevalence
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Intensity of Services by AgeAs noted previously, the Ganz study and theiNiag

JLARC analysis both indicated that ABA-associatests peaked at preschool ages and
then decreased for older children. We would aldwigate relatively intensive usage
from children two years or younger receiving treai) but not as intensive as the usage
for ages three to five, which we would expect tdlgest. In fact, our model assumes
that annual costs will be 60%, 80%, and 90% off#@ 000 maximum for ages three to
five. (These percentages represent the low, mu hegh estimates; for example, the low
estimate would be 60% of the $50,000 mandated maxinor $30,000; 80% represent
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an average annual cost of $40,000 and 90% repseapratverage annual cost of
$45,000).

In our review of data and information, simplifiediucost estimates could be $100 per
hour for OT, PT, or ST services, which would resulapproximately $5,000 annual cost
per weekly hour of therapy. For ABA, costs couldap@roximately $40 per hour (this
includes a mix of higher and lower-cost therapjgisapproximately $2,000 annual cost
per weekly hour of therapy. With intensive progrgrosgentially requiring five to 10

hours weekly for OT, PT, and ST, and 15 to 40 haweskly for ABA, costs for intensive
therapies for preschool-aged children could easieed the $50,000 annual maximum
under the mandate, so the average costs woulddngeapercentage of the maximum.
For older children, we would expect costs to dessesagnificantly, with a slope generally
consistent with the costs by age shown by Ganpugih we estimate that the decrease in
costs for older children would reflect a more gradiecreasing slope to account for the
likelihood that, at least initially, there could e expectation of higher ABA utilization
for older children who have not received ABA praisty. Costs would be expected to
decrease for older children for three main reasons:

= Successful early interventions will result in amased need for therapies.

= Unsuccessful therapies will result in coverageckmtain therapies being reduced or
terminated.

= Older children spend a larger percentage of tivee in school, where support
services are paid by schools rather than by insufidre time commitment associated
with intensive programs is not practical if insussdvices are received at times other
than during the school day.

Our estimates for the costs by age band are shelewbNote that the Ganz costs are
trended to 2007, and the costs by the Ganz agesl@adveighted to adjust for our use of
different bands. We use 2007 as the base year $®das the year for which we have
base premium data.

Table 4

Estimated Additional
Cost per ASD Child (2007 Dollars)
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Based on our estimates of the treated prevalenegical costs for the noted age bands,
and Maryland demographic data, we developed a rahgstimates of the total annual
costs that might be expected under our range ohgstsons. We translated these benefit
costs to a PMPM basis in 2007 dollars by dividingnh by the under-65 Maryland
population, and then adding administrative costeges based on typical insurer
administrative costs. These amounts were also ledéclias a percentage of per-member
premium based on small group premium data. Our toid, and high estimates as a
percentage of premium were 0.52%, 0.85%, and 1 @2¥e CSHBP per-member
premium. Summaries of these calculated amountsheren in Table 5.
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Table 5
Low Estimate
ASD Treated
Age Band %  Prevalence for Cost per Mandate Cost
Age Band  of Population Age Band Treated Child per Insured MM
Oto2 4.6% 0.09% $15,000 $0.63
3tob 4.5% 0.27% $30,000 $3.66
6to11 8.5% 0.65% $19,659 $10.77
12t0 17 10.3% 0.41% $6,758 $2.84
18to 20 4.6% 0.41% $2,625 $0.49
32.4% $18.39
Admin Estimate $1.49
Admin % of Premium 7.50%
Premium Increase Per Member $19.89
MD 2007 Small Group Premium per Member $3,801
Premium Increase % of Premium 0.52%
Mid Estimate
ASD Treated
Age Band %  Prevalence for Cost per Mandate Cost
Age Band  of Population Age Band Treated Child per Insured MM
Oto2 4.6% 0.14% $20,000 $1.25
3tob 4.5% 0.41% $40,000 $7.33
6to11 8.5% 0.67% $26,212 $14.81
12t0 17 10.3% 0.53% $9,011 $4.95
18to 20 4.6% 0.53% $3,499 $0.85
32.4% $29.20
Admin Estimate $3.24
Admin % of Premium 10.00%
Premium Increase Per Member $32.44
MD 2007 Small Group Premium per Member $3,801
Premium Increase % of Premium 0.85%
High Estimate
ASD Treated
Age Band %  Prevalence for Cost per Mandate Cost
Age Band of Population Age Band Treated Child per Insured MM
Oto2 4.6% 0.27% $22,500 $2.82
3to5 4.5% 0.54% $45,000 $10.99
6to1l 8.5% 0.67% $30,455 $17.21
12to 17 10.3% 0.67% $12,153 $8.35
18to 20 4.6% 0.67% $3,499 $1.06
32.4% $40.44
Admin Estimate $5.78
Admin % of Premium 12.50%
Premium Increase Per Member $46.22
MD 2007 Small Group Premium per Member $3,801
Premium Increase % of Premium 1.22%

These independent estimates are within the randeawe observed in other studies.
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We have made no attempt to differentiate betwekrdsts and marginal costs, as some
autism services are covered under the habilitatreices mandate. We did not have any
hard data to estimate their costs, which we woxftket to be relatively low compared
with the costs of the additional services undes thandate, especially ABA services.

Table 6: Summary of Cost Estimates for Autism Bendfs

Cost

Estimated cost of mandated benefits as a

. 0.52% to 1.22%
percentage of average cost per group policy

Estimated cost as a percentage of average wage 0.07% to 0.17%

Estimated annual per employee cost of mandated

benefits for group policies $36 to $83
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2

Coverage of In Vitro Fertilization

Insurance Article15-810, Annotated Code of Marylgmhibits a health insurer, non-
profit health service plan, or HMO (carrier) froefusing to issue a policy providing in
vitro fertilization (IVF) benefits after: (1) an plicant is tested for infertility; or (2) a test
performed on an applicant results in a diagnosisekplained infertility or a similar
diagnosis. In addition, Section 15-810(b)(3) of thendate states that benefits must be
provided for outpatient expenses arising from I\Yégedures if the patient and/or the
patient’s spouse have a history of infertility ofeast two years, or the infertility is
associated witkndometriosis, exposure to diethylstilbestrol (DES)ckage or removal
of fallopian tubes, or abnormal male factors.

The proposed change to the mandate addressesrSEstR10(b)(3)(i) and specifies that
the duration of infertility will be counted withouégard to any pregnancy terminating as
a result of a miscarriage. Since Section 15-81€adly requires insurers to cover IVF for
beneficiaries who meet the current mandate’s requents, the additional cost of the
proposed change would result from a subset of wontenare not considered infertile
based on the definition of infertility under ther@nt mandate, or potentially women who
could meet the definition earlier due to a miseay®i not counting towards the “duration
of infertility.”

We anticipate that the mandate would largely affé€tcoverage for three groups of
women:

(1) Women (or couples) who have an underlying @mrdor conditions not
specified in the mandate, that could be expectedmoeive, but not carry a pregnancy to
term. These women have some underlying conditiahrésults in pregnancies being
terminated by miscarriage for which IVF has beeomghto be more effective than other
fertility treatments.
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(2) Women who have experienced at least one nniagarand are seeking
aggressive reproductive treatments and desire D&Hal its perceived higher likelihood
of producing a pregnancy relative to other treatisieat do not necessarily have an
underlying condition that would make IVF more effee.

(3) Women who have experienced a miscarriage ioriged number of
miscarriages who could potentially meet the tworyetertility requirement under the
current mandate, but who would meet it sooner utifdeproposed mandate.

A discussion of the medical, financial, and sosigbacts of this proposed mandate
follows.

Medical Impact

In this section, we answer questions regardingdv¥erage for women who have had at
least one miscarriage and a history of fertilitgldems.

» Does the medical community recognize IVF as beindfective in treating
patients with a history of miscarriages?

> Is IVF generally recognized by the medical communyt, as demonstrated by a
scientific and peer review of literature?

» Is IVF available and utilized by treating physiciars?

With the implementation of Section 15-810 of theurance Article, Maryland
recognized that IVF meets the medical efficacy negpents to become a mandated
benefit. A discussion of IVF’s merits has been rmysly reviewed by the Maryland
Legislature and therefore not replicated in thgore However, the proposed change to
the legislation does prompt the question of howdaive IVF is in treating infertility in
women who have had one or more miscarriages relatiother reproductive treatments.

A miscarriage is commonly defined as the loss fetas within the first 20 weeks of
pregnancy and may result from a variety of cauSsasomosomal problems, uterine
abnormalities, hormonal issues, immune system pro$)| and infections are among the
main causes. These factors also top the list fasesattributed to repeat miscarriates.

Additionally, women with the following characteiist are at a greater risk of
miscarriage’®

= Previous miscarriage

= Qverage 35

= Maternal illness

= Alcohol consumption — more than two drinks per day

= Cigarette smoking — over half a pack per day irsesahances significantly
= Excessive consumption of caffeine

%5 Marchofdimes.com: Medical References, Miscarridug://www.marchofdimes.com/professionals/1433D2Lasp

56 www.umn.edu: University of Maryland Medical Centstiscarriage.
http://www.umm.edu/altmed/articles/miscarriage-00®.htm
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According to the American College of Obstetriciamsl Gynecologists (ACOG):
Miscarriage is the most common type of pregnansy.|8tudies reveal that anywhere
from 10-25% of all clinically recognized pregnargigill end in miscarriage. Chemical
pregnancies may account for 50-75% of all miscayeis. This occurs when a pregnancy
is lost shortly after implantation, resulting ing@ding that occurs around the time of her
expected period. The woman may not realize thatsheeived when she experiences a
chemical pregnancy. Due to the nature of chemical pregnancies, we evoat

anticipate that they would have a significant intpgac IVF eligibility under the current or
proposed criteria, since they most likely would have been documented by medical
professionals or carriers.

The proposed changes in the mandated IVF covefragédstarget women who have an
underlying condition that allows them to conceivewever, does not allow them to carry
a pregnancy to term, and IVF would increase thaillood of a successful pregnancy
versus another means of treatment.

According to Alan Zwerner, MD, Mercer's Ob-Gyn coltant with extensive infertility
practice experience, elimination of counting misieges in determining the two-year
waiting period prior to initiating infertility trdenent is reasonable and fair. The primary
goal of infertility treatment is a live birth an@&thy baby. Miscarriages, by definition,
do not result in this outcome; i.e., a live birfierefore, it is reasonable to not count the
occurrence of a miscarriage when determining ifoaman is infertile. However, that said,
elimination of counting miscarriages should not iyipat IVF is the appropriate
intervention. The couple first needs to undergogachl, comprehensive work-up to
ascertain the underlying cause of the infertiktjaich will determine the recommended
clinical approach. IVF may by one of several pdssiteatments. For instance, if the
underlying cause of the miscarriage(s) is a geradormality of sperm, donor sperm
may be a more practical and less invasive apprtbahlIVF. If the underlying cause of
the miscarriage(s) is a structural uterine abnatgndhen IVF in and of itself will not
help the woman carry a fetus to a live birth.

One statistic that suggests that IVF should gelyemak be automatically covered is that
even without treatment, women who have had multipilcarriages have a 60 to 70
percent chance of a successful pregnah@ye decision to undergo IVF treatment or
cover it should be taken very seriously based erptitential risks associated with
multiple births which include greater risk of premr@ birth, low birth weight and birth
defects, as well as increased risks to the wonmeiyding high blood pressure and
postpartum depressioH.

57 American Pregnancy Associatidvjscarriage—guoting statistics from American College of Obsoéns and
Gynecologists, last updated 2007. http://www.angmzegnancy.org/pregnancycomplications/miscartige.

%8 Mayo Clinic Staff. “Pregnancy: Understanding Mistage.” January 23, 2008.
http://www.mayoclinic.com/health/miscarriage/PR0D09

%% Medical News Today. “Wall Street Journal ExamiRessistent Multiple Births After IVF As Doctors Igre
Guidelines.” October 10, 2005. http://www.medicalstoday.com/articles/31784.php
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Additionally, studies indicate that 30% to 40% oégnancies with three or more births in
the U.S. occur due to the implantation of more thenrecommended number of embryos
during IVF®° In the opinion of Mercer's medical staff, "Fronabing” and use of

multiple embryo implants raises medical and ethgslies. For example, if four embryos
survive, would the patient and physician contengpthe possibility of selective
harvesting? Although the likelihood of successeases with multiple implants, indeed
there is a significant price to pay from the addesits and compromised outcomes that
accompany multiple gestations.

In theory women who have had recurrent miscarriagmdd be most likely to seek IVF
treatment under the proposed mandate, although toerd also be another category or
women whose age makes conceiving more difficult wiay want to go directly to IVF
after a single miscarriage. An underlying conditieducing the likelihood that a
pregnancy would result in a live birth could masifeéself through recurrent miscarriages
which are a serious problem for a small percentdgeomen. In many cases there is
likely a persistent underlying cause for pregndoesg in a portion of the women who
have experienced recurring miscarriatfed/lomen who have had multiple miscarriages
are encouraged to have testing done to determéneritierlying cause. Discovering the
underlying cause allows for treatment to prevetirimiscarriages.

The overwhelming majority of procedures used tattrecurrent miscarriages do not
include IVF. Due to the invasive nature and emdalatress of IVF, most doctors would
recommend other treatments, and the mandate reghgaise of other treatments if they
are covered under the insurance contract. Howeweler certain circumstances, IVF
appears effective in treating recurrent miscarsagie 3% — 5% of all recurrent
miscarriages, a form of IVF treatment known asiprplantation genetic diagnosis can
be used to treat couples with chromosomal abnotiesfrom either the male or the
female — where the woman may be able to conceitehle chromosomal abnormality
causes the pregnancy to termin&t&/F allows doctors to examine an embryo for
chromosomal abnormalities before it is placed hatkthe womarf®

According to the Centers for Disease Contr@D®5 ART Repor70,068 advanced
reproductive treatment (ART) cycles were perfornmethe US in 2005 on women who
had not previously given birth. (Note that ART dN@& are generally synonymous). Of
those cycles, 27% were reported by women who hacdbomore previous miscarriages.
An analysis of the success rates showed that wawviterone or more previous
miscarriages were as likely to have a live birtlwasnen without a history of
miscarriages. Thus, ART procedures are currenilygogerformed on women with a
history of one or more miscarriages, and the siscobthose procedures does not appear
to be hindered by a history of miscarridge.

% |bid

51 |nvestigation of Treatment of Couples with Recntidiscarriage, Royal College of Obstetricians and
Gynaecologists. Guideline No. 17. http://www.rcag.ak/resources/Public/pdf/Recurrent_Miscarriagel Npdf

9 pid

% Brody, E. Jane. “Trying Again After Recurrent Masiages.'The New York TimeMarch 25, 2008.
http://www.nytimes.com/2008/03/25/health/25brod |htm

% Centers for Disease Control. “2005 ART Report.” @6tober 2007. http://www.cdc.gov/art/art2005/dtvaa. htm
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According to the Centers for Disease Control arev&mntion (CDC), a woman’s age is
the most important factor in the success of IVFe dlder the woman, the less likely IVF
will result in a live birth. This is especially gifor women over age 40. A study by the
CDC shows that 37% of ART cycles among women uader35 resulted in live births,
while only about 16% of cycles among women agee$@ited in live births. This
percentage decreases about 3% - 4% each yeaagét&0. Women who have had
fertility problems and at least one miscarriage Midae eligible to receive IVF treatment
earlier than the current mandate provides. Thisdcbe expected to increase the
pro6tgability of a successful IVF cycle for older wem particularly for women over age
40.

Mercer surveyed several major insurers that prog@erage in Maryland. The carriers
expressed concern over the increased cost anaiatikical rationale for the proposed
change. Their concern was that women would reddizdreatment despite a low chance
of a successful pregnancy. Additionally, carrigesmed the clinical definition of
infertility as the inability to get pregnant; a wésriage would not meet that definition.

Several insurers noted these concerns in survepmess, as follows:

» “The statistics on spontaneous abortions (SABgourrent pregnancy loss (RPL) is
[are] varied since many pregnancies result in dady that is not reported and in fact
the woman may not even know that she is pregnaiihe.benefit of IVF as a
treatment for SAB/RPL is unclear and unproven.... potential for identifying a
large population as having a history of SAB coupiéith varied and unproven
treatment methodologies creates an environmentuoovel to over- and mis-
utilization....”

= “...proponents of the legislation should be askeprtivide the clinical research/study
results documenting that women with a history ofcarriages can safely and
successfully carry to term a baby conceived thraifgh”

Similar concerns were expressed during a confereamit@among some of the medical
directors from major insurers in Maryland, the MHG@Dd Mercer: During the
conference call, it was noted that there are mamges for multiple miscarriages, and
identifying the underlying cause(s) is more impott@ a successful delivery. By
definition, if a woman has had multiple miscarriagehe has been able to conceive.

The medical directors on the conference call inéddhat infertility is now generally
defined clinically as greater than one year of f@gunprotected intercourse without
conceptionMost IVF protocols allow eligibility for IVF afteonly one year of infertility,
as opposed to the existing law’s two-year requirgme

Ignoring pregnancy and miscarriage occurring dutiregtwo-year period required in
Maryland law effectively accelerates the eligilyilior IVF by months or years. Some
natural pregnancies that might have normally oezbafter 13, 14 or 15 months of
"infertility" as it is customarily defined will bpre-empted.

% Ibid
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Shortening the time interval during which women bagin IVF will increase the
likelihood of a successful pregnancy in large plat to the patient being younger by
roughly one year. Furthermore, the mandate limithgtreatment to three cycles does
encourage fertility specialists to "front load" amgke multiple embryo implants. This
raises medical and ethical issues. For exampleurfembryos survive, would the patient
and physician contemplate the possibility of s@kedharvesting? Although the likelihood
of success increases with multiple implants, indbede is a significant price to pay from
the added costs and compromised outcomes that aacymmultiple gestations.

Social Impact
In this section, we address the following:

» To what extent will the proposed change generallyebutilized by a significant
portion of the population?

» To what extent is the insurance coverage already gerally available?

» To what extent does lack of coverage result in indiduals’ avoiding necessary
health care treatments?

» To what extent does lack of coverage result in unasonable financial
hardship?

» What is the level of public demand for the servicés

» How interested are collective bargaining agents inegotiating privately for
inclusion of this coverage in group contracts?

» To what extent is the mandated health insurance seice covered by self-
funded employers in the state with at least 500 erfgyees?

The CDC is required to oversee all advanced remtodutreatments (ART). In 2008, it
released the results for cycles that began in Z0B& report shows that, from a reported
422 clinics, there were 92,405 cycf8€omparing this with the 6.1 million women with
infertility problems, the number and percentagentdrtile women who choose some
form of ART is relatively small. Likewise, utiliziain for the entire population is even
smaller®’

In Maryland, of an estimated 740,000 women of chiééring ag® with employer-based
coverage, the number of CDC-reported cycles wag4ij®2005>° This would indicate

an incidence of approximately 6 per 1,000 womechdlfl-bearing age, or 1 per 1,000 for
all members. In either case, the benefit would setby a small portion of the

% Ibid, 85
57 National Center for Health Statistics. Infertilityttp://www.cdc.gov/inchs/FASTATS/fertile.htm
%8 US Census Bureau. Health Insurance Table Crdattpr//www.census.gov/hhes/wwwi/cpstc/cps_table tordaml
8 Centers for Disease Control, 280-286
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population. The relatively low incidence of IVF @&tenent does limit the number of
settings in which it is performed, and availabilgyless widespread in geographic areas
with limited populations. As the 2005 CDC data gaded, IVF was performed at only
seven sites in Maryland that year.

Maryland currently mandates IVF coverage after ayear infertility period and for
infertility associated with certain factors. Carsienust provide three in vitro fertilization
attempts per live birth, at a maximum benefit o0@,000. The change in the mandate
language would cover additional women, or cover eonrmooner who have experienced
miscarriages.

In general, carriers do not recognize infertilitgattment as medically necessary.
Although there may be health effects associatel mfertility, and the lack of access to
infertility treatment may contribute to mental tbaksues involving stress or depression,
most carriers would consider infertility treatmanthoice, rather than a necessity, as
there are no direct medical consequences for pedpdedo not seek IVF treatment.
Regardless of necessity, we would also questioappeopriateness of mandating
coverage of IVF for individuals when there is nodical evidence to suggest that IVF
would result in a better outcome than other medams potentially have IVF treatments
covered by the mandate. Some have asserted thatgéecy for curing infertility is

rather low compared with other medical priorit/és.

The financial impact for the individuals affectegthe mandate is significant. In the
Financial Impactsection of this report, we note a per cycle c6§tl®,000 to $20,000.
The changes in the proposed mandate would allove seomen to become eligible for
IVF coverage who previously were not, and othersgcome eligible for covered
benefits sooner. The financial hardship for womea their families who pay for IVF
treatments out-of-pocket could be significant, hegreas noted in many cases there are
alternative, frequently utilized lower-cost altetimas to costly IVF treatments available.
While the actual number affected would be smadirehwould likely be a great deal of
demand in receiving this benefit by those affected.

All collective bargaining agents who respondedh® durvey indicated that this benefit
was already covered. However, it is quite posdiidé the bargaining agents are not
totally conversant with all of the details of theurrent benefits. This is a rather “subtle”
change in the verbiage. Mercer also surveyed sps@sml administrators of self-funded
plans and determined that coverage of IVF benaitdefined in the current Maryland
mandate varied. Generally, coverage varied fromezao carrier, and specific coverage
was also plan specific and based on the plan spsrseference. One carrier noted that
the IVF coverage consistent with the current mameats not part of any self-insured
plan, while another indicated that all self-insuptahs had benefits consistent with the
current mandate.

Financial Impact

" Mandated Benefits Review by the Pennsylvania He2ére Cost Containment Council. March 2006.
http://www.phc4.org/reports/mandates/HR400/docstateHR400report.pdf
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The commonly accepted definition of infertilityi2 months or more of unprotected
intercourse without pregnanéyand the current provision in Section 15-810(by3he
Insurance Atrticle states that the duration of itiligr must be at least two years (or the
infertility must be associated with certain facydim benefits to be provided. Since
Section 15-810 already requires insurers to covErfor beneficiaries who meet the
conditions in the current mandate, the additional of the proposed change would be
for those groups of women identified in the firage of this report.

Data from the 2005 CDC ART study for Maryland irated that 4,078 IVF cycles were
undertaken at Maryland facilities in 200B5We could make the assumption that the vast
majority of these IVF treatments would be providedsured individuals though the
treatments may not be covered. We are also assuhahthe cost per cycle ranges from
$15,000 to $20,000 — which is consistent with tlep&tment of Legislative Services’
HB 701:Fiscal and Policy Note and that a woman undergoing IVF treatment would
have 1.5 cycles per year, which is consistent mithprior MHCC in vitro analysis,
conducted in 2002. We note that our analysis of ibmgact is not nearly as sensitive to
the per-cycle cost assumptions as it is to thert@miogy and necessary ranges around
other assumptions related to the estimates ofuh&oer of treatments affected by the
proposed mandate and the expected increase intiNZation.

Determining exactly how many additional cycles vebboké undertaken or undertaken
sooner, and how many cycles that would have bedartaken, anyway, in the absence
of the revised mandate and paid for out-of-poclketlse they did not qualify for
coverage under the existing mandate is challen@pgcific information and data on the
nature of the reason for the IVF treatment, thégrce and timing of miscarriages for
those who have received IVF, and the incrementditiadal women eligible for covered
IVF treatments based on the revised eligibilityesta who would now utilize IVF do not
appear to exist.

As noted previously, 27% of the national IVF cyadle2005 for women who had never
given birth were reported for women who had had@n@ore previous miscarriages.
Based on this statistic, 27% is a reasonable stppiint for an estimate of the total
percentage of IVF cycles that could be impactethieychange in the mandate eligibility
requirements. As this 27% is only a reasonableis¢apoint for the percentage of IVF
treatments under the current mandate that could theair coverage impacted by the
proposed mandate, a range could be 20% - 35%. Wiklweapect that coverage could be
impacted for this group in the following manner:

(1) No effect (e.g., women who have one of thedigel conditions -
endometriosis, exposure to diethylstilbestrol (DHE)ckage or removal of fallopian
tubes, or abnormal male factors and would alre&dgdvered)

(2) Covered sooner (e.g., women who could meettinent two year
requirement, but will meet it sooner by not consitlg miscarriage(s) in the two year
period)

" Definition of Infertility. http://www.medterms.cofscript/main/art.asp?articlekey=3977
2 Centers for Disease Control, 280-286
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(3) Covered when previously not covered (e.g., ldoot be expected to meet
the two year period for infertility under the curtenandate due to miscarriage(s))

As part of the financial impact analysis, we haseéneated the additional costs associated
with the IVF cycles that would be performed under turrent mandate for women who
have had miscarriage(s), but could be coveredrdiftty under the proposed mandate as
noted in (1) — (3) above. In order to do this, vael ko develop estimates as to the
percentage of the IVF cycles undertaken by women lndve had miscarriages that under
the proposed mandate would be covered in the saaneen be covered sooner, and
would now be covered but were not previously.

In estimating the cost of accelerated service$\br we have assumed that services
would be provided one year earlier and that the isdsased on the time value of money,
assuming a 5% interest rate.

In addition, we need to consider additional cds#t thay be incurred for IVF treatments
undertaken by women who would seek IVF due to dleethat it would be covered under
the proposed mandate. We have based the estinfdtesaditional IVF cycles
undertaken by developing a range of estimatedoiricreased IVF utilization based on
a New England Journal of Medicine study of theat#hce in utilization when IVF is
covered by insurance mandates versus when it i§ not

" Tarun Jain, M.D., Bernard L. Harlow, Ph.D., andrMB. Hornstein, M.D. “Insurance Coverage and Ontes of in
Vitro Fertilization.” The New England Journal of Medicin@ctober 29, 2002.
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Our resulting estimate of the incremental coshefd¢overed benefits is approximately
0.03% — 0.22% of premium, as outlined in Table [bwe

Table 7: Estimated Cost of Mandated In Vitro Benets

Scenario

Low Mid High
Total Number of Cycles in Maryland per CDC Data 4,078 4,078 4,078
Estimated Cost per In Vitro Cycle $ 15,000 $ 17,500 $ 20,000
Estimated Maryland In Vitro Cost with Current Mandate $ 61,170,000 $ 71,365,000 $ 81,560,000
% of IVF Cycles for Women who have had a Previous M iscarriage 20% 27% 35%
Total Cycles Currently Undertaken by Women having Prior Miscarriage 816 1,101 1,427
Impact of Mandate for Currently Performed IVF
(1) % of Cycles Unaffected by Mandate 60% 40% 20%
(2) % of Accelerated Cycles 20% 30% 40%
(3) % of Cycles Covered by Proposed Mandate Previously Uncovered 20% 30% 40%
Cost per Cycle of Proposed Mandate for Currently Pe  rformed IVF
(1) Cycles Unaffected by Mandate $0 $0 $0
(2) Accelerated Cycles $750 $875 $1,000
(3) Cycles Covered by Proposed Mandate Previously Uncovered $15,000 $17,500 $20,000
Cost of Proposed Mandate for Currently Performed IV F
(1) Cycles Unaffected by Mandate $ - $ - $ -
(2) Accelerated Cycles $ 122,340 $ 289,028 $ 570,920
(3) Cycles Covered by Proposed Mandate Previously Uncovered $ 2,446,800 $ 5,780,565 $ 11,418,400
Cost of Proposed Mandate for Currently Performed IV F $ 2,569,140 $ 6,069,593 $ 11,989,320
Cost of Additional IVF Cycles
Multiple of Cycles Covered by Proposed Mandate Previously Uncovered 100% 139% 177%
Cost of Additional IVF Cycles due to Proposed Manda  te $ 2,446,800 $ 8,006,083 $ 20,210,568
| Total Additional Cost $ 5015940 $ 14,075,676 $ 32,199,888
Approximate Employer Based Coverage Cost $14,376,246,170 $14,376,246,170  $14,376,246,170
Current Mandate Base Cost/Year (Per member) 15.50 17.27 18.40
Marginal Additional Cost/Year (Per member) 1.33 3.72 8.51
Proposed Mandate Full Cost/Year (Per member) 16.82 20.99 26.91
2007 CSHBP Premiums $1,587,121,749  $1,587,121,749 $1,587,121,749
2007 CSHBP Member Months 5,010,080 5,010,080 5,010,080
2007 CSHBP PMPM Premiums $317 $317 $317
Base Cost/Year as % of SG Per Member Premium 0.41% 0.45% 0.48%
Incremental Cost/Year as % of SG Per Member Premium 0.03% 0.10% 0.22%

We have not included any additional costs assatiatith the increase in complicated
pregnancies, live births, and multiple births ttat be expected from the increased
accessibility to and utilization of IVF. This isfficult to quantify and the mandate will
likely impact costs in multiple ways that are offseg to some extent. If we assume
additional IVF cycles are undertaken, then therald/be an expected increase in costs
for high risk pregnancies and multiple births. Hoes it is also likely that the
corresponding costs for IVF cycles that were presip paid for out-of-pocket could be
lower as these women potentially would implant @aken number of embryos if the costs
of the IVF cycles are covered. Also, the costgi@-natal care, live births, including
multiple births, resulting from self-pay IVF ardleeted in the current premiums, since
the insured health plans would be responsible fematal care, etc. regardless of how the
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woman conceived. Additionally, our range of cogineates does not include the impact
of cost-sharing provisions.

Table 8 summarizes the detailed cost estimatedaj@mabin Table 7. Note that most of

the costs of the mandated in vitro benefit as coptated in the proposed mandate are
covered under the current in vitro benefit. We wilogkpect that the incremental impact
of newly covered in vitro benefits would be to iease costs by about 10% — 40%.

Table 8: Summary of Full and Marginal Cost Estimates for In Vitro Benefits

Full Cost Marginal Cost

Estimated cost of mandated
benefits as a percentage of 0.44% to 0.71% 0.03% to 0.22%
average cost per group policy
Estimated cost as a percentage of
average wage
Estimated annual per employee
cost of mandated benefits for $30 to $48 $2 to $15
group policies

0.06% to 0.1% 0% to 0.03%

In a survey of some of the larger insurers in Mamg, only three respondents provided
any estimate as to the cost impact. These estimatged from a premium increase of
0.1% of premium to “maybe 1 - 2%” of premium. Inist clear how much rigor went into
the cost analyses done to develop these estintétegever, the low-end estimate falls
within our range of estimates, and any estimatecease of 1% or more would
essentially require the assumption that the coBfefwould roughly triple assuming that
current IVF costs are about 0.5% of premium. #Is0 possible that the carrier estimates
assume other significant costs (e.g., multiplenkirthat we did quantify in our estimates.

Two insurers also provided estimated costs peroytc$12,000 and $21,000, and it was
unclear what was included in those amounts (ini\f& treatment only, or initial

treatment plus other services, costs associatédmaittiple births, etc.). This would
indicate that our per-cycle cost estimates of $1% 10 $20,000 are reasonably consistent
with carrier estimates.
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