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Agenda for Today

= Background on the Parity Act and
Why It Is Needed

= Open Q&A and Audience Dialogue

= Research on the Impact of the Parity
Act, with Case Examples

= Implications of the Parity Act for
Employers and EAPs

= Open Q&A and Audience Dialogue
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Background on the Parity Act

= The Paul Wellstone and Pete Domenici
Mental Health Parity and Addiction Act
passed into law on October 3, 2008

= For most organizations, the law went into
effect on January 1, 2010

= Significant upgrade from the first Mental
Health Parity Act of 1996

= Two key changes: Parity now covers
addictions and self-insured employers

= Applies to businesses with 50+ employees

w

Core Provisions of the Act

= The Act requires benefits plans to provide
parity between the financial requirements
and treatment limitations for mental health
and substance abuse benefits and those for
medical and surgical benefits

= “Financial requirements” must be in parity:
Deductibles, copayments, coinsurance, out-
of-pocket cost, annual and maximum limits

= “"Treatment limitations” must be in parity:
Number of visits, days of coverage,
frequency of treatment
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Other Provisions of the Act

= Requires out-of-network coverage for
MH and SA if available for medical and
surgical

= Explanation for any denial of benefits
and the criteria for medical necessity
must be disclosed (if requested)

* The law does not specify which MH and
SA disorders are covered

= Stronger state parity laws preempt the
national law, otherwise national law’s
provisions apply

= Parity Act covers MH and SA carve-out
plans managed by a separate vendor

Why Parity Is Needed

= The high prevalence of MH and SA disorders in
the workplace:

— An estimated 9% of employed people suffer
from alcohol abuse or dependence.

— Approximately 8% of workers engage in illicit
drug use or prescription drug abuse.

— Depression and mood disorders affect an
estimated 9% of the American workforce.

— 11% of employees suffer from serious anxiety
disorders.

= Altogether, 30% of working adults meet criteria
for requiring professional care for mental health
disorders or substance abuse each year.
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Why Parity is Needed (Cont.)

The high comorbidity rates for MH and SA with
medical health conditions. For example:

Why Parity Is Needed (Cont.)

The high cost of untreated MH and SA
disorders in the workplace. For example:

— Employees with serious MH and SA problems
are off on paid sick leave twice as much as the
company average.

— Workers who suffer from MH disorders, such
as depression, have between 80% to 100%
more disability days off work.

— On-the-job injuries are 40% more likely
among those working individuals with serious
mental health, alcohol or drug problems.

A recent study of the direct and indirect costs
of nine common mental health conditions found
that the bulk of all costs (85%) were related to
work productivity losses.
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7

Copyright©2010L, _ . . ..., —,—cie . e e e ) me i p—immim ——— —. ...— —._._.O CcONference participants
receiving it, and other reproduction or use without wrltten perm|SS|on from EAP Technology Systems Inc. is prohibited.



EAP Advanced Training Institute™

The Mental Health Parity and Addictions Equity Act: What Are the Research Implications for Employers
and EAPs?

Why Parity Is Needed (Cont.)

= The low utilization by covered employees of
their existing MH and SA benefits.

= Only approximately 10% of the workforce
receive care each year for MH and SA disorders.

Those Who
Need Help
Those _Who Unmet
Receive
Need
Help
0% 10% 20% 30%

Percent of All Employees

Open Audience Dialogue

Questions on the provisions of the
Parity Law and why the law is needed?

= Has anyone in the listening audience
had experience with parity because it
has already been implemented within
your state or company?

= The operator will now open up all the

lines. Please place your phones on
mute when not speaking.
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Who Has Parity in 2009?

= Parity is not a new development.

= Many organizations have parity with
mental health benefits (less with
substance abuse), including:

— The federal government since 2001
— 45 of the 50 states
— Majority (61%) of large employers in

the private sector
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Three Methods of Research on
Impact of Parity

= Actuarial estimation studies
= Retrospective actual experience

= Case studies of employers

12
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Actuarial Research Method

Method: Estimate future costs based on trends
from past data on use and costs

Results: Most studies projected small increases

0.2% - 2007 Congressional Budget Office national study
0.1% - 2007 Milliman Consulting national study
0.6% - 2007 State of California study

0.2% - 2008 State of Massachusetts study

Interpretation: Thus, expected increase in MH/SA
services use associated with very small increase in
overall cost of benefits coverage - range of $2 to $6
per every $1,000
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Retrospective Research Review

REVIEW by Ensuring Solutions / GW University

Method: Review of 11 other studies of different
states’ experiences after implementing parity laws
specific to substance abuse treatment.

Results: Small increase of 0.2% in overall cost of
health care premiums paid by states, with
increased appropriate use of SA treatment services
and offsetting cost reductions in other areas.

Interpretation: Cost reductions were because of
treatment shifted from hospitals to outpatient
providers and because of introduction of managed
care carve-out behavioral health programs.

14
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Retrospective Research Survey
of Adults

Study of National Survey on Drug Use and Health

Method: 80,000+ adults with private health
insurance and who had mental health distress.
Quasi-experimental design compared self-reported
changes in mental health service use within states
pre parity versus post parity to annual changes in
the same calendar year for service use within other
comparison states that did not change parity.

Results: In parity states, after the law there was
slight increase in the rate of use of mental health
care services among the mild (1.2%) and moderate
(1.8%) cases, but not for severe cases.

Interpretation: Parity law states had appropriate
increases in use of MH services.
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Retrospective Research Survey
of Children

Child Mental Health

Method: National study of over 38,000 families in
2000-2002 from the National Survey of Children
with Special Health Care Needs. Quasi-
experimental design compared use and costs in
parity states versus states without parity.

Results: Living in a parity law state was
associated with fewer families with out-of-pocket
care costs > $1,000 (21% vs 28%) and other
measures.

Interpretation: Living in a parity law state
reduced the health care related financial burden
on families of children with mental health care
needs.

16
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Retrospective Research Claims
Study

Federal Employees Health Benefits Program

Method: Quasi-experimental designs comparing
annual changes in rates of use and costs measured
in claims data from multiple health plans.

Results: Parity lowered MH/SA out-of-pocket costs
in most plans studied and parity did not
significantly increase rates of use or increase the
average total spending for MH/SA. Similar findings
also for covered children and adolescents. A switch
to use of managed care ‘carve-out’ plans also
happened over same time period.

Interpretation: Parity reduced the personal
financial burden on adults and families of children
with MH/SA needs but did not increase levels of use
in the population as much as anticipated.
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Employer Case Studies
» Large Employers:
— JPMorgan Chase

— Pitney Bowes
— DuPont

» Smaller Employers:
— Weingarten Realty Investors
— Houston Texans

— Houston Chronicle

18
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Summary of Research Studies

= Results from over 20 different actuarial and

retrospective studies at the state and national
levels consistently provide evidence that creating
parity for MH/SA services:

—Has a negligible effect on overall health costs
—Significantly reduces user out-of-pocket costs

—Slightly drives up the use of services for mild
and moderate severity cases - people who
may otherwise postpone care due to cost; with
no effect on inpatient high severity cases

—Increases social acceptance of MH/SA
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Limiting Factors

Legal Options - it is not a mandate to offer
benefits for MH/SA

Company Size - Employers <50 staff excluded

— 95% of the 8.6 million private sector employers in
the US had less than 50 employees (BLS, 2007).
This translates to 44% all private sector employees
~ 50 million workers

Cost-Shifting Benefit Plans - *Consumer-directed’
high-deductible models increase employee cash
payments for care before insurance pays

High Out of Pocket Medication Costs

Shortage of qualified providers for MH/SA

20

B~ A e TTim—aT oo e A R e

.- -.—-.0 conference participants

receiving it, and other reproduction or use without wrltten perm|SS|on from EAP Technology Systems Inc. is prohibited.



EAP Advanced Training Institute™

The Mental Health Parity and Addictions Equity Act: What Are the Research Implications for Employers

and EAPs?

Limiting Factors (Cont.)

Lack of enough referrals to MH/SA by

Brlmary care doctors & by some EAPs/other
enefits

Variations in the quality of care that is
provided

Divided delivery of care systems for medical
vs mental health can restrict access and
quality

Relatively low severity of MH/SA disorders
among working populations vs unemployed

Overcoming stigma and discrimination in
general
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Implications for Employers

Must restructure and design benefits to
meet the law’s requirements

Manage benefits to optimize quality and
value of MH and SA services

Educate employees about the new MH
and SA benefits

Consider adding brief screening tools to
HRAs, wellness programs, and other
workplace health initiatives to identify
those with MH or SA issues

Develop formal integration of MH and SA
benefits with other workplace health and
medical programs

22
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Implications for EAPs

= Reassure employers that the Parity Act
will likely have little net cost impact on
health care claims

= Educate top-level management on the
Parity Act’s potential business value
associated with successfully treating
MH and SA problems

= Educate and reach out to employees
about the new benefits and re-educate
them about the availability and use of
the EAP
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Implications for EAPs (Cont.)

= Increase referral of appropriate cases
for outside treatment to take
advantage of better MH and SA
benefits coverage

= Closely manage cases referred for
outside treatment to maximize
return-on-investment (ROI) to the
organization

= Seek out opportunities to collaborate
with other workplace programs on
case finding, brief interventions,
treatment and follow-up

24
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Open Audience Dialogue

= Questions on the Parity Act or
today’s presentation?

= Open dialogue among presenters and
audience members, as time allows.

= The operator will again open up all

lines. Please remember to put your
phones on mute when not speaking.
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