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This report was prepared as required pursuant to West Virginia Code Section 33-16-3a.(a)(5).  This section requires the commissioner to report on or before the thirty-first day of December, two thousand five, and annually thereafter to the Legislature's joint committee on government and finance and the committees on insurance of the respective houses of the Legislature regarding the fiscal impact upon insurance companies of providing mental health benefits and which insurance companies’ expense of providing mental health benefits have exceeded the percentage limits established by this subsection.
The section was enacted during the 2002 Regular Legislative Session and designed to create parity between mental health and medical surgical-benefits. This report summarizes the findings based on data provided by the thirty-one insurance companies reporting their loss experience for the years 2001 through 2005.
Mental Health Parity Benefit Requirements and Cost Containment Measures
West Virginia Code Section 33-16-3a requires that each health benefit plan issued by an insurer shall provide benefits to all individual subscribers and members and to all group members for expenses arising from the treatment of serious mental illness
.  This section also ensures that any cost containment measures that are not applicable to medical-surgical benefits are also not applicable to mental health benefits until demonstrated to be actuarially necessary.  The insurer may make determinations of medical necessity and appropriateness, and may use health care quality and management tools, which may include but are not limited to utilization review, use of provider networks, implementation of cost containment measures, pre-authorization for certain treatments, setting coverage levels (including the number of visits in a given time period), using capitated benefit arrangements, using fee for service arrangements, using third party administrators and using patient cost sharing in the form of copayments, deductibles and coinsurance.  The expenses shall not include custodial care, residential care or schooling.

An insurer may apply additional cost containment measures, upon approval of the commissioner, if the insurer submits actuarially certified information to the commissioner demonstrating that its total anticipated costs for the first year of implementation for treatment of mental illness for any plan will exceed two percent, or one percent for any group with twenty-five members or less, of the total costs for the plan.  Each year thereafter the insurer is required to submit actuarially certified information to the commissioner demonstrating its total costs for treatment of mental illness will exceed or have exceeded two percent, or one percent for any group with twenty-five members or less, for the plan in the base period
.  
For purposes of this section, a treatment for mental illness will be determined by inclusion of the treatment in the diagnostic response groups, diagnostic codes, pharmaceutical classes or therapeutic classes related to mental illness as determined by the current American Psychiatric Association’s Diagnostic and Statistical Manual of Mental Disorders, as periodically revised.  If a treatment is included in one or more diagnostic related groups, diagnostic codes, pharmaceutical and/or therapeutic classes, it shall be included in the insurer’s calculations and actuarial assessment for total anticipated costs.  The total anticipated costs must be based on actual claims data, and may not be based on an increase in insurance premiums.

If an insurer anticipates that its total costs for treatment of mental illness for any plan will exceed or have exceeded two percent, or one percent for any group with twenty-five members or less, of the total costs for such plan in any base period, the calculation used as part of an application to implement cost containment measures intended by the insurer to maintain costs below the two percent or one percent of total costs threshold is determined by dividing the total anticipated costs for mental health during the base period  by the total anticipated costs during the base period for that plan.
Mental Health Parity Reporting Results

The attached spreadsheets labeled “Exhibit A” contain the experience of thirty-one insurance companies that offer group health benefits in West Virginia and who are required to provide “mental health benefits”.  These companies provided reports containing five years of data (2001 through 2005) for mental health claims benefits verses the total claims for all benefits.  This analysis report examines their ratio of mental health benefits to all benefits (MH ratio) for each year prior to the implementation of mental health parity legislation in 2003 and compares those calculations to the MH ratios for each year after implementation.  

As of the date of the filing of the instant analysis report, not all insurance companies subject to the reporting requirements contained in West Virginia Code of State Rules, Title 114, Series 64 and 66 had submitted their mental health parity expense reports.  The companies that did not report data for 2005 represent approximately 0.2% of the overall claims for all benefits based on data reported for 2004.  Therefore, the addition of their data is not significant enough to impact the results of the findings in this report.
Mental Health Parity Cost Analysis of Significant Increase 

Of the thirty-one companies reporting, there were only four companies that had any significant increase in the MH ratio after implementation of the legislation ((1)Continental General Insurance Company; (2)Optimum Choice, Inc; (3)New York Life Insurance Company; (4)MEGA Life insurance Company).  Results of the MH ratios for each of these companies is explained more fully below.  The results were taken from Exhibit A and by using a comparison of prior and post implementation. 
1. Continental General Insurance Company – Prior to the legislation, the MH ratio for this company was 1.57% in 2001and 3.26% in 2002 for a 2.40% average.  The MH ratio after the legislation increased to 8.68% in 2003; however, it fell to 2.69% in 2004, and then increased to 3.93 in 2005 for an average of 5.06% which is approximately two times the level prior to the legislation.  Although this company was eligible for cost containment measures, it did not apply for any such measures.

2. Optimum Choice, Inc. – Prior to the legislation, the MH ratio was 2.21% in 2001 and 2.24% in 2002 for an overall ratio of 2.22%.  The MH ratio after the legislation was 5.14% in 2003, 3.37% in 2004, and 4.14% in 2005.  This resulted in an overall ratio of 4.25% which represents approximately a 90% increase in the cost of mental health benefits following legislation.
3. New York Life Insurance Company – Prior to legislation, the MH ratio for this company was 1.54% in 2001 and 2.52% in 2002 for an average of 2.39%.  The 2003 MH ratio was 2.21; however, in 2004 the MH ratio increased significantly to 10.64% and then fell to 3.98 in 2005.  This resulted in an average MH ratio of 5.40% which is approximately twice the level prior to the implementation of the legislation.
4. MEGA Life Insurance Company – Prior to the legislation the MH ratio for this company was 3.41% in 2001 and 5.08% in 2002 for an average of 4.37%.  The 2003 MH ratio was 4.66%; however, the data indicated a significant increase to 12.31% in 2004 but fell to 6.11% in 2005 for an average MH ratio of 8.03%.  This represents approximately an 80% increase in the cost of mental health benefits since the implementation of the legislation
Although these four companies have experienced significant increases in the cost of mental health benefits since the implementation of the legislation, none have applied for cost containment measures.
Report Results Overview

Prior to implementation of the legislation, nine companies ) reported mental health benefits in excess of two percent of the total for 2001 ((1)Optimum Choice, Inc.; (2)MAMSI Life and Health Insurance Company; (3)The Health Plan of the Upper Ohio Valley; (4)Pacific Life & Annuity Company; (5)United Healthcare Insurance Company; (6) MEGA Life Insurance Company; (7)Connecticut General Life Insurance Company; (8) Carelink Health Plans Inc. (9)Coventry Health and Life Insurance Company).

In 2002 eleven companies reported mental health benefits in excess of 2% ((1)Optimum Choice, Inc.; (2)MAMSI Life and Health Insurance Company; (3)The Health Plan of the Upper Ohio Valley; (4)Pacific Life & Annuity Company; (5)United Healthcare Insurance Company; (6) MEGA Life Insurance Company; (7)Continental General Insurance Company; (8)New York Life Insurance Company; (9)Connecticut General Life Insurance Company; (10)Carelink Health Plans Inc. (11)Coventry Health and Life Insurance Company).  

After implementation of the legislation fourteen insurance companies reported mental health benefits in excess of two percent of the total for 2003 ((1)Optimum Choice, Inc.; (2)MAMSI Life and Health Insurance Company; (3)The Health Plan of the Upper Ohio Valley; (4)Pacific Life & Annuity Company; (5)United Healthcare Insurance Company; (6) MEGA Life Insurance Company; (7)Continental General Insurance Company; (8)New York Life Insurance Company; (9)American Heritage Life insurance Company; (10)Guardian Life Insurance Company; (11)Nationwide Insurance Company;  (12)Connecticut General Life Insurance Company; (13)Carelink Health Plans Inc. (14)Coventry Health and Life Insurance Company).

For 2004 twelve insurance companies reported mental health benefits in excess of two percent ((1)Optimum Choice, Inc.; (2)MAMSI Life and Health Insurance Company; (3)The Health Plan of the Upper Ohio Valley; (4)Pacific Life & Annuity Company; (5)MEGA Life Insurance Company; (6)Continental General Insurance Company; (7)New York Life Insurance Company; (8)Union Labor Life insurance Company; (9)Aetna Life insurance Company; (10)Connecticut General Life Insurance Company; (11)Carelink Health Plans Inc. (12)Coventry Health and Life Insurance Company).
Lastly, in 2005 ten insurance companies reported mental health benefits in excess of two percent ((1)Connecticut General Insurance Company; (2)Continental General Insurance Company; (3)Golden Rule Insurance Company; (4)New York Life Insurance Company; (5)Markel Insurance Company; (6)Health Plan of the Upper Ohio Valley; (7) Pacific Life & Annuity Company; (8) MEGA Life Insurance Company; (9)Carelink Health Plans Inc. (10)Coventry Health and Life Insurance Company).

Mental Health Parity Cost Containment Measures Applied For
The Health Plan of the Upper Ohio Valley was the only company to apply for cost containment measures in 2004 and it has also filed for cost containment measures for the year 2005.  According to the data provided to this agency, this company’s mental health benefits were in excess of two percent prior to the implementation of mental health parity legislation.  In 2001 its MH ratio was 4.24% and in 2002 it was 3.76% for an average of 4.00% prior to legislation.   Sub legislation, in 2003 the MH ratio was 3.74%, in 2004 it was 3.12% and in 2005, it was 2.93% for an average of 3.24%.  As you will note all the years reported are in excess of the minimum requirements for cost containment.  The measures it applied for were the continuation of mental health benefits at the same level they were prior to the legislation.  
Conclusion
Although several carriers experienced MH ratios in excess of the threshold levels that triggered eligibility to apply for cost containment, the majority already had mental health ratios in excess of the limits prior to the legislation.  When comparing the overall average MH ratio of 2.98% prior to mental health parity to the average MH ratio subsequent to implementation of 2.29%, it appears that the cost of mental health benefits actually decreased.  However, the majority of this decrease can be attributed to United Healthcare.  Since the data for United Healthcare indicated a significantly higher cost for mental health benefits prior to the legislation than the amount indicated for the other carriers, a comparison of the overall data without United Healthcare was made.  This comparison produced an overall MH ratio of 2.32% prior to implementation and 2.31% after implementation.  In addition, the carriers that reported significant increases in the cost of mental health benefits represent less than five percent of the total business subject to the Mental Health legislation.  This leads us to believe that based on the data provided there was no significant increase in the level of MH ratios for the first three years subsequent to the mental health parity legislation.
� “Serious mental illness” means an illness included in the current American Psychiatric Association’s Diagnostic and Statistical Manual of Mental Disorders, as periodically revised, under the diagnostic categories or subclassifications of: (i) Schizophrenia and other psychotic disorders; (ii) bipolar disorders; (iii) depressive disorders; (iv) substance-related disorders with the exception of caffeine-related disorders and nicotine-related disorders; and (vi) anorexia and bulimia.


� Base period means the period used to calculate whether the insurer may claim the two percent or one percent increased cost exemption.  The base period must be twelve consecutive calendar months ending on or about sixty days preceding the next filing of the application.
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