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FISCAL ANALYSIS

Description

Thisbill requires health insurance providers to include coverage for the diagnosis and treatment of Autism Spectrum
Disorders (ASD), defined by the bill to include Autistic Disorder, Asperger’s Syndrome, and Pervasive Devel opment
Disorder — Not Otherwise Specified, for persons under the age of 18. Coverage would be mandated for all policiesissued or
renewed from and after June 30, 2009. Currently, coverage for Autistic Disorder, which represents 34% of ASD diagnoses,
is available through the Department of Economic Security’s (DES) Division of Development Disabilities (DDD). As private
coverage is not available, except through a few self-insured employers, most of those not participating in the DDD system
pay for services “out-of-pocket.” The bill would limit mandated annual benefits to $50,000, adjusted annually for inflation.

Estimated | mpact

The bill would increase costs for the state employee health insurance system, but could also reduce other coststo the state.
Based on an actuarial study commissioned by proponents of the measure, as required by A.R.S. § 20-181 and A.R.S. § 20-
182, mandating this coverage would increase the state’' s employee health insurance General Fund costs between $1.4 million
and $2.7 million beginning in FY 2010. Potentia offsetting General Fund savings cannot be determined in advance but
could include reduced caseloads in the DDD system.

Analysis

Pursuant to A.R.S. § 38-651, the state’ s self-insured health benefit plan administered by the Arizona Department of
Administration (ADOA) would be required to provide the increased coverage. Based on an actuarial analysis commissioned
by the proponents of the measure, this requirement would increase claims costs for insurance providers between 0.33% and
0.69%, with the most realistic estimate at 0.50%. There would aso be increased administrative costs of $0.18 per member
per month. Applying these rates to the ADOA system provides an estimate of the increased costs.

For the ADOA system, total FY 2010 claims costs are estimated at $696,980,700, based on ADOA projections and historical
trends. Applying the projected increase from the actuaria analysis, costs would increase between $2.3 million and $4.8
million, with the most realistic estimate being $3.5 million. Assuming 65,250 enrolled members, administrative costs would
increase $140,900 per year. Thetotal cost would, therefore, be between $2.5 million and $4.9 million.

This cost could be borne either by the employer or the employee in the form of increased premiums. This analysis assumes
that the cost would be borne by the employer, as have all cost increases in the past severa years. The General Fund pays
55% of health insurance premiums, based on enroliment. Other Appropriated Funds comprise an additional 25%. The
remaining 20% is funded through non-appropriated sources, including Federal Funds. Thus, the total General Fund impact in
the ADOA system is between $1.4 million and $2.7 million, with an additional Other Appropriated Fund cost of between
$0.6 million and $1.2 million.

These costs may be offset in other areas. One such areaisthe cost of providing services through the DDD system. Some
current clients may discontinue services through the state system if their existing insurance begins coverage of ASD. As of
November 2007, DES s Division of Developmental Disabilities reported 3,160 clients in both the Arizona Long Term Care
System (ALTCS) and the “state-only” program with a primary disability of autism. It is unknown how many of these clients
would discontinue services if this measure were enacted. The estimated monthly ALTCS General Fund cost for these clients

(Continued)



is$1,195. If between 95 and 190 AL TCS clients discontinued state services, this program would be cost neutral. Total
potential long-term savings cannot be determined in advance.

Local Government I mpact

Thisbill may increase local governments’ employee related expenses, asit is likely to increase their health insurance
premiums. The magnitude of the impact would depend on whether employers or employees bore the cost increase, and
cannot be known in advance.

Other cost savings could occur due to reduced Special Education costs in public schools. These savings would accrue to

local school districts.
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