Paul Wellstone and Pete Domenici Mental Health Parity and Addiction Equity Act of 2008

Frequently Asked Questions

What IS the Mental Health Parity and Addiction Equity Act?
It is a federal law enacted on October 3, 2008, that provides new health-insurance protections for people with or at risk of behavioral health conditions.  Specifically, the law outlaws stricter financial requirements and treatment limitations on group health insurance benefits for mental health and substance-use conditions than on benefits for other medical conditions. 

What does it mean?

It means that under this law such routine health-insurance practices as limiting health-plan coverage to a specified number of outpatient visits annually for mental health care, or requiring a beneficiary to pay higher co-payments for treatment of a mental health or substance-use condition will no longer be lawful.  By establishing an equity standard, the law should result in lowering barriers to needed treatment for mental health and substance-use conditions, and thus to improved access to care.
Who is affected by this law?

This law affects group health insurance plans established or purchased by employers with 51 or more employees.  An estimated 113 million Americans are covered under employer health plans subject to this law.  Some 82 million are covered under self-insured employer health plans governed by ERISA, a federal law; another 31 million get benefits under employer-purchased insurance, which is subject to state regulation.
As the law applies to “group health plans,” it applies also to Medicaid managed-care plans, and to state programs that provide health insurance to low-income families with children (known as SCHIP). 
What will change as a result of this law?
Effective on January 1, 2010 in most instances, employer health plans that are subject to the law and that provide mental health or substance-use treatment benefits will be revised to eliminate disparities in financial requirements and treatment limitations.  In addition, if a plan offers out-of-network benefits for medical or surgical care, it must also offer out-of-network coverage for mental health and addiction treatment at parity.
What protections do people have against insurance-discrimination before this law goes into effect?

The more limited protections of the 1996 parity law, which make it unlawful to set stricter annual and lifetime dollar limits on mental health care than on other medical care under health plans, will remain in effect during 2009, as will protections under applicable state laws. 
Does the law require plans to provide mental health benefits?

The law does not mandate that health plans provide mental health benefits.  It simply requires that if a plan provides mental health and substance-use benefits they must be at least equal to the coverage for other medical conditions.

Does that mean that health plans might drop mental health coverage because of the new parity requirement?

 Although there is no requirement that health plans continue to provide mental health benefits, it is unlikely that employers would take that extreme step.  There is widespread recognition among employers and insurers of the value of behavioral health services, and extensive experience and understanding that affording parity does not substantially increase utilization or cost.

Does the law require coverage of particular mental health and substance-use conditions?

Unlike some state laws, which do mandate coverage of certain conditions, the new federal law sets no such requirement.  Just as under the 1996 parity law, health plans have discretion as to what conditions they cover or exclude from coverage. But whatever the plan covers must be at parity with medical coverage.  

Does that mean that health plans might drop coverage of certain diagnoses?

 Currently, most plans are thought to provide for comprehensive coverage.  While employers are not prohibited from dropping coverage of particular diagnoses, experience suggests that they would not respond to the law by excluding from coverage previously-covered conditions.  The law does establish an oversight mechanism that will lay the foundation for congressional action in the event that health plans do exclude specific conditions.  It provides for the General Accountability Office (GAO) to study the specific rates, patterns, and trends in coverage, any exclusions of specific diagnoses, and the impact of the law on coverage and costs, and to provide an initial report to Congress within three years.     
Can health plans still deny benefits by stating that recommended treatment is “not medically necessary.”
Under the new law health plans may still manage mental health benefits.  But the law requires transparency in that decisionmaking.  It specifies that the criteria for determining “medical necessity” regarding mental health or substance use disorder benefits must be provided on request to current or potential participants, beneficiaries or providers.  And a plan must also disclose the reasons for payment denials to participants or beneficiaries on request.  By giving consumers access to this information, it expands avenues for advocacy.
What effect will this law have on state laws that regulate health insurance, and that may provide stronger protections?
This new federal law would only override a provision of State law that “prevents the application” of the federal law.  So State parity and other consumer protection laws applicable to health-insurance continue to have force and effect unless the state law conflicts with this federal ban on inequitable financial requirements and treatment limitations.  Stronger state mental health parity laws are not preempted by the federal law.  If, for example, a state law requires parity for all diagnoses listed in the Diagnostic and Statistical Manual of Mental Disorders (“DSM”), this state requirement remains in effect as do state laws that require parity for specific diagnoses (usually, a list of severe mental illnesses.)  In addition, the law does not override a state law mandate either to cover or offer mental health benefits.
