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by the Legislature.
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effectiveness of programs or the efficiency of agencies or both.  These audits are 

also called program audits, when they focus on whether programs are attaining the 

objectives and results expected of them, and operations audits, when they examine 

how well agencies are organized and managed and how efficiently they acquire and 

utilize resources.

3. Sunset evaluations evaluate new professional and occupational licensing programs to 

determine whether the programs should be terminated, continued, or modified.  These 

evaluations are conducted in accordance with criteria established by statute.

4. Sunrise analyses are similar to sunset evaluations, but they apply to proposed rather 

than existing regulatory programs.  Before a new professional and occupational 
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by the Office of the Auditor as to its probable effects.

5. Health insurance analyses examine bills that propose to mandate certain health 

insurance benefits.  Such bills cannot be enacted unless they are referred to the Office 
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measure.
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the authority to summon persons to produce records and to question persons under 

oath.  However, the Office of the Auditor exercises no control function, and its authority is 

limited to reviewing, evaluating, and reporting on its findings and recommendations to the 

Legislature and the Governor.
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Summary In Senate Concurrent Resolution No. 196, Senate Draft 1, the 2008 Legislature 
requested the Auditor to conduct an impact assessment of mandating health 
insurance coverage for the diagnosis and treatment of autism spectrum disorders 
(ASD), as provided in Senate Bill 2532, Senate Draft 1 (SB 2532, SD 1). We 
assessed the social and fi nancial effects of mandating health insurance for ASD 
for individuals under age 21 by applying the criteria set forth in Sections 23-51 
and 23-52, Hawai‘i Revised Statutes (HRS).

The federal Individuals with Disabilities Education Act (IDEA), defi nes autism 
as a “developmental disability signifi cantly affecting verbal and nonverbal 
communication and social interaction, generally evident before age three, that 
adversely affects a child’s educational performance.”  The IDEA assures a free 
and appropriate public education for children with diagnosed learning defi cits 
attributable to developmental disorders, including autism.   In Hawai‘i, the 
Departments of Health (DOH) and Education (DOE) share responsibility for 
administering the IDEA through the DOH Early Intervention Services, DOE 
Special Education Program, and the DOE Private School Participation Project. 
Currently, there are 1,308 children with autism in public school, one of 20 enrolled 
in a private school, and an estimated 132 children from birth to age three in the 
DOH Early Intervention Services program, receiving treatments and utilizing health 
care services through federal- and state-funded programs under the IDEA.  

The Hawai‘i population of children between the ages of zero to 21 diagnosed 
with ASD is estimated to be 1,460.  A majority of this population is receiving 
treatment and utilizing health care services available under the DOH and DOE 
programs. The level of public demand for treatment coincides with the population 
utilizing services available through the DOH and DOE and not the public at 
large.  According to the four health care insurers who responded to our survey, 
the level of public demand for individual or group insurance coverage for ASD 
from its membership base is low. The level of interest of collective bargaining 
organizations in negotiating privately for coverage seems low based on a survey 
from the state Employer-Union Trust Fund.  

Applied behavior analysis (ABA) is one of the more common treatments used not 
only for increasing useful behaviors but also for reducing behaviors that may be 
harmful or interfere with learning.  While shown to improve social and educational 
outcomes in ASD children, it is not a covered family health benefi t for insurance 
purposes in Hawai‘i, but mandated under SB 2532, SD 1. Both the DOH and 
DOE report that ABA, in addition to other treatment and services, is available to 
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children under their care.   None of the four health care insurers surveyed offer 
coverage for ABA. Of the 11 states that have enacted legislation to require health 
insurance coverage for ASD, fi ve mandate coverage for ABA.

SB 2532, SD 1, amends Chapters 431 and 432, HRS, to require insurance coverage  
for the diagnosis and treatment of ASD with a maximum benefi t of $75,000 per 
year and unlimited visits to providers. The bill is problematic in defi ning the 
standard of care broadly so long as the care is prescribed, provided, or ordered 
by a licensed physician, psychologist, or registered nurse and determined to be 
“medically necessary.”  Under medical necessity as defi ned in Chapter 432E, 
HRS, health care insurers have the discretion to decide whether or not a treatment 
qualifi es as a covered benefi t within its health plans even though the treatment 
is deemed medically indicated.  As a result, health care insurers may continue to 
deny coverage for educational interventions such as ABA, based on the statutory 
defi nition under Chapter 432E, HRS.  

We found the social impacts appear minimal in Hawai‘i, since both educational 
interventions and health services, including ABA, are generally available through 
the DOE and DOH programs. In addition health care insurers provide partial 
coverage for the diagnosis of and treatment for symptoms related to ASD through 
statutory mandates and provisions in health care insurance contracts.   However, 
an increase in demand for service providers and signifi cant fi nancial impacts to 
insurance carriers would result as families would have the option of increasing 
the frequency of educational interventions such as ABA and health services, if 
the bill is enacted.  Moreover, costs could potentially and unintentionally pass to 
health care insurers and ultimately consumers for treatments and services.  We 
estimated that mandated insurance coverage could initially cost health insurers over 
$100 million per year to reimburse policy holders.  Without infl ation, payments 
for mandated services could exceed $1 billion up to the age of 21.  

Enactment of Senate Bill No. 2532, Senate Draft 1, is not recommended.  The DOE 
declined to comment on the provision of medical services and the Department 
of Commerce and Consumer Affairs opted not to respond.  The DOH does not 
dispute our fi ndings and conclusion, but opposes our recommendation based on 
its contention that the services available are not “comprehensive” and do not 
“meet all the needs of children with autism.”  We stand by our assessment based 
on criteria required under Section 23-52, HRS. 

Recommendations
and Response
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Foreword

We assessed the social and fi nancial impacts of mandating insurance 
coverage for the diagnosis and treatment of autism spectrum disorders in 
Hawai‘i, pursuant to Sections 23-51 and 23-52, Hawai‘i Revised Statutes 
(HRS).  The 2008 Legislature requested this assessment through Senate 
Concurrent Resolution No. 196, Senate Draft 1.

We acknowledge and appreciate the cooperation of the Departments 
of Commerce and Consumer Affairs, Health, and Education and other 
organizations and individuals that we contacted during the course of this 
assessment.

Marion M. Higa
State Auditor
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Chapter 1
Introduction

This report responds to Senate Concurrent Resolution No. 196, Senate 
Draft 1, of the 2008 legislative session requesting the Auditor to assess 
the social and fi nancial impacts of requiring health insurers to provide 
coverage for the diagnosis and treatment of autism spectrum disorders.   
We conducted the study pursuant to Sections 23-51 and 23-52, Hawai‘i 
Revised Statutes (HRS).  Section 23-51, HRS, requires passage of a 
concurrent resolution requesting an impact assessment by the Auditor 
before any legislative measure mandating health insurance coverage for 
a specifi c health service, disease, or provider can be considered.  The 
statute also requires that the concurrent resolution designate a specifi c 
bill that has been introduced in the Legislature and that includes, at a 
minimum, the following information:

Specifi c health service, disease, or provider that would be • 
covered;

Extent of the coverage;• 

Target groups that would be covered;• 

Limits on utilization, if any; and • 

Standards of care. • 

The resolution refers to Senate Bill No. 2532, Senate 
Draft 1 (SB 2532, SD 1), introduced in the regular session of the 
2008 Legislature.  The bill would amend Chapters 431 and 432, HRS, 
to require health insurers to cover the treatment of autism spectrum 
disorders for individuals under age 21 and to provide a maximum benefi t 
of $75,000 per year with unlimited visits to autism service providers.  
This additional coverage does not limit benefi ts that would otherwise 
be available under a health insurance policy.  Diagnosis is defi ned as 
“medically necessary assessments, evaluations, or tests conducted” 
to determine whether an individual has an autism spectrum disorder.  
Covered treatment includes care, determined to be medically necessary 
by a licensed physician, psychologist or registered nurse practitioner, as 
follows: 

Background
Senate Bill No. 2532, 
Senate Draft 1 
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Psychiatric care—direct or consultative services provided by a • 
licensed psychiatrist;

Psychological care—direct or consultative services provided by a • 
licensed psychologist;

Rehabilitative and habilitative care—professional, counseling, • 
and guidance services and treatment programs, including 
applied behavior analysis necessary to develop, maintain and 
restore, to the maximum extent practicable, the functioning of an 
individual;

Therapeutic care—provided by licensed speech pathologists, • 
registered occupational therapists, or licensed physical therapists; 
and

Pharmacy care—medications prescribed by a licensed physician • 
or registered nurse practitioner and any health-related services to 
determine the need or effectiveness of the medications. 

SB 2532, SD 1, defi nes autism spectrum disorders as “any of the 
pervasive developmental disorders . . . in the most recent edition of 
Diagnostic and Statistical Manual of Mental Disorders including 
autistic disorder, Asperger’s disorder, pervasive developmental disorder 
not otherwise specifi ed, Rett’s disorder, and childhood disintegrative 
disorder.”

Autism is a developmental brain disorder.  Although autism spectrum 
disorders (ASD) are neurodevelopmental conditions with strong genetic 
underpinnings, the why and how, or exact cause, and the genetic 
component involved, if any, are still unknown.  Research indicates 
that intensive early intervention in optimal educational settings for at 
least two years during the preschool years result in improved outcomes 
in most young children with ASD.  Thus, the earlier the diagnosis is 
made, the earlier interventions can begin.  However, diagnosis cannot 
be done through medical testing.  Typically, a diagnosis is made 
after an evaluation that might include clinical observations, parent 
interviews, developmental histories, psychological testing, and language 
assessments.

Autism spectrum disorders

According to a report by the National Institute of Mental Health (NIMH), 
most children with ASD seem to have tremendous diffi culty learning 
to engage in the give-and-take of everyday human interaction.  Even in 
the fi rst few months of life, many do not interact, and avoid eye contact.  

Autism is a 
developmental 
disability 
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Children with ASD are slower in learning to interpret what others are 
thinking and feeling.  Without the ability to interpret gestures and facial 
expressions, the social world may seem bewildering.  To compound the 
problem, people with ASD have diffi culty seeing things from another 
person’s perspective.  This inability leaves them unable to anticipate and 
understand other people’s actions.  The NIMH credits the Public Health 
Training Network webcast, Autism Among Us, in identifying a possible 
range of behaviors indicative of autism spectrum disorders, as shown 
in Exhibit 1.1.  In addition to the social symptoms, communication 
diffi culties and repetitive behaviors, other problems such as sensory 
experiences, mental retardation, seizures, fragile X syndrome, and 
tuberous sclerosis, may affl ict ASD children.

There is no single best treatment package for all ASD children.  Along 
with early intervention, most individuals with ASD respond well to 
highly structured, specialized programs.  Effective programs will teach 
early communication and social interaction skills.  These interventions 
target specifi c defi cits in learning, language, imitation, attention, 
motivation, compliance, and initiative of interaction.  One of the more 
common treatments used is applied behavior analysis (ABA).  ABA, 
which is specifi cally identifi ed as a treatment in SB 2532, SD 1, under 
rehabilitative and habilitative care, includes developed techniques not 

Language

Does not babble, point or
make meaningful gestures

by one year of age

Does not speak one word
by 16 months

Does not combine two
words by two years

Loses language or social
skills

Socialization

Does not respond to name

Poor eye contact

Doesn't smile

At times seems to be
hearing impaired

Behavior

Doesn't seem to know how
to play with toys

Excessively lines up toys or
other objects

Is attracted to one
particular toy or object

Odd movement patterns

Exhibit 1.1 Possible Indicators of Autism Spectrum Disorders

Source:  Public Health Training Network Webcast, Autism Among Us
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only for increasing useful behaviors but also for reducing behaviors that 
may be harmful or that interfere with learning. 

Many parents of children with ASD continually seek new treatments in 
an effort to do everything possible to help their children.  Some of the 
interventions are based on the idea that autism may be caused by either 
food allergies or a vitamin or mineral defi ciency.  Medications are often 
prescribed to treat behavioral problems such as aggression, self-injurious 
behavior, and severe tantrums, but many such medications have not 
been offi cially approved by the Food and Drug Administration for the 
treatment of autism.  The Kennedy Krieger Institute, which is dedicated 
to improving the lives of children and adolescents with pediatric 
developmental disabilities, has collected data indicating that families are 
using over 300 different autism treatments.  In many cases, there is little 
or no scientifi c evidence to support their effectiveness.

Distinguishing features of each autism spectrum disorder

Autistic disorder is the most characteristic and best studied of the 
pervasive developmental disorders.  The essential features are the 
presence of markedly abnormal or impaired development in social 
interaction, impaired communication that affects both verbal and 
nonverbal skills, and a markedly restricted repertoire of activity and 
interests.

Asperger’s disorder, also termed Asperger’s syndrome, like autistic 
disorder, is marked by severe and sustained impairment in social 
interaction and the development of restricted, repetitive patterns of 
behavior, interests, and activities.  The disturbance causes clinically 
signifi cant impairment in social, occupational, or other areas of 
functioning. 

Pervasive developmental disorder not otherwise specifi ed has the 
essential features of autistic disorder, but the criteria for a specifi c 
pervasive developmental disorder are not met.  For example, this 
category includes “atypical autism” because of the late age at onset or 
atypical symptoms. 

Rett’s disorder is the development of multiple specifi c defi cits following 
a period of normal functioning after birth.  Cases are rare and reported to 
occur only in females, with the age of onset between fi ve to 30 months.  
It starts with the loss of previously acquired purposeful hand skills, 
followed by the development of hand movements that resemble hand-
wringing.  After the fi rst few years, interest in the social environment 
diminishes, but social interaction may develop later.  Problems develop 
in gait or trunk movements, and severe impairment occurs in expressive 
and receptive language development, with severe psychomotor 
retardation.
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Childhood disintegrative disorder, like Rett’s, is rare in occurrence and 
marked by the regression of normal development in age-appropriate 
verbal and nonverbal communication, social relationships, play and 
adaptive behavior.  The onset of regression begins at age two but before 
ten years. 

The Autism Spectrum Disorders Benefi ts and Coverage Task Force, 
established by the 2008 Legislature under Act 221, Session Laws of 
Hawai‘i 2008, met between October and December 2008 to:

Gather information about the problems faced by parents of • 
children with autism; 

Discuss what can be done to ensure that benefi ts and services • 
are provided through public and private resources for the special 
needs of children with autism, including providing services for 
applied behavioral analysis techniques; 

Research other states’ health insurance plans that cover autism • 
spectrum disorders; and 

Develop a plan of services that health insurers should be • 
mandated to cover. 

In December 2008, the task force issued its Report to the Twenty-Fifth 
Legislature, State of Hawai‘i, 2009, Pursuant to Act 221, H.B. 2727, 
H.D. 2, S.D. 1, C.D. 1, Hawai‘i State Legislature, 2008 Relating to 
Health Insurance.  According to the report, there are an estimated 1,240 
children and youth with ASD in Hawai‘i.  It notes, however, that the total 
number of ASD children and youth is actually higher, as an estimated 
200 children in the multiple disabilities category have ASD. 

The report included recommendations in the areas of health insurance 
coverage, medical home, community-based services, and family support.    
The task force recommends: 

Insurance coverage for all autism spectrum disorders;• 

A lower maximum insurance benefi t of $50,000, instead of • 
$75,000 per year as proposed in SD 2532, SD1;

Including respite care as a covered benefi t; and • 

Documenting services by a treatment plan.• 

Autism Spectrum 
Disorders Benefi ts and 
Coverage Task Force 
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Eleven states (Arizona, Connecticut, Florida, Indiana, Kentucky, 
Louisiana, Maryland, Oregon, Pennsylvania, South Carolina, and Texas) 
have enacted legislation to require health insurance coverage for autism 
spectrum disorders.  Compared with coverage provided in SB 2532, 
SD 1, insurance coverage for ASD varies from state to state as shown in 
Exhibits 1.2 and 1.3.  There does not appear to be a consensus as to the 
amount of benefi ts or types of covered services or benefi t amounts.  Five 
states (Louisiana, Arizona, Pennsylvania, Texas, and Florida) specifi cally 
mandate insurance coverage for ABA.  Louisiana’s statutory defi nitions 
for autism spectrum disorders, ABA, habilitative and rehabilitative care, 
and covered treatments, are nearly identical to SB 2352, SD1.  Coverage 
does not apply to employers with 50 or fewer employees, and benefi ts are 
limited to $36,000 per year.  Arizona prohibits the exclusion of medically 
necessary behavioral therapy including ABA and limits benefi ts to 
$50,000 per year up to age nine, then reduces the annual amount to 
$25,000 when the child reaches the age of nine.  Kentucky provides the 
lowest benefi t amount—$500 per month or $6,000 per year.  

Mandated coverage in 
other states

Exhibit 1.2 Insurance Coverage – Hawai‘i and Other States 

State/Treatment
Psychiatric 

Care
Psychological 

Care

Rehabilitative 
and 

Habilitative 
Care

Applied 
Behavior 
Analysis

Therapeutic 
Care (Speech, 
Occupational, 
and Physical

Pharmacy 
Care

Respite 
Care

Treatment 
for ASD

Hawai‘i 
(SB 2532, 
SD 1)
Hawai‘i 
(Task Force)
Arizona
(Enacted 2008)
Connecticut
(Enacted 2008)
Florida
(Enacted 2008)
Indiana
(Enacted 2001)
Kentucky
(Enacted 1998)
Louisiana
(Enacted 2008)
Maryland 
(Enacted 2000)
Oregon
(Enacted 2007)
Pennsylvania
(Enacted 2008
South Carolina
(Enacted 2007)
Texas
(Enacted 2007)

Source:  Offi ce of the Auditor
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Source:  Offi ce of the Auditor

Assess the social and fi nancial effects of mandating health 1. 
insurance coverage for the diagnosis and treatment of autism 
spectrum disorders in individuals under the age of 21.

Make recommendations as appropriate.2. 

Our study examined the social and fi nancial impacts of mandating 
coverage of and treatment for autism spectrum disorders in Hawai‘i as 
proposed in SB 2532, SD 1.  We reviewed relevant literature relating 
to other states’ mandatory health insurance requirements, national 
trends, and healthcare organizations’ research data.  We reviewed recent 

Exhibit 1.3 Insurance Coverage – Limitations 

State/Treatment Age
Maximum Annual 

Benefi t Lifetime Benefi t

Prescribed 
by: Physician, 

Psychologist, or 
Registered Nurse 

Practitioner

Treatments 
are Medically 

Necessary

Treatment 
Providers 

Required to 
be Licensed

Treatment 
Plan 

Required

Individuals 
and Small 
Employers 
Excluded

Hawai‘i
(SB 2532, SD 1)

< 21 $75,000

Hawai‘i
(Task Force)

< 21 $50,000

Arizona
(Enacted 2008)

16 $50,000, age 9 
$25,000, age 16 

Connecticut
(Enacted 2008)

Not specifi ed

Florida
(Enacted 2008)

< 18 or 
still in high 

school

$36,000 $200,000

Indiana
(Enacted 2001)

Not specifi ed

Kentucky
(Enacted 1998)

2 – 21 $6,000

Louisiana
(Enacted 2008)

< 17 $36,000 $144,000 (Diagnosis 
only)

Maryland
(Enacted 2000)

< 19 Not specifi ed

Oregon
(Enacted 2007)

< 18 Not specifi ed

Pennsylvania
(Enacted 2008

< 21 $36,000

South Carolina
(Enacted 2007)

< 16 $50,000

Texas
(Enacted 2007)

2 – 5 Not specifi ed

Objectives of the 
Study 

Scope and 
Methodology

Source:  Offi ce of the Auditor
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research literature and reports on the social and fi nancial aspects of 
insurance coverage for autism spectrum disorders, applicable federal 
and state statutes, proposed legislation and the task force report pursuant 
to Act 221, Session Laws of Hawai‘i 2008.  We surveyed and obtained 
information from commercial insurers, mutual benefi t societies, health 
maintenance organizations, employer groups, collective bargaining 
organizations, and autism advocacy groups.  Four health insurers, 
one employer/union trust fund, and one autism advocate responded 
to our inquiry.  We contacted or obtained information from national 
organizations, including the National Conference of State Legislatures, 
the Blue Cross and Blue Shield Association, the United States Surgeon 
General, and the American Academy of Pediatrics.  To the extent that 
information was available, we reviewed and documented coverage for 
autism spectrum disorders adopted in other states.

To assess the potential social and fi nancial effects of providing coverage 
for the diagnosis and treatment of autism spectrum disorders, we used the 
following criteria set forth in Section 23-52, HRS, as applicable: 

Extent to which treatment or services for autism spectrum disorders 1. 
is generally utilized by a signifi cant portion of Hawai‘i’s population.

Extent to which insurance coverage for autism spectrum disorders is 2. 
generally available.

If coverage is not generally available, the extent to which the lack 3. 
of coverage results in persons unable to obtain necessary health care 
treatment.

Extent to which the lack of coverage results in unreasonable fi nancial 4. 
hardship on persons needing treatment.

Level of public demand for treatment or services.5. 

Level of public demand for individual or group insurance coverage 6. 
for autism spectrum disorders.

Level of interest of collective bargaining organizations in negotiating 7. 
privately for this coverage.

Impact of providing coverage for treatment or services on quality of 8. 
care, practice patterns, or provider competition.

Impact of indirect costs upon the costs and benefi ts of coverage.9. 

Social impact
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1. Extent to which proposed insurance coverage would increase or 
decrease the cost of the treatment or service. 

2. Extent to which the proposed coverage might increase the use of 
treatment or service. 

3. Extent to which the mandated treatment or service might serve as an 
alternative for more expensive treatment or service. 

4. Extent to which insurance coverage of the health care service can be 
reasonably expected to increase or decrease insurance premiums and 
administrative expenses of policyholders. 

5. Impact of this coverage on the total cost of health care.

We conducted this study between February 2009 and May 2009 in 
accordance with the Offi ce of the Auditor’s Manual of Guides and 
generally accepted government auditing standards.  Those standards 
require that we plan and perform the study to obtain suffi cient, 
appropriate evidence to provide a reasonable basis for our fi ndings 
and conclusions based on our assessment objectives.  We believe that 
the evidence obtained provides a reasonable basis for our fi ndings and 
conclusions based on our objectives.

Financial impact 
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There is no single treatment package for children with autism spectrum 
disorders (ASD).  In fact, we found that the vast majority of children 
diagnosed with autism in Hawai‘i utilize a wide variety of treatments.  
Both educational interventions and health services are generally available 
through federal- and state-funded programs mandated under the federal 
Individuals with Disabilities Education Act and implemented by the state 
Departments of Health and Education. 

In addition, we analyzed Senate Bill No. 2532, Senate Draft 1 
(SB 2532, SD 1) of the 2008 legislative session and found that the bill 
is problematic in defi ning the standard of care.  The bill would include 
educational interventions such as applied behavior analysis (ABA) that 
could potentially and unintentionally shift costs to health care insurers 
and ultimately consumers for treatments and services.  Moreover, health 
insurers may continue to deny coverage for treatments when determining 
whether educational interventions such as ABA are a medical necessity 
as defi ned in the Patients’ Bill of Rights and Responsibility Act.

Health insurance coverage for diagnosis and treatment of children 1. 
with autism spectrum disorders is generally available through 
federal- and state-funded programs.

Senate Bill No. 2532, Senate Draft 1, is problematic in defi ning the 2. 
standard of care.

The federal government assists state and local efforts through the 
Individuals with Disabilities Education Improvement Act of 2004 
(IDEA), which ensures free access to public education and improves 
educational results for children with disabilities.  Infants and children 
diagnosed with autism fall within the defi nitions of “child with a 
disability” and “at-risk infant or toddler” under the act and are entitled 
to early intervention and related services and free special education.  In 
Hawai‘i, the Departments of Health (DOH) and Education (DOE) are 
responsible for administering the IDEA.  The DOE also administers the 
Private School Participation Project that provides services to children 
with autism who are enrolled in private school.  In addition to federal 

Chapter 2
Assessment of Proposed Mandatory Health 
Insurance for Autism Spectrum Disorders

11

Summary of 
Findings

Coverage Is 
Generally 
Available for 
Diagnosis and 
Treatment of 
Autism Spectrum 
Disorders



12

Chapter 2:  Assessment of Proposed Mandatory Health Insurance for Autism Spectrum Disorders

programs, the State enacted an additional health law that mandates 
insurance coverage for child health supervision services from birth to age 
fi ve.  For example, developmental assessments through regular wellness 
examinations are included as part of this mandate.  Moreover, in cases 
where health insurance policies include spouses and children, the State’s 
mandated health insurance coverage for child health supervision services 
exempts deductible provisions and copayment for immunizations for 
newborns through age fi ve. 

In 1975, Congress enacted the Education for All Handicapped Children 
Act to support states and local educational results for infants, toddlers, 
and children with disabilities and their families.  Currently enacted as 
the Individuals with Disabilities Education Improvement Act of 2004, 
the act assures a free and appropriate public education for children with 
diagnosed learning defi cits attributable to developmental disorders, 
including autism.  Many needs of children with disabilities from age 
three to 21 are provided in IDEA Part B.  Benefi ts for newborns through 
age three are provided in IDEA Part C. 

The IDEA defi nes autism as:

[A] developmental disability signifi cantly affecting verbal and 
nonverbal communication and social interaction, generally 
evident before age three, that adversely affects a child’s 
educational performance.  Other characteristics often associated 
with autism are engagement in repetitive activities and 
stereotyped movements, resistance to environmental change 
or change in daily routines, and unusual responses to sensory 
experiences. 

By law, the state DOE pays for all necessary services, such as speech 
therapist, occupational therapist, school psychologist, social worker, 
school nurse, or aide.  For children with developmental disabilities 
enrolled in a special education program, the school is required to prepare 
and carry out a set of specifi c skills known as the child’s Individualized 
Education Program, reviewed annually to assess the child’s progress 
and make any changes to the services as necessary.  For children with 
autism under age three, the DOH is the lead agency that provides early 
intervention services for toddlers and families. 

The DOE reported a total of 20,441 children with disabilities under 
IDEA Part B in Hawai‘i’s public school system.  Of those children, 1,308 
children (6.4 percent) are receiving special education and other services 
for autism.  A private school on Oahu that specializes in educating 
children with learning disabilities, attention defi cit disorder, and high-

Federal law mandates 
and funds state 
programs 
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functioning autism currently has enrolled an estimated 20 students 
with ASD.  These students are eligible to receive a different amount of 
services compared to public school students, as determined by DOE.  In 
the 2006-2007 school year, Hawaii’s prevalence rate of autism cases 
was one of 179, or 56 cases per 10,000 births as shown in Exhibit 2.1.  
Exhibit 2.1 also compares Hawaii’s prevalence rate with those of other 
states.

The Hawai‘i Department of Health administers early 
intervention services 

The DOH’s Early Intervention Section provides health services to 
support the development of infants and toddlers from birth to age three 
and increases the knowledge and ability of parents to support their child’s 
development.  The DOH estimates that 3,628 children are receiving early 
intervention services under IDEA, including 132 children 
(3.6 percent) with autism from birth to age three.  In FY2007-08, 101 of 
the 132 children under age three were newly diagnosed.  In 2008, DOH 
received approximately $2.1 million IDEA funds.  This federal- and 
state-mandated program ensures that Hawai‘i meets all the requirements 
and regulations of IDEA Part C, codifi ed under Sections 321-351 through 
321-357, Hawai‘i Revised Statutes (HRS). 

The DOH provides a wide range of early intervention services such as 
audiology; family support/education; specialized teaching, including 
applied behavior analysis; health, nursing, and nutrition services; and 
occupational, physical, and speech and language therapies, among others.   
In addition, a DOH care coordinator assists families with developing an 
Individualized Family Support Plan that identifi es services and support to 
address the needs of the family and child and supporting transition at age 
three from DOH to the DOE’s Special Education Preschool, Head Start, 
or other community preschools. 

The Hawai‘i Department of Education provides services 
through its special education program 

Under IDEA Part B, which is administered by DOE, grants are 
available to states to assist them in providing special education and 
related services to children with disabilities between the ages of three 
through 21.  Related services include transportation and a wide range of 
developmental, corrective, and other support services.  For FY2007-08, 
the DOE received over $37 million from IDEA for special education.   
For FY 2009-10, it received an additional $368 million from the State’s 
general fund. 
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The DOE also uses federal funds to provide limited services to meet the 
needs of students with disabilities enrolled in private schools through 
its Private School Participation Project.  Currently, one child enrolled in 
private school receives special education services under IDEA.

In addition to the educational and health services available through 
federally mandated programs, the diagnosis of and medical treatment for 
symptoms related to autism spectrum disorders are partially covered by 
health care insurers through statutory mandates and provisions in health 
care insurance contracts. 

Two of the four health care insurers we surveyed offer partial health 
benefi ts for diagnosis such as well-baby check ups and medical 
treatments regardless of the diagnosis.  For example, under Section 
431:10A-115.5, HRS, family plans must include coverage for child 
health supervision services from the moment of birth through age 
fi ve, including 12 pediatric visits.   Covered services include history, 
physical examination, developmental assessment, anticipatory guidance, 
immunizations, and laboratory tests, in keeping with prevailing medical 
standards.  Of the medical treatments listed and defi ned in SB 2532, 
SD 1, the two largest health care insurers provide coverage for four of the 
fi ve treatments, such as psychiatric care, psychological care, therapeutic 
care, and pharmacy care.  One of the larger health care insurers we 
surveyed requires that not only treatments be delivered by licensed 
clinicians but also be considered medically necessary as defi ned under 
Section 432E-1.4, HRS.  Of the four health care insurers we surveyed, 
none offer coverage for ABA, which is identifi ed as a specifi c health 
service under rehabilitative and habilitative care in SB 2532, SD 1.  One 
explanation from one of the larger health care insurers is that ABA is 
already available through school or government programs; hence, it does 
not provide duplicative services.  

The standard of care under SB 2532, SD 1, is broadly defi ned to include 
educational interventions such as ABA so long as the care is prescribed, 
provided, or ordered by a licensed physician, psychologist, or registered 
nurse and determined to be “medically necessary.”  Under the statutory 
defi nition of medical necessity in Chapter 432E, HRS, health care 
insurers play a signifi cant role in determining whether treatment is 
covered within the health plans.  While ABA research has been shown 
to improve social and educational outcomes, it is not a covered family 
health benefi t for insurance purposes in Hawai‘i.  Since SB 2532, 
SD 1, broadly defi nes the standard of care to be medically necessary, 
health care insurers may continue to deny coverage for educational 

Health care insurers 
provide partial 
coverage for diagnosis 
and medical treatments 

Senate Bill No. 
2532, Senate Draft 
1, Is Problematic 
in Defi ning the 
Standard of Care
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interventions such as ABA, based on the statutory defi nition under 
Chapter 432E, HRS.  Moreover, if SB 2532, SD 1, is enacted, costs could 
potentially and unintentionally pass to health care insurers and ultimately 
consumers for treatments and services. 

Medical necessity is defi ned in the Patients’ Bill of Rights and 
Responsibility Act, codifi ed in Chapter 432E, HRS.  Health care insurers 
play a role in determining medical necessity.  One of the criteria in 
determining medical necessity requires the treating physician or treating 
health care provider to recommend the health intervention.  At the 
same time, the health plan’s medical director or physician designee 
must also approve of the health intervention.  Moreover, under Chapter 
432E, health care insurers have the discretion to decide whether or not 
a treatment qualifi es as a covered benefi t within its health plans even 
though the treatment is deemed medically indicated.  One of the larger 
health insurers responded to our survey by stating that it provides 
coverage for treatment that is delivered by licensed clinicians and is 
considered “medically necessary.”  However, coverage for ABA is 
excluded because it is either not provided by licensed clinicians or is 
not an evidenced-based treatment.  The health care insurer also excludes 
coverage for ABA because it is a duplicative service already provided by 
the DOH and DOE in implementing the IDEA.  The other health insurers 
we surveyed do not cover ABA for similar reasons. 

If SB 2532, SD 1, were enacted, the costs for mandated coverage would 
pass from health care insurers to consumers.  Using the December 2007 
population counts provided by DOE and DOH, and multiplying that 
total by the maximum benefi t amount of $75,000 per individual per 
year provided by SB 2532, SD 1, we estimate that health care insurers 
could be required to pay over $100 million per year for autism spectrum 
disorders.  Again, based on the 2007 population with the ages of children 
with ASD factored in, the cost to health care insurers is estimated at 
over $1 billion.  These estimates assume that there are no changes in the 
population and no changes in the annual maximum benefi t amount.

SB 2532, SD 1, would provide parents of children with ASD the option 
to add educational interventions or health services that complement 
or alter the treatment plans (Individualized Family Support Plan and 
Individual Educational Plan) prepared as part of the DOH and DOE 
programs.  For example, although the bill requires all treatments to be 
prescribed, provided, or ordered by a licensed physician, psychologist, or 
registered nurse practitioner, there is no provision for the coordination of 
care or services similar to what is provided by the DOH or DOE. 

Medical necessity 
for applied 
behavior analysis is 
discretionary 

Mandated coverage 
for autism spectrum 
disorders could lead 
to unintended shifts 
in costs to health care 
insurers and ultimately 
to consumers



17

Chapter 2:  Assessment of Proposed Mandatory Health Insurance for Autism Spectrum Disorders 

Extent to which treatment or services for autism spectrum 1. 
disorders is generally utilized by a signifi cant portion of 
Hawai‘i’s population

In Hawai‘i, the population of children between the ages of zero to 21 
diagnosed with an autism spectrum disorder is estimated to be 1,460.    
The majority of this population of Hawai‘i children identifi ed by 
the DOH and DOE, diagnosed with autism spectrum disorders is 
receiving treatment and utilizing health care services provided under 
the DOE Special Education Program and DOH Early Intervention 
Services.  Neither the DOE nor the DOH maintain statistics on the 
entire population of children, diagnosed or undiagnosed, with ASD 
in Hawai‘i. 

Extent to which insurance coverage for autism spectrum 2. 
disorders is generally available 

We surveyed six health insurance carriers.  The four who responded 
confi rmed that partial coverage for diagnosis and medical treatments 
identifi ed under SB 2532, SD 1, to a large extent are generally 
available through family health plans.  However, applied behavior 
analysis is not a covered health benefi t.  The four health insurance 
providers responded that diagnostic services, pharmacy, psychiatric, 
and psychological care are covered by health insurers.  However, one 
of the health insurance providers responded that coverage includes 
only short-term therapies related to psychiatric and psychological 
care.  For rehabilitative and habilitative care, one health insurance 
provider responded that therapy is available according to a member’s 
plan benefi ts if performed by a licensed clinician.  Another health 
insurance provider responded that coverage is provided, however, 
long-term care is not covered.  A third insurance provider (with 
approximately 27,000 members) responded it did not cover 
rehabilitative and habilitative therapies.  The fourth health insurance 
provider (with approximately 33,000 members), did not respond to 
this question.  Two of the largest insurance providers specifi cally 
do not provide coverage for ABA.  One responded that ABA was 
a duplicative service that was provided by school or government 
programs.  The other responded that ABA was still controversial.  

For therapeutic care, one of the larger providers responded that any 
intervention could be classifi ed as therapeutic care and felt that the 
category was very vague.  Another large health insurance provider 
responded that therapeutic care is covered, while two smaller 
health insurance providers responded that therapeutic care was only 
covered for short-term therapies.  One of the smaller health insurance 

Social Impact 
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providers added that short-term therapies are available for acute 
conditions, while coverage is not available if the conditions are 
related to developmental delay. 

If coverage is not generally available, the extent to which the lack 3. 
of coverage results in persons unable to obtain necessary health 
care treatment

As discussed previously, coverage of and treatment for autism 
spectrum disorders are generally available from federal and state 
programs and health or mental health insurance policies.  We did 
not assess the adequacy of the health care coverage.  Both the 
Departments of Health and Education report that applied behavior 
analysis, in addition to other treatment and services, is available to 
children under their care.  Two of the larger insurance carriers report 
that they do not exclude the diagnosis of ASD from their covered 
benefi ts.  However, the carrier with the largest membership reports 
that services that are not provided by licensed clinicians or are not 
evidenced-based treatments, such as ABA, are not covered benefi ts. 

Extent to which the lack of coverage results in unreasonable 4. 
fi nancial hardship on persons needing treatment 

This is unknown.  The only information available about cost to 
families paying for ABA services is based on a national survey by 
Autism Speaks, an autism advocacy group.  Information specifi c to 
Hawai‘i was not available. 

Level of public demand for treatment or services 5. 

In Hawai‘i, the level of public demand coincides with the entire 
population utilizing the services as reported in item 1, and not the 
public at large.  The entire population of children diagnosed with 
ASD is receving and utilizing treatment and services provided by the 
DOE and the DOH.

Level of public demand for individual or group insurance 6. 
coverage for autism spectrum disorders 

  According to health insurers we surveyed, the level of public demand 
  from its membership base is low.  The health insurers representing 
  approximately 987,420 members, reported that either they have 
  not had requests to provide services beyond the medical care 
  currently provided or that they receive few inquiries.  In addition,
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  one health insurer reports that very few members have submitted 
  appeals for the denial of coverage related to the treatment of autism 
  spectrum disorders.

Level of interest of collective bargaining organizations in 7. 
negotiating privately for this coverage 

The level of interest seems low based on a survey response from the 
state Employer-Union Trust Fund (EUTF) and the level of demand 
reported in item 6.  The EUTF reported that it has not received 
requests from participants to cover autism spectrum disorders.  
Public collective bargaining units no longer negotiate separate health 
insurance programs.  Private unions each negotiate separate and 
independent contracts which include health benefi ts with individual 
employers.  Only the Hawai‘i State Teachers Association (HSTA) 
continues to negotiate a dollar amount with the State for health 
benefi ts.  Responsibility for negotiating benefi ts with individual 
health care insurance carriers rests with the HSTA Voluntary 
Employees’ Benefi ciary Association Trust.  The HSTA did not 
respond to our survey. 

Impact of providing coverage for treatment or services on quality 8. 
of care, practice patterns, provider competition 

The impact of providing coverage for treatment or services is 
unknown.  Regarding practice patterns and provider competition, one  
of the smaller health care insurers responded that the impact of 
providing coverage would add more health services to complement 
treatment plans for educational interventions and health services 
already generally available.  Another small health care insurer 
responded that there would be more providers drawn to provide  
services. 

Impact of indirect costs upon the costs and benefi ts of coverage9. 
 

One of the larger health insurers in the state reports that there would 
be indirect costs, including administrative expenses, updating claims 
processing systems, increased credentialing and licensure for  
potential providers, and educational outreach to providers.  Another 
health insurer reports that indirect costs would include an increase 
in staffi ng and “very expensive” training for ABA.  Currently, there 
is no ABA training program in Hawai‘i.  More importantly, due to 
the increased cost, this health insurer expects subscribers would 
leave their plan and thus put the non-profi t organization at risk 
fi nancially.  A third health insurer responded that with many 
new treatments available, a health plan would have to hire experts to 
evaluate the medical necessity of such treatments and spend 
resources to credential providers.   
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1. Extent to which proposed insurance coverage would increase or 
 decrease healthcare costs 

Two of the larger health insurers report that there would be 
signifi cant increases in the cost of treatment for autism spectrum 
disorders in the areas of rehabilitative, habilitative, therapeutic, 
and pharmacy care, but minimal, if any, increases for diagnosis 
and psychiatric and psychological care.  A smaller health insurer 
responded that there would be signifi cant increases in diagnosis, 
rehabilitative, habilitative, and therapeutic care.  The increase in 
pharmacy care would be moderate.  Another smaller health insurer 
responded that rehabilitative, habilitative, and therapeutic care would 
signifi cantly increase.  As discussed earlier, the rehabilitative and 
habilitative care includes ABA identifi ed in SB 2532, SD 1.

2. Extent to which the proposed coverage might increase the use of 
 treatment or services 

Two of the larger health insurance providers responded that there 
would be signifi cant increases in the use of treatments in the areas of 
rehabilitative, habilitative, and therapeutic care.  One of the smaller 
health insurers responded that it “anticipate[s] that the use of all 
of the services would increase as some providers would see this as 
an opportunity for fi nancial gain” and that “solid standards” would 
need to be developed by independent health care providers.  Another 
smaller health insurer responded that there would be signifi cant 
increases in rehabilitative, habilitative, and therapeutic care. 

3. Extent to which mandated treatment or services might serve as 
 an alternative for more expensive treatment or services 

The two larger health insurance carriers responded that mandated 
insurance coverage as provided in SB 2532, SD 1, would not serve 
as an alternative to more expensive care or services in any of the 
areas of diagnosis and psychiatric, psychological, rehabilitative, 
habilitative, therapeutic, and pharmacy care.  A smaller health care 
insurer responded that arguably insurance companies may have 
more resources and buying power than individuals to question 
services being rendered.  On the other hand, the same health insurer 
contends that the government has the greater power and ability to 
deliver services at the lowest cost and in the most effective manner.   
Contrary to the two larger health carriers, another smaller health 
insurer responded that the most expensive care regimen is mandated 
under the proposed legislation. 

Financial Impact 
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4. Extent to which insurance coverage of the health care service 
 would increase or decrease insurance premiums and 
 administrative expenses for policyholders 

The extent to which insurance coverage for autism spectrum 
disorders might increase or decrease insurance premiums or 
administrative expenses varies depending on who is asked.  One 
of the larger health insurers and a smaller health insurer responded 
that there would be signifi cant increases because of rehabilitative, 
habilitative, and therapeutic care.  Another large health insurer 
added that pharmacy care would also signifi cantly increase.  A small 
health insurer responded that diagnosis, rehabilitative, habilitative, 
and therapeutic care would increase signifi cantly while pharmacy 
care would moderately increase.  Costs would be passed on to the 
employer and consumer. 

5. Impact of insurance coverage for autism spectrum disorders on 
 the total cost of health care 

One of the large health insurers and a smaller health insurer 
responded that there would be signifi cant increases in rehabilitative, 
habilitative, and therapeutic care.  Another large health insurer 
responded that it believes that there would be signifi cant increase 
in premiums.  It was estimated that a similar mandate proposed 
in Virginia would raise rates by $1.90 per member per month.  A 
smaller health insurer did not know what the impact would be but 
questioned if the child would be best served in the school or outside  
the school. 

Based upon population data prepared by the Departments of Health 
and Education, and using the $75,000 annual maximum benefi t 
provided in SB 2532, SD 1, we estimated that mandated insurance 
coverage for autism spectrum disorders could initially cost health 
insurers over $100 million per year to reimburse policyholders.   
Without infl ation, payments for mandated services for the current 
population of children with an autism spectrum disorder could 
exceed $1 billion up to the age of 21. 

We conclude that the treatments identifi ed in SB 2532, SD 1, including 
applied behavior analysis, are generally available through federally 
funded and state mandated educational and health programs despite the 
lack of standards of care.  Hence, the social impacts appear minimal.  
However, by mandating health insurers to cover the broad range of 
treatments generally available, families would have the option of 

Conclusion
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increasing the frequency of educational interventions and health services 
for children diagnosed with autism spectrum disorders, resulting in an 
increase in demand for service providers and signifi cant fi nancial impacts 
to insurance carriers.  Those costs, estimated to be $1 billion, more than 
likely would be passed on to the employer and consumer. 

Enactment of Senate Bill No. 2532, Senate Draft 1, is not recommended.Recommendation
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Responses of the Affected Agency

Comments 
on Agency 
Responses

We submitted a draft copy of this report to the Departments of Health, 
Education and Commerce and Consumer Affairs on July 27, 2009.  A 
copy of the transmittal letter to the Department of Health (DOH) is 
included as Attachment 1.  Similar letters were sent to the Department 
of Education (DOE) and Commerce and Consumer Affairs (DCCA).  
The DCCA opted not to respond.  Comments received by the director 
of health and DOE superintendent are included as Attachments 2 and 3, 
respectively.  

The DOE replied that it is committed to providing appropriate 
educationally related services to students eligible under the category 
of autism and support to parents in educating their children as required 
under the Individuals with Disabilities Education Improvement Act of 
2004 (IDEA).  The department declined to comment on the provision of 
medical services since they are outside its purview.

The DOH provided extensive comments on the current status of autism 
research and evidence based treatment and urged that we “fi nd more 
specifi c recommendations for private insurance treatments rather than 
to regard the current government systems to be comprehensive.”  The 
department reiterated its position, more consistent with its mission 
and support for the work of the Autism Spectrum Disorders Benefi ts 
and Coverage Task Force, that private insurance limited to a benefi t 
of $50,000 annually is needed to “supplement” the educational 
interventions, therapies, and health services available through the DOE 
and DOH programs.  Using the December 2007 population counts 
provided by DOE and DOH, and multiplying that total by the maximum 
benefi t amount of $75,000 per individual per year provided by 
Senate Bill 2532, Senate Draft 1 (SB 2532, SD 1), we estimate that 
health care insurers could be required to pay over $100 million per year 
to reimburse policy holders.  Without infl ation, payments for mandated 
services could exceed $1 billion up to the age of 21, and more than likely 
would be passed on to the employer and consumer.

The department does not dispute our fi nding that health insurance 
coverage for diagnosis and treatment of children with autism is generally 
available through federal- and state-funded programs, but contends that 
these services are not “comprehensive” and do not “meet all the needs 
of all children with autism.”  However, the criteria we used to assess the 
potential social and fi nancial effects of providing coverage set forth in 
Section 23-52, Hawai‘i Revised Statutes, asks to what extent is treatment 
or services “generally utilized by a signifi cant portion of Hawai‘i’s 
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population;” and to what extent is insurance coverage “generally 
available.”  As we report, in addition to the educational and health 
services available through federally mandated programs, the diagnosis of 
and medical treatment for symptoms related to autism spectrum disorders 
(ASD) are partially covered by health care insurers through statutory 
mandates  such as coverage for child health supervision services from 
birth through age fi ve that include pediatric visits and developmental 
assessments.  Partial coverage is also provided through provisions 
in health care insurance contracts.   Among the four health insurance 
carriers who responded to our survey, all confi rmed that partial coverage 
for diagnosis and medical treatments identifi ed in SB 2532, SD 1, 
to a large extent are generally available through family health 
plans.  These include diagnostic services, pharmacy, psychiatric and 
psychological care.  Although two providers responded that some 
coverage for rehabilitative and habilitative care is available, none of the 
health insurers provide coverage for applied behavioral analysis (ABA).  

The DOH did not dispute our fi nding that SB 2532, SD 1, is problematic 
in defi ning the standard of care, and agreed that “defi ning medical 
necessity for new treatments and determining the effi cacy is problematic, 
but not an impossible barrier to overcome for insurance companies.”  
Our analysis of the bill found that health insurers may continue to 
deny coverage for treatments when determining whether educational 
interventions such as ABA, are a medical necessity as defi ned in the 
Patients’ Bill of Rights and Responsibility Act.  The department stated 
that “[m]andating health insurance coverage does not preclude the 
responsibility of the insurer to determine medical necessity but is not a 
reason to deny coverage.”  Nevertheless, under the statutory defi nition 
of medical necessity, health care insurers have the discretion to decide 
whether or not a treatment qualifi es as a covered benefi t within its health 
plans even though the treatment is deemed medically indicated.  

We reviewed and considered the concerns raised by the DOH, but found 
that statements made in the report, as noted by the department are not 
inaccurate.  For example, it is more appropriate to identify ABA as an 
educational intervention rather than a therapy since we found that among 
the list of early intervention services provided by the DOH, ABA is 
included under specialized teaching.  ABA is one of the more common 
treatments used not only for increasing useful behaviors but also for 
reducing behaviors that may be harmful or interfere with learning.  While 
shown to improve social and educational outcomes in ASD children, it 
is not a covered family health benefi t for insurance purposes in Hawai‘i, 
but mandated under SB 2532, SD 1.  We therefore stand by our fi ndings, 
conclusions and recommendation.
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