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TITLE: CONCERNING THEDEVELOPMENT OF A PRIORAUTHORIZATION PROCESSTO

BE USED IN OBTAINING PRIOR APPROVAL FROM CARRIERS FOR COVERAGE
OF DRUG BENEFITS, AND, IN CONNECTION THEREWITH, MAKING AN
APPROPRIATION.

Fiscal Impact Summary FY 2013-2014 FY 2014-2015

State Revenue

State Diversion
Diversion from the General Fund

to the Division of Insurance Cash Fund $8,756
State Expenditures
Cash Fund

Division of Insurance Cash Fund $8,756
FTE Position Change 0.1FTE

Effective Date: The bill was signed into law by the Governor and took effect on May 15, 2013.

Appropriation Summary for FY 2012-2013: See State Appropriations section.

Local Government Impact: SeeLoca Government Impact section.

Summary of Legidation

The bill requires the Commissioner of Insurance (commissioner) in the Department of
Regulatory Agencies (DORA) to develop by July 31, 2014, by rule, a uniform prior authorization
process for insurance carriers to submit and receive requests for prior coverage approval of a drug
benefit. Prior authorization is an extra step that some insurance carriers require before deciding to
approve coverage of apatient'smedicine. Under the prior authorization processto be devel oped by
the commissioner, insurance carriers and pharmacy benefit management firms (carriers) will be
required to:

» makethe process available electronically, but must not require the prescribing provider
to submit a prior authorization request electronicaly;

* make certain items accessible in a centralized |ocation on their web sites;

* use evidence-based guidelines, when possible, when making prior authorization
determinations,
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* include certain information in its prior approval notification; and
» inform aprescribing provider that the covered person has aright to appeal the denial of
aprior approval request.

The bill requires the commissioner to appoint a work group within 30 days of the hill's
effective date for purposes of assisting in the devel opment of the prior authorization process. The
work group's recommendations must be made not later than 6 months after the date on which
membership appointmentsare made. Aspart of the rule promulgation, thecommissioner isrequired
to develop a standardized prior authorization form that is not to exceed two pagesin length. The
commissioner is required to take into consideration existing forms, including those established by
thefederal Centersfor Medicareand Medicaid Servicesor the Department of Health Care Policy and
Financing.

Carriers are required to begin using the prior authorization process on January 1, 2015. A
request for prior authorization is deemed granted if a carrier fails to use the prior authorization
process or failsto respond within 2 business daysto any request submitted electronically, subject to
certain conditions. The deadline for nonurgent requestsis 3 business days. Urgent requests must
be responded to within 1 business day. Once approved, a prior authorization is valid for at least
180 days from the date of approval.

State Diversion

Thisbill diverts $8,756 from the General Fund in FY 2013-14. Thisrevenue diversion
occurs because the bill increases costs in the Department of Regulatory Agencies, Division of
Insurance, which is funded with premium tax revenue that would otherwise be credited to the
General Fund.

State Expenditures

The bill will increase state expenditures by at least $8,756 in FY 2013-14, and by an
indeterminate amount in the future, as described below.

Department of Personnel and Administration. Administrative costsfor thestate's self-insured
administrator could increase under the bill. As of this writing, the amount has not been estimated.
These costswill be charged to the state through thetotal health premium. Asaresult, no appropriation
iscalled for relative to state premium adjustments asthe state's share of these costsis established in
the Long Bill, asrecommended through the Joint Budget Committee'scommon policy decisions. The
fiscal note will be updated if additional information becomes available.

Department of Regulatory Agencies. Expendituresin DORA will increase by $8,756 for
FY 2013-14 only. Assisting the commissioner with rulemaking, staffing the work group, and
developing a standardized prior authorization form requires 0.1 FTE (approximately 253 hours),
comprised of multiple staff members. Thefiscal note assumes that sufficient existing appropriations
will pay the Department of Law for legal assistance required during the rule promulgation process.
The source of funds for the increased workload under the commissioner is the Division of Insurance
Cash Fund.
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Department of Health Care Policy and Financing (HCPF). The bill could drive increased
expendituresin the Children's Basic Health Plan (plan). The plan is modeled after basic and standard
insurance plans and can be affected by changesin insurancelaws. 1t isunknown whether any of these
costsfor carriersto implement the bill will be passed on to HCPF through rates. Asaresult, the bill
does not have an immediate impact on HCPF. HCPF will use the annual budget process, if necessary,
should additional resources be necessary to implement the bill.

Expenditures Not Included

Pursuant to a Joint Budget Committee policy, certain costs associated with this bill are
addressed through the annual budget process and centrally appropriated in the Long Bill or
supplemental appropriations bills, rather than in thishill. The centrally appropriated costs subject
to this policy are summarized in Table 1.

Tablel. ExpendituresNot Included Under SB13-277*

Cost Components FY 2013-14
Employee Insurance (Health, Life, Dental, and Short-term Disability) $817
Supplemental Employee Retirement Payments 15
TOTAL $832

*More information is available at: http://colorado.gov/fiscalnotes

Local Government Impact

Thefiscal impact of the bill onlocal governments mirrorsthat of the potential impact on state
insurance coverage. Expenditures for health plans at the local level could increase if health plan
providersincur, and pass through, increased administrative costs.

State Appropriations

For FY 2013-14, the Department of Regulatory Agenciesrequiresan appropriation of $8,756
and 0.1 FTE from the Division of Insurance Cash Fund.

Departments Contacted
Regulatory Agencies Health Care Policy and Financing
Public Health and Environment Law
Personnel Counties

Municipalities



