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Summary

The version of California Assembly Bill (AB) 1887
analyzed by the California Health Benefits Review
Program (CHBRP) would prohibit utilization
management for U.S. Food and Drug Administration
(FDA)-approved prescription drugs indicated for the
treatment of a rare disease, unless a biosimilar,
interchangeable biological product, or generic version of
the drug is available. Utilization management includes
prior authorization, step therapy, and other utilization
reviews.

In 2027, of the 22.8 million Californians enrolled in state-
regulated health insurance, 13.8 million of them would
have insurance subject to AB 1887. Medi-Cal managed
care plans are exempt from the bill.

Background

Rare diseases are defined as those that impact less than
200,000 people in the United States. Approximately 1 in
10 Californians are living with a rare disease. Only 5% of
the 5,000 to 10,000 rare diseases currently have FDA-
approved drugs indicated for their treatment. The time to
receive a correct diagnosis of a rare disease can vary
widely, with 4 to 5 years as the average.

Benefit Coverage

At baseline, no enrollees with health insurance subject to
AB 1887 have coverage that is compliant with AB 1887.

Postmandate, 100% would have compliant coverage. AB
1887 would not exceed essential health benefits (EHBSs).

Medical Effectiveness

CHBRP found no literature on the impacts of utilization
management on the use of prescription drugs for rare
diseases. CHBRP found some evidence that utilization
management leads to delays in treatment of non-rare
diseases. Prescription drug treatments for rare diseases
may differ from prescription drugs for other chronic
diseases as there is typically one treatment available for
rare diseases compared to multiple generic and/or non-
generic treatments. Therefore, utilization management
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may impact access to prescription drugs for rare
diseases differently than those for non-rare diseases.

Cost Impacts

Postmandate, CHBRP estimates that the removal of
utilization management under AB 1887 would result in
approximately 8,200 people starting an additional 17,000
new prescriptions for a medication to treat a rare disease
within a plan benefit year. The bill would lead to an
approximate $148 million increase in total annual
premiums paid by employers and enrollees for newly
covered benefits. Enrollee premiums calculated include
premiums for enrollees using and not using the benefit.
Annual enrollee expenses, including cost sharing and
noncovered expenses, would increase by between $900
and $1,200, depending on the market segment, for those
enrollees using drugs subject to AB 1887.

Public Health Impacts

CHBRP projects no measurable public health impact at
the population level. However, AB 1887 would likely
yield health and quality-of-life improvements at the
person-level, such as faster access to medications,
potential reductions in unnecessary health care
utilization while awaiting prior authorization for
medications, and reduced stress and administrative
burden for patients, their families, and their clinicians by
removing prior authorization requirements.

Long-Term Impacts

Over time, utilization of FDA-approved drugs for rare
diseases is likely to increase as new drugs are
developed and receive FDA approval. As awareness of
rare disease diagnoses improves and diagnostic
capabilities advance, the number of individuals
diagnosed with rare diseases may also grow,
contributing to increased utilization. These factors would
contribute toward increases in premiums. However, as
biosimilar alternatives become available for currently
covered biologics, some drugs may no longer be subject
to the mandate, which could moderate utilization growth
and fiscal impact over time. The extent to which these
factors would affect long-term utilization is unknown.
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Acronyms and Terminology

Acronyms

AB — Assembly Bill
CA — California

COHS - County Organized Health System
DHCS — Department of Health Care Services

CalPERS - California Public Employees' Retirement DMHC — Department of Managed Health Care

System
EHBs — essential health benefits

FDA — U.S. Food and Drug Administration
SB — Senate Bill

CDI - California Department of Insurance

CHBRP - California Health Benefits Review Program

Terminology

CHBRP uses the following terminology for this analysis:
Orphan drug — a pharmaceutical product developed to treat rare diseases or conditions.
Rare disease — a condition affecting fewer than 200,000 persons in the United States.

Utilization management: Utilization management techniques are used by health plans and insurers to control costs,
ensure medication compatibility, and manage safety. Examples include benefit coverage requirements related to prior
authorization, step therapy, quantity limits, and limits related to the age or sex of the enrollee (such as prescription-only
infant formula or prostate cancer screening for men).

Prior authorization:' Also known as precertification, prior approval, or prospective review, prior authorization is a
utilization management technique commonly used by health insurance carriers to ensure that a given medical intervention
meets the insurance plan or policy’s criteria for coverage (Newcomer et al., 2017). Prior authorization was developed as a
tool for insurers to assess the appropriateness of treatment that would result in a hospital admission or a high-cost
procedure (Resneck, 2020). The primary uses of prior authorization include:

o Coverage evaluation: Allows evaluation of whether a test, treatment, or service is medically necessary and
otherwise covered.

o Safety: Acts as a safeguard to confirm that a patient’'s medications are compatible and provides an opportunity to
check that proper diagnostic testing has been completed to ensure patient safety prior to use of a requested
treatment. Prior authorization also reduces inappropriate patient care by stopping unsafe or low-value care that is
inconsistent with the most recent clinical evidence.

o Cost control: Imposition of prior authorization for nonpreferred medications can encourage the use of preferred
medications that can be procured at lower price.

Step therapy: Also known as “fail-first” protocols, step therapy may be applied to prescription medications by health plans
and insurers to control costs, ensure medication compatibility, and manage safety. Health plans/insurers may use step
therapy protocols to apply clinical guidelines established by professional societies and other recognized organizations to
treatment plans. They require an enrollee to try and fail one or more medications prior to receiving coverage for the
initially prescribed medication. Step therapy protocols usually recommend starting with a medication that is less expensive
(generics) and/or has more “post-marketing safety experience” (PBMI, 2015).

" More information about prior authorization is available in CHBRP’s 2023 analysis Prior Authorization in California.
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Overview: AB 1887 and Prescription Drugs for Rare
Diseases

The California Assembly Committee on Health requested that the California Health Benefits Review Program (CHBRP)?
conduct an evidence-based assessment of the medical, financial, and public health impacts of Assembly Bill (AB) 1887 on
prescription drugs for rare diseases, as amended on March 26, 2026.

Bill Language of AB 1887

AB 1887 would prohibit prior authorization, step
therapy, or other utilization review of FDA-approved
prescription drugs indicated for the treatment of a
rare disease;® the bill would only apply to
prescription drugs that do not have a generic,
interchangeable biological product, or biosimilar 2 Medi-Cal
available and that have been prescribed by a
specialist with expertise in the condition or disease
being treated. See the full bill text in CHBRP’s

Figure 1. Health Insurance in CA and AB 1887

N
a

Millions

Technical Brief on AB 1887. Sninstred
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If enacted, AB 1887 would apply to the health Federally 51 and DMHC
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Source: California Health Benefits Review Program, 2026.

and the California Department of Insurance Note: CHBRP generally assumes alignment of Medi-Cal managed care
(CDI). plan benefits, with limited exceptions."
. N . Key: CDI = California Department of Insurance; DMHC = Department of
e Excludes: Medi-Cal beneficiaries enrolled in Maﬁaaed Health Care. P P

DMHC-regulated plans and county organized
health system (COHS) plans.

It should be noted that DMHC regulates the plans and policies of approximately 74% of enrollees associated with
CalPERS, and 80% of Medi-Cal beneficiaries, in addition to commercial enrollees.*

What Are Rare Diseases?

Rare diseases (sometimes referred to as “orphan diseases”) are medical disorders, illnesses, or conditions that affect a
relatively small number of individuals. According to the National Institutes of Health and the Orphan Drug Act, rare
diseases are those that affect fewer than 200,000 people in the United States, which is the definition used in this report

2 See CHBRP’s authorizing statute.

3 Utilization review is also known as utilization management. It includes tools, such as prior authorization and step therapy, that require safety, medical necessity,
and coverage evaluation prior to payment for services. Prior authorization is when proof of medical need and patient safety checks must be completed before
coverage for a service is determined. Step therapy requires a patient to try and fail one or more prescription drugs prior to coverage the initially prescribed
medication. CHBRP provides an overview of common utilization management practices that are addressed by AB 1887 in its explainer Utilization Management: An
Overview.

4 For more detail, see CHBRP’s resource, Sources of Health Insurance in California.
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(Congress.gov, 2024). Rare diseases are often chronic, serious, and progressive diseases that are life-threatening or life-
limiting (NLM, 2017; Zhao et al., 2023).

Signs of rare diseases are often present at birth or in childhood, although there is a subset of rare diseases that do not
appear until adulthood (NIH, 2024; NLM, 2017). Rare diseases can affect any organ system and might affect multiple
body systems. Approximately 80% of rare diseases are caused by genetic mutations (referred to as “Mendelian
disorders”) and may be inherited (passed down through families) but can also be new mutations (de novo) (Marwaha et
al., 2022; NIH 2024). Rare diseases may also be caused by infections or environmental factors (NIH, 2024).

There are an estimated 5,000 to over 10,000 rare diseases in the United States (FDA, 2026a; NIH, 2024). It is estimated
that 1 in 10 Californians, or close to 4 million Californians, are living with a rare disease, based on national estimates
(NIH, 2024). See Table 1 for examples of rare diseases.

What Medication Treatments Exist for Rare Diseases?

The diversity of the conditions and the symptoms they cause mean that there is not one treatment or set of treatments for
all rare diseases. Each rare disease needs its own treatment or set of treatments, and appropriate treatments are
determined by specialists with expertise in the condition or disease being treated (Han et al., 2022). Medications to treat
rare diseases are also called “orphan drugs.”

Medications for rare diseases can be split into three categories, only the first of which is included in the scope of AB 1887:

e On-label usage: An orphan drug is used on-label when it is administered to treat an indication (e.g., a disease or
symptom) according to the FDA-approved labeling. Table 1 shows examples of rare diseases and the number of
FDA-approved medications to treat the disease. See the Background on Rare Diseases section in CHBRP’s
Technical Brief on AB 1887 for the names of the FDA-approved orphan drugs. In 2023, a study estimated around
5% of rare diseases have a disease-specific FDA-approved medication (Fermaglich and Miller, 2023).

The other two categories of medications which are not included in the scope of AB 1887 are:

e Symptom management: Some orphan drugs are FDA-approved medications that treat symptoms that are
present in patients with a rare disease, but the medication is not specific for treatment of that rare disease, for
example, anti-seizure medication to manage symptoms of Dravet syndrome, which causes seizures (Strzelczyk
and Schubert-Bast, 2022).

o Off-label usage: An orphan drug is used off-label when it is administered for an indication not listed on its FDA-
approved labeling (Adachi et al., 2023). For example, prednisone is often used off-label for Duchenne muscular
dystrophy to slow progressive muscle weakness (Kourakis et al., 2021).

Table 1. Examples of Rare Diseases and FDA-Approved Medications Indicated for the Disease (Orphan Drugs)

Number of FDA-

Disease Description of Disease Estimated Prevalence in California Approved Orphan
Drugs for Disease

A genetic disorder that affects the lungs,
Cystic fibrosis gastrointestinal tract, and other body systems, 1 in 6,899 newborns in California 9
causing severe respiratory issues

Duchenne A genetic disorder that leads to progressive 1in 5,000 malg children in the United

muscular . States (approximately 7,800 male 1
loss of muscle function and weakness . . . .

dystrophy children in California) (a)

Current as of April 14, 2026 2 chbrp.org
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Number of FDA-
Disease Description of Disease Estimated Prevalence in California Approved Orphan
Drugs for Disease

Ranges from 1 in 40,000 to 170,000
depending on form of disease and
gender (b) (approximately 200 to 1,000
Californians) (a)

A genetic disorder that leads to a harmful
Fabry disease buildup of fat, which affects the heart, kidneys,
central nervous system, and skin

A genetic disorder that causes nerve cells in

LB the brain to break down, severely affecting

1in 20,000 people in the United States

disease movement and balance (approximately 2,000 Californians) (a)
A genetic disorder that prevents the body from
processing phenylalanine (an amino acid), . . .
Phenylketonuria  which can lead to brain damage or severe 1in 25,000 people in the United States 3

intellectual disabilities if untreated by (approximately 1,500 Californians) (a)

medications and a strict low-protein diet

A genetic disorder that leads to the buildup of

glycogen in the body’s cells and muscle 1in 40,000 people in the United States
weakness, which affects the heart and liver, (approximately 1,000 Californians) (a)
leading to severe respiratory movement issues

Pompe disease

A genetic disorder affecting red blood cells,
which leads to damage in the bones, spleen, Approximately 7,000 Californians 3
and other organs as well as severe pain crises

Sickle cell
disease

Source: California Health Benefits Review Program, 2026, based on CDC, 2025; FDA, 2026b; Hillert et al., 2020; Kharrazi et al., 2015; Lerario et
al., 2024; Medina et al., 2022; NIH, 2013; NLM, 2016, 2021, 2022, 2024a, 2024b, 2025a, 2025b; Reeves et al., 2024.

Notes: (a) Calculated estimate based on California population of 38 million people.

(b) Fabry disease is X-linked (see the Disparities in Rare Diseases section of CHBRP’s Technical Report on AB 1887 for more details) and has multiple
forms and more severely affects male children and adults. Female children and adults usually have milder symptoms, and a small percentage could
have no symptoms.

Key: FDA = U.S. Food and Drug Administration.

It should also be noted that orphan drugs may be either small molecule drugs or biologics (large molecule). Small
molecule drugs are chemically synthesized compounds, typically taken orally, that can be copied. Biologics are complex,
large molecule drugs that are derived from living cells and are typically administered by injection or infusion. Biologics also
include a category of drugs called biosimilars, which are biologics that are very similar to a brand-name biologic. In
general, small molecule drugs are significantly less expensive than biologics (Vogel et al., 2025). AB 1887 would apply to
small molecule drugs and biologics.

What Is Utilization Management for Medications, and Why Does It Matter for Rare Diseases?

Briefly, utilization management techniques are used by health plans and insurers to control costs, ensure medication
compatibility, and manage safety. Examples include:

e Prior authorization: the insurance carrier grants permission for use of the medication after the clinician
prescribes it, before the patient can begin treatment.

Current as of April 14, 2026 3 chbrp.org
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e Step therapy: the insurance carrier requires a certain medication for the medical condition to be used as a first
step, before different prescription medication is approved. Step therapy is not typically used for rare diseases as
most have only a single FDA-labeled medication, if any, and thus no other steps are typically available.®

For more information about utilization management and prior authorization please see CHBRP’s 2026 overview,
Utilization Management: An Overview as well as CHBRP’s 2023 analysis, Prior Authorization in California.

Prior authorization is the utilization management technique that is commonly used for treatments for rare diseases. A
2017 study analyzed coverage for 138 identified orphan drugs between 2000 and 2016 through a review of formulary
decisions from 20 leading commercial payers. The study found that the average payer assigning 45% of orphan drugs
with prior authorization, which was higher than the use of prior authorization for non-orphan drugs (Cohen and Awatin,
2017). None of the payers in this study reported the use of step therapy for orphan drugs (Cohen and Awatin, 2017).

Disparities in Rare Diseases and Barriers to Accessing Rare Disease Diagnoses and
Treatment

For people with rare diseases, there are disparities in access to diagnosis, treatment, and in the populations of patients
involved in studies for the development of medication treatments by race/ethnicity, sex/gender, income, age, and
geography, contributing to general challenges to diagnosis and treatment of rare diseases.

Although California does screen newborns for a number of rare diseases, there are still challenges in obtaining a timely
diagnosis for some diseases, which often require many diagnostic tests at specialty clinics (Marwaha et al., 2022; Reisin
et al., 2017). Compared to people without rare diseases, people with rare diseases experience more out-of-pocket costs
to diagnose and treat the disease, often making it difficult for individuals and their families to afford diagnosis and
treatment (Adachi et al., 2023; Chaudhary and Kumar, 2025). There are also a limited number of rare disease clinicians
and specialty clinics that can diagnose and treat patients with rare diseases (Penon-Portmann et al., 2020; Wojcik et al.,
2023).

Additionally, there are disparities in the populations of patients involved in studies to the develop new orphan drugs. There
are limited medication treatment options for many rare diseases, and it is challenging to obtain a representative sample of
patients to develop new treatments for rare diseases given the small number of people with rare diseases (Bell and Tudur
Smith, 2014; Fermaglich and Miller 2023; Rath et al., 2017). Studies have observed that participants in clinical trials for
orphan drugs are predominantly White, and that non-White individuals and children with rare diseases are often
underrepresented as participants in the development of new drugs, which could lead to limited treatment options for these
populations (Goel et al., 2021; Serrano et al., 2023).

Societal Impact of Rare Diseases

Since rare diseases are often life-limiting and associated with substantial medical needs, the presence of these diseases
has direct and indirect economic and societal costs, which can vary for different rare diseases. Individuals with rare
diseases or their families may need to miss work, retire early, or require constant caregiving, especially if travel is
necessary to access specialty care. A 2022 assessment in the United States estimated that the total economic burden of
rare diseases amounted to $997 billion, and indirect costs made up 44% of the economic burden ($437 billion) (Yang et
al., 2022).

5 Per discussion with content experts, Drs. V. Ma and M. Martin. March 2026..
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Utilization Management and Access to Prescription Drugs for Rare Diseases

CHBRP’s medical literature review summarized evidence on the potential impact of utilization management — including
prior authorization, step therapy, and other utilization review — on delays or denials of coverage of prescription drug
treatments for rare diseases.

CHBRP found no studies that directly evaluated the impacts of utilization management on prescription drug treatment for
rare diseases (Table 2). CHBRP did identify studies that assessed utilization management techniques on prescription
drugs and other health care services not specific to rare diseases. Although these conditions differ from rare diseases,
they are the closest available evidence to assess the impact of utilization management on prescription drug access for
rare diseases. It should be noted that prescription drug treatments for rare diseases may differ from prescription drugs for
other chronic diseases as there is typically one treatment available for rare diseases compared to multiple generic and/or
non-generic treatments. Therefore, utilization management may impact access to prescription drugs for rare diseases
differently than those for non-rare diseases.

There is some evidence® that utilization management is associated with delays in access to prescription drugs to treat
non-rare diseases and the delays impact utilization of health care services such as hospitalizations and emergency
department visits, in addition to clinical outcomes (e.g., morbidity for non-rare diseases). There is conflicting evidence’ on
the impact of utilization management on denials of prescription drug treatments for non-rare diseases.

Table 2. Summary of Evidence on the Impact of Utilization Management on Access to FDA-Approved Orphan
Drugs

Impact of Utilization Management on Access

Outcomes to FDA-Approved Orphan Drugs*
Delays in treatment l N::::::h
Denials of treatment ”,‘:;12322"

Source: California Health Benefits Review Program, 2026.

Note: *Not enough research indicates that there are no studies of the treatment, or the available studies are not of high quality, meaning there is not enough
evidence available to know whether or not a treatment is effective. It does not indicate that a treatment is not effective.

Key: FDA = U.S. Food and Drug Administration.

Policy Context
Existing California Law and Regulations

Prior authorization and utilization review

State-regulated health plans and insurers must follow specific requirements when deciding whether to approve, modify, or
deny payment for requested medical services. For example, the guidelines used to determine the criteria for coverage
decisions must be aligned with clinical principles, and certain communications must be made to the patient.
Determinations to modify or deny a service based on medical necessity must be made by a licensed physician or a

8 Some evidence indicates that a small number of studies have limited generalizability to the population of interest and/or the studies have a serious
methodological concern in research design or implementation. Conclusions could be altered with additional evidence.
7 Conflicting evidence indicates that a similar number of studies of equal quality suggest the treatment is effective as suggest the treatment is not effective.
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licensed health care professional skilled in the clinical issues involved in the service requested.® Coverage decisions must
be made in a timely manner. The specific timeline depends on when the coverage review occurs and the type of benefit:

¢ Medical benefit services: Coverage decisions for services delivered before or at the same time as a patient is
receiving care must be made within 5 business days of the health plan/insurer receiving all necessary information;
those for services after care has been given must be made within 30 days of receiving all necessary information.
If a health plan/insurer cannot make a coverage decision due to a lack of information (e.g., clinical notes, test
results), existing law allows for an extension of the review timeline. The extension is typically 14 calendar days but
may be granted to up to 28 days.® Health plans and insurers must fast-track coverage decisions when a patient’s
health or recovery is at risk and they require urgent care services."°

* Pharmacy benefit services: Coverage decisions must be made within 72 hours of nonurgent requests and 24
hours of urgent requests. Health plans/insurers may request additional information but must do so within the
same 72- or 24-hour timeframes. "

Step therapy

California law allows health plans and insurers to require step therapy if there is more than one clinically appropriate drug
available for treatment. Step therapy exceptions must be granted in specific situations, including if the required
prescription drug is contraindicated or expected to be ineffective based on the patient’s clinical circumstances. Patients
may appeal denials of exception requests.'?

Oversight of health plans

California law requires DMHC to conduct an evaluation of each licensed health plan at least once every 3 years. The
department assesses each plan’s compliance on program areas such as utilization management, quality assurance,
access and availability, and meeting enrollees’ health care needs.'®

Essential Health Benefits and the Affordable Care Act

When a state requires health plans/insurers to cover more than the federal essential health benefits (EHBs), it is
considered “exceeding EHBs.” In these cases, the state — rather than the federal government or the health plan/insurer —
is responsible for paying the extra cost of that care. Because AB 1887 does not require coverage for any additional
prescription drugs, the proposed mandate would not exceed the current definition of EHBs in California.

Similar Legislation in Other States

In 2025, Minnesota and New Mexico enacted legislation similar to AB 1887. Minnesota’s law prohibits health plans from
restricting where an enrollee receives services for the diagnosis, monitoring, or treatment of a rare disease. The law also
mandates that cost sharing and service limitations for rare diseases cannot be more restrictive than those for in-network
care.™ The New Mexico law bans health insurers from requiring step therapy or prior authorization for FDA-approved,
including off-label, medications used to treat rare diseases or conditions. Oklahoma is currently considering legislation
that would establish guidelines for step therapy protocols for rare diseases and other conditions.®

8 HSC 1367.01; INS 10123.135.

9 Title 28 California Code of Regulations (CCR) 1300.67.2.2.

0 HSC 1367.01; INS 10123.135; 28 CCR 1300.67.2.2; 10 CCR 2562.09.
HSC 1367.241; INS 10123.191.

12HSC 1367.206; INS 10123.201.

3 HSC 1380.

4 Minnesota Statute 62Q.451.

5 Oklahoma Senate Bill 1064.
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Similar Legislation in California

CHBRP was also requested to analyze SB 1094 Prescription Drugs, as introduced on February 13, 2026, which contains
provisions that may overlap with AB 1887 if both were to be enacted.

Back to Table of Contents
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Analytic Approach and Assumptions

CHBRP analyzes bills in the current environment given current law and regulations at both the state and federal levels. All
estimates are based on current data and do not take into consideration any future or potential changes to factors that may
influence the impacts of AB 1887, unless otherwise specifically mentioned.

Language Interpretation

CHBRP made the following assumptions based on the language of AB 1887:

e On-label use: Medications are FDA-approved for a specific purpose but can also be used “off-label” for other
purposes. Off-label use refers to the practice of prescribing or using a medication for a purpose, dosage, route of
administration, or patient population that is not explicitly approved by the FDA. Under existing law, plans and policies
cannot limit or deny coverage for off-label use of prescription drugs.'® CHBRP assumed AB 1887 would only apply to
on-label use of prescription drugs, that is, only those drugs that are prescribed and used as indicated on the FDA
label would qualify for the prohibition on utilization management per AB 1887.

o Utilization management: CHBRP uses the term “utilization management” to include prior authorization, step therapy,
and other utilization review throughout this analysis. Based on existing literature and discussion with content experts,
CHBRP determined that prior authorization is typically the only type of utilization management used when reviewing
access to coverage for FDA-approved orphan drugs."”

Pharmacy Benefit Coverage WHAT BENEFIT DO PRESCRIPTION-

* AsofJanuary 1, 2022, outpatient BASED SERVICES FALL UNDER?
prescription drugs are covered on a fee-for-
service basis by DHCS for all Medi-Cal 2
beneficiaries through the Medi-Cal Rx A;Ez';;;?.:: “ Pg?zg’_ﬁgy

program.'® Their pharmacy benefit is “carved

out” of the coverage provided by Medi-Cal

managed care plans, and so AB 1887 would ‘ ¢ u '
I 118

not be expected to impact their benefit

coverage. ly. LA (.!

e For this analysis, CHBRP has assumed that

AB 1887 applies to plans and policies that Prescription drugs Self-administered drugs (e.g.,
cover prescription drugs on both the medical adm'_”_'s"ered U“d_ef oral medications, self-
benefit and pharmacy benefit. In general, supervision of physician injections, patches, inhaled

lly in hospital, doctor’ oAt stori
CHBRP assumes that drugs that are (%?f?séaithnsioisgé:tér %ih%rrs medications, suppositories)

physician-ordered and administered under medical facility)
the supervision of a physician (typically in a

hospital, a provider’s office, infusion center,

or similar medical facility), along with the hospital stay or office visit, are generally covered through a medical benefit.
Pharmacy benefits cover outpatient prescription drugs by covering prescriptions that are generally filled at a retail
pharmacy, a mail-order pharmacy, or a specialty pharmacy.

8 HSC 1367.21 and INS 10123.195.

17 Per discussion with content experts, Drs. V. Ma and M. Martin. March 2026.

8 For more on outpatient prescription drug coverage among Californians with state-regulated health insurance, see CHBRP’s resource Pharmacy Benefit
Coverage in State-Regulated Health Insurance.
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Cost-Related Analytical Approach and Assumptions

This analysis reports the estimated incremental impact of full-scale implementation of AB 1887 on benefit coverage,
utilization, and cost for a single year."® Full-scale implementation typically requires a “ramp up” period which may include
educating enrollees, providers and insurance carriers on the new benefits or coverage, updating procedures and policies,
and increasing provider capacity for marginal utilization resulting from AB 1887. Furthermore, some policies may have
staggered implementation or longer-term changes in utilization. The incremental impact estimates below assume there is
no “ramp up” period and represent ongoing annual costs at full-scale implementation of AB 1887, including potential short-
term offsets. CHBRP further assumes that state and industry policies and provider and patient behaviors would remain
constant throughout the time period it takes for the full impact of the bill to be realized.?° For a discussion of long-term
impacts of AB 1887, see the Long-Term Impacts section.

CHBRP made the following assumptions:

o All enrollees with state-regulated commercial insurance coverage face utilization management for FDA-approved
medications that are indicated for the specific rare disease on the FDA label (orphan drugs) without a generic or
biosimilar available.

e Approximately 5% of rare diseases have an available FDA-approved orphan drug. As a result, the population of
enrollees subject to the utilization management requirements addressed by AB 1887 represents a subset of all
enrollees with rare diseases.

o Utilization management leads to a 60-day delay in access to all new prescriptions for users, i.e., individuals with rare
diseases starting an FDA-approved orphan drug. The 60-day delay estimate reflects clinical expert opinion from a
specialist in rare metabolic diseases with extensive experience managing utilization management requirements for
this patient population. Unlike the studies reviewed, which examined utilization management delays in more common
conditions over shorter timeframes, rare disease prior authorization processes are typically more burdensome, often
requiring detailed diagnostic documentation, genetic testing results, and specialist attestation, justifying a longer
estimated delay than those observed in the published literature.?’

o 10% of enrollees with a rare disease who are eligible to take FDA-approved orphan drugs start a new drug each
year.? The postmandate utilization of these drugs will depend on the disease and orphan drug in question:

o For some new prescriptions, removal of utilization management requirements is assumed to reduce delays in
accessing their medication by 60 days, or two 30-day fills.

o This reduction in delay means that new prescriptions would be filled 12 times in 1 year rather than 10 times.
In other words, eliminating utilization management would result in those users receiving two additional 30-day
fills per year.

o The resulting increase in prescriptions varies by drug type, as injectables and infusions are typically
administered less frequently (e.g., quarterly) than oral medications, meaning the 60-day delay displaces fewer
administrations and produces a smaller percentage increase in fills for those drug types.

o Some enrollees with rare diseases may be taking more than one FDA-approved drug specifically indicated for
the rare disease.

o Utilization management does not impact existing users, i.e., individuals already taking FDA-approved orphan drugs.
While it is possible that utilization management could impact a small proportion of individuals who may experience
gaps or delays during the beginning of plan years,?®> CHBRP was unable to quantify this number. The cost impact of
AB 1887 reflects an acceleration effect rather than induced demand, that is, costs increase because patients access

8 For some analyses, impacts as a result of changes to health insurance benefits may occur over multiple years (e.g., impacts in pregnancy and childbirth rates
resulting from changes to utilization of fertility services, staggered implementation, or long-term changes in utilization). CHBRP’s estimates represent the full
impact of the mandate in 1 year even if changes in coverage, utilization offsets, and costs may be realized in more than 1 year.

20 CHBRP’s Cost and Coverage Model also assumes enrollees maintain one form of health insurance for the entire calendar year. Examples of state and industry
policies and behavior include medications that may be developed or approved in the future, health insurance market changes beyond what is known at the time of
publication of this analysis, and statutory changes resulting from other health benefit mandates.

21 Per discussion with content experts, Drs. V. Ma and M. Martin. March 2026.

22 pPer discussion with content experts, Drs. V. Ma and M. Martin. March 2026.

23 Per discussion with content experts, Drs. V. Ma and M. Martin. March 2026.
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medications sooner than they otherwise would, not because new patients begin treatments they would not have
otherwise received.

o New prescriptions replace a delayed start to the same medication, not a switch from an alternative therapy or the
addition of a new drug on top of an existing regimen.

¢ Gene therapies for rare diseases are covered under reinsurance programs?* and therefore excluded them from the
utilization and cost estimates, as increases in the use of these treatments would not affect expenditures.

o AB 1887 specifies that the prohibition on utilization management applies only when a drug is prescribed by a
specialist with expertise in the condition or disease being treated. CHBRP assumed that all FDA-approved orphan
drugs are prescribed by specialists with relevant expertise, as the complexity of rare disease diagnosis and
management typically requires specialist involvement.

CHBRP estimated utilization for both small molecule and biologic drugs, and presents them separately, given the
differences in cost for these two medication types. CHBRP also estimated utilization for drugs that fall under the pharmacy
benefit and the medical benefit separately. To estimate utilization at baseline, CHBRP used ICD-10 codes for rare
diseases from Orphanet and the Food and Drug Administration’s (FDA) Orphan Drug database to estimate the number of
individuals in California with rare diseases using FDA-approved medication that are indicated for the specific rare disease
(FDA, 2026b; Orphanet, 2026). To identify drugs that would not be subject to the mandate, CHBRP then cross-referenced
this list of drugs with lists of drugs from the FDA’s Orange Book and Purple Book, which detail generic and biosimilar
drugs, respectively. CHBRP then estimated the number of individuals and individual prescriptions of the remaining drugs
without an available generic or biosimilar equivalent (Figure 2).

Figure 2. CHBRP Methodology to Determine Baseline and Postmandate Utilization for AB 1887.

Step 1: Identify rare disease drugs (~860 unique FDA-approved medications for rare diseases)
Use ICD-10 codes from Orphanet + FDA Orphan Drug database
|

Step 2: Remove drugs with generics or biosimilars (~33% have a generic or biosimilar equivalent)
Cross-reference FDA Orange Book (generics) and FDA Purple Book (biosimilars)

Step 3: Identify individuals using these drugs using commercial claims data (~82,000 enrollees)

Estimate number of enrollees in California with rare diseases

!
Count enrollees and prescriptions for drugs, assume new users (~8,200) have 60-day delay in prescriptions due to utilization management
1 !
Baseline utilization: Small molecule drugs Baseline utilization: Biologic drugs
Pharmacy + medical benefit Pharmacy + medical benefit
I !

Step 6: Estimate postmandate utilization
Assume new users (~8,200 each year) now get 2 additional 30-day prescriptions per year with removal of utilization management
Postmandate utilization: Small molecule drugs Baseline utilization: Biologic drugs

Pharmacy + medical benefit

I Step 4: Estimate baseline utilization

Pharmacy + medical benefit

Source: California Health Benefits Review Program, 2026.
Key: FDA = U.S. Food and Drug Administration.

24 Reinsurance programs provide financial protection to health plans against high-cost claims by transferring a portion of the risk to a secondary insurer.
Reinsurance purchased by an insurance company or health maintenance organization allows the company to pass all or part of its risk to another insurance
company, either on a per-person basis or on a pooled basis. Typical reinsurance policies cover medical expenses surpassing $250,000-$500,000 per individual
annually, a threshold into which all currently approved cell and gene therapies would fall. Given the high cost of gene therapies for rare diseases, with many
therapies priced between $2 million and $4 million per treatment, health plans rely on reinsurance or stop-loss coverage specifically designed for gene therapies.

Current as of April 14, 2026 10 chbrp.org
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For further details on the underlying data sources, methods, and assumptions used in this analysis, please see CHBRP’s
Technical Brief on AB 1887, available at www.chbrp.org.

Back to Table of Contents
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AB 1887 Impacts: Benefit Coverage and Cost

CHBRP estimated that at baseline, of the 13.8 million Californians with health insurance subject to AB 1887, there are
1,379,900 Californians with rare diseases (10%) (Table 8). Of those with rare diseases, zero Californians (0%) are
enrolled in plans or policies that are compliant with AB 1887 (Figure 3). Postmandate, CHBRP estimates 100% of
Californians with state-regulated insurance subject to the mandate would have coverage compliant with AB 1887. Please
note that CHBRP’s approach is to assume full compliance postmandate on the part of all health insurance subject to the
proposed mandate. For additional details on impacts to benefit coverage, see the Appendix.

Figure 3. California Health Insurance and Baseline Compliance With AB 1887

Exempt / Not Subject Noncompliant

24,298,000 13,799,000 38,097,000

I
Subject to AB 1887

T
State-Regulated Health Insurance

|
Total California Population

Source: California Health Benefits Review Program, 2026.

Utilization and Unit Cost

At baseline, CHBRP estimates that 82,000 enrollees receive orphan drugs. Of these, CHBRP assumes 10%, or
approximately 8,200, start a new prescription in any given year, and it is this subset of new starters whose prescriptions
are estimated to be subject to a 60-day utilization management delay and whose access would be accelerated under AB
1887.

For pharmacy scripts, CHBRP estimates 165,000 pharmacy scripts for FDA-approved small molecule orphan drugs and
222,000 pharmacy scripts for biologic orphan drugs at baseline. For physician-administered drugs, CHBRP estimates
50,000 physician-administered drugs for FDA-approved small molecule drugs indicated for rare diseases and 84,000
physician-administered drugs for FDA-approved biologic drugs indicated for rare diseases.

Postmandate, CHBRP assumed that the elimination of utilization management would remove the 60-day delay in
prescription initiation for new users, such that users starting new drugs would receive 12 months-worth of prescription fills
in the mandate year. CHBRP estimates that AB 1887 would result in these approximately 8,200 enrollees potentially
accessing their new prescriptions up to 2 months sooner, amounting to an additional 17,000 prescriptions, due to the
removal of utilization management requirements.

Postmandate, CHBRP estimates 171,000 pharmacy scripts for FDA-approved small molecule drugs and 227,000

pharmacy scripts for FDA-approved biologic drugs postmandate, 4% and 2% increases from baseline, respectively. For
physician-administered drugs, CHBRP estimates 54,000 physician-administered drugs for FDA-approved small molecule
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drugs and 86,000 physician-administered drugs for FDA-approved biologic drugs postmandate, an 8% and 2% increase
from baseline, respectively.?®

CHBRP estimated unit costs separately for pharmacy scripts and physician-administered drugs, and for FDA-approved
small molecule and biologic drugs. At baseline, the average cost per pharmacy script is $12,700 for small molecule
orphan drugs and $6,800 for biologic orphan drugs. The average cost per physician-administered drug is $700 for small
molecule orphan drugs and $17,400 for biologic orphan drugs. CHBRP estimates no change in unit costs postmandate.
Table 3 shows estimates of the impacts of AB 1887 on utilization and unit cost of FDA-approved orphan drugs.

Table 3. Impacts of AB 1887 on Utilization and Unit Cost, 2027

Baseline Postmandate Increase/ Percentage
Decrease Change
Enrollees with rare diseases
Number of enrollees with rare diseases* 1,379,900 1,379,900 0 0%
Number of enrollees with rare diseases receiving treatment 82,000 82,000 0 0%
Utilization
Small molecule
Pharmacy scripts 165,000 171,000 6,000 4%
Physician-administered drug 50,000 54,000 4,000 8%
Biologics
Pharmacy scripts 222,000 227,000 5,000 2%
Physician-administered drug 84,000 86,000 2,000 2%
Unit cost
Small molecule
Pharmacy scripts $12,700 $12,700 $0 0%
Physician-administered drug $700 $700 $0 0%
Biologics
Pharmacy scripts $6,800 $6,800 $0 0%
Physician-administered drug $17,400 $17,400 $0 0%

Source: California Health Benefits Review Program, 2026.
Note: * Rare diseases are diseases with fewer than 200,000 affected individuals in the United States.

25 Small molecule drugs administered in a physician's office may have a shorter dosing interval than biologics (e.g., weekly or biweekly vs. monthly or quarterly for
biologics), meaning a 60-day delay displaces more administrations proportionally, producing a larger % increase when that delay is removed.
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Expenditures and Premium Impacts

Policies affecting health insurance benefits, such as benefit coverage mandates, impact stakeholders in distinct
ways. In terms of direct costs, these stakeholders can generally be grouped into two categories: (1) enrollees who pay for
the benefit and utilize the benefit,?® and (2) those who pay for the benefit but do not utilize it. All enrollees within a risk pool
share in these costs through the benefit's impact on plan premiums. Enrollees who use a benefit may be responsible for
paying premiums and any out-of-pocket expenses related to the benefit.

Expenditure Impacts on Employers and All Enrollees

As shown in Figure 4, for DMHC-regulated plans and

CDI-regulated policies, AB 1887 would increase total

premiums paid by employers and enrollees for newly Figure 4. Expenditure Impacts of AB 1887 on
covered benefits by approximately $148 million Employers and Enrollees

(0.08%). Medi-Cal enrollees see no change in
premiums or expenditures, as the mandate does not
apply to Medi-Cal. Employer Premiums | $96,059,000
Premium impacts vary across market segments.
Among DMHC-regulated commercial plans, small
group enrollees would see the largest total premium
change ($0.97 per member per month), followed by
individual ($0.89) and large group ($0.89). Among
CDl-regulated commercial plans, individual market
enrollees would see the largest premium change

Individual Premiums | $26,573,000

Employee Premiums  $25,155,000

($1.04 per member per month), which is the highest of Medi-Cal Managed Care

any market segment. CalPERS enrollees would see a Plan Expenditures $o

smaller premium impact ($0.78 per member per

month), while Medi-Cal enrollees would see no Source: California Health Benefits Review Program, 2026.
premium change because the mandate does not apply

to Medi-Cal.

CHBRP projects no change to copayments or coinsurance rates but does project an increase in utilization of FDA-
approved orphan drugs and therefore an increase in enrollee cost sharing. Cost-sharing impacts follow a similar pattern,
with small- and individual-market enrollees in both DMHC-regulated plans and CDI-regulated policies seeing higher cost-
sharing increases than large-group enrollees. Cost-sharing increases range from $0.04 per member per month for
CalPERS enrollees to $0.06 for DMHC-regulated individual market enrollees. There are no changes in expenses for
noncovered benefits across any market segment.

The percent change in insured premiums is largest for DMHC-regulated large- and small-group enrollees, and CDI-
regulated individual market enrollees (0.12%) and smallest for CalPERS and CDI-regulated large-group enrollees
(0.09%), with all other commercial market segments falling within a range of 0.10% to 0.11%. For more details on
postmandate changes in premiums and total expenditures by market segment, see Table 10 in the Appendix. Enrollee
premiums calculated include premiums for those enrollees using the benefit in addition to those not using the benefit. No
measurable offsets are projected (Table 5; see also Table 9 and Table 10 in the Appendix).

26Depending on their health insurance and the benefit in question, enrollees may or may not also pay for the benefit. For example, most Medi-Cal beneficiaries do
not have cost sharing and do not pay health insurance premiums, whereas enrollees with a health insurance plan in the individual market may pay both insurance
premiums and cost sharing or other out-of-pocket expenses.
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Table 4. Premium Impact Ranges of AB 1887 by Market Segment

Market Segment Premium Impact Range (PMPM)

Commercial plans/policies $0.89-$1.04
CalPERS $0.78
Medi-Cal $0.00

Source: California Health Benefits Review Program, 2026.
Key: CalPERS = California Public Employees’ Retirement System; PMPM = per member per month.

Below, Table 5 provides estimates of the aggregate impacts of AB 1887 on premiums. CHBRP estimates that AB 1887
would increase total premiums by $148 million (0.08%) postmandate. For non-enrollee premiums, employer-sponsored
premiums would increase by $89 million (0.12%), and CalPERS employer premiums would increase by approximately $7
million (0.09%). For enrollee premiums, premiums for individuals with individually-purchased insurance would increase by
$27 million (0.10%), with increases of $10 million (0.11%) for those enrolled outside Covered California and $17 million
(0.10%) for those enrolled through Covered California. Premiums for enrollees with group insurance would increase by
$25 million (0.12%).

Table 5. Impacts of AB 1887 on Premiums, 2027
Baseline Postmandate

Increase/ Decrease Percentage Change

Non-enrollee premiums

Employer-sponsored (a) $75,730,916,000 $75,819,615,000 $88,699,000 0.12%
CalPERS employer (b) $8,611,855,000 $8,619,215,000 $7,360,000 0.09%
Medi-Cal (c) $42,982,384,000 $42,982,384,000 $0 0.00%
Enrollee premiums
E::g:g::dmx'riﬁly $25,775,325,000 $25,801,898,000 $26,573,000 0.10%
Outside Covered California $9,551,761,000 $9,561,847,000 $10,086,000 0.11%
Through Covered California $16,223,564,000 $16,240,051,000 $16,487,000 0.10%
Enrollees, group insurance (d) $21,828,135,000 $21,853,290,000 $25,155,000 0.12%
Total premiums $174,928,615,000 $175,076,402,000 $147,787,000 0.08%

Source: California Health Benefits Review Program, 2026.

Notes: (a) In some cases, a union or other organization. Excludes CalPERS.

(b) Includes only CalPERS enrollees in DMHC-regulated plans. Approximately 49.0% are state retirees, state employees, or their dependents. About one
in five (20.4%) of these enrollees has a pharmacy benefit not subject to DMHC. CHBRP has projected no impact for those enrollees. However,
CalPERS could, postmandate, require equivalent coverage for all its members (which could increase the total impact on CalPERS).

(c) Includes only Medi-Cal beneficiaries enrolled in DMHC-regulated plans.

(d) Enrollee premium expenditures include contributions by enrollees to employer (or union or other organization)-sponsored health insurance, health
insurance purchased through Covered California, and any contributions to enroliment through Medi-Cal to a DMHC-regulated plan.

Key: CalPERS = California Public Employees’ Retirement System; CDI = California Department of Insurance; DMHC = Department of Managed Health
Care.
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Enrollee Expenses for Benefit Users

The per-enrollee cost impact of AB 1887 is modest, reflecting the narrow population affected, approximately 0.06% of
most plan types, with annual premium impacts ranging from $1.49 to $10.69 depending on market segment. Because the
elimination of utilization management delays would result in new users receiving an additional 60-days worth of
prescriptions in the mandate year (i.e., two additional 30-day prescriptions in the first year of use), average annual
enrollee expenses for users are estimated at $1,000 for large-group, $1,100 for small-group, $1,200 for individual, and
$900 for CalPERS enrollees (Table 6). These users represent approximately 0.06% of the large-group, small-group, and
individual populations and 0.05% of CalPERS enrollees. The average annual enrollee premium impact for users is $1.90
for large-group, $3.80 for small-group, $10.69 for individual, and $1.49 for CalPERS enrollees. The impact of AB 1887 on
average enrollee out-of-pocket expenses for those enrollees not utilizing the benefit is limited to the premium impact, as
non-users would experience no change in cost sharing or expenses for noncovered benefits. Average annual enrollee
premium impacts for non-users mirror those for users: $1.90 for large-group, $3.80 for small-group, $10.69 for individual,
and $1.49 for CalPERS enrollees (Table 7). It is possible that some enrollees incurred expenses related to FDA-approved
orphan drugs for which coverage was denied, but CHBRP cannot estimate the frequency with which such situations occur
and so cannot offer a calculation of impact.

The presence of a deductible not yet met for the year?” could result in the enrollee paying the full unit cost, but hitting the
annual out-of-pocket maximum?® would result in the enrollee having no further cost sharing.

Other Cost Considerations

The literature identifies direct financial barriers, particularly high out-of-pocket costs and restrictive formulary tiering, as the
primary drivers of reduced utilization and treatment abandonment for FDA-approved orphan drugs. Higher patient cost
sharing is consistently associated with lower rates of medication initiation and persistence, with abandonment rates
ranging from 32% to 75% for specialty drugs when cost sharing exceeded $100 (Ismail et al., 2023). This relationship is
particularly pronounced for biologics, where abandonment rates rose from 1.3% at the lowest cost levels to 32.7% for
patients facing out-of-pocket costs exceeding $550, and for PCSKQ9 inhibitors, where abandonment ranged from 7.5% at a
$0 copay to over 75% for copays greater than $350 (Hopson et al., 2016; Navar et al., 2017). Formulary placement
compounds these challenges — on average, 85% of orphan drugs on Medicare Part D formularies were placed on the
highest cost-sharing tier, often with coinsurance rates

of 25% to 33% (Yehia, 2020). In exchange plans, WHAT ELSE SHOULD

orphan drugs frequently appear on the highest tiers POLICYMAKERS CONSIDER?

with coinsurance rates of up to 50% and first-month The full impacts of legislation may affect more

costs exceeding $6,000 (Robinson et al., 2014). than benefit coverage, utilization, and cost. See

Beneficiaries without low-income subsidies had a 37% more details on each in the fiscal technical brief.

higher rate of non-initiation for specialty drugs

compared to those receiving subsidies (Dusetzina et Changes in

al., 2022). These findings suggest that while AB 1887 e the number of

) . S spending :

would address delays associated with utilization targets uninsured

management, cost barriers represent a significant and persons

ongoing challenge for enrollees with rare diseases

that the mandate would not directly address. Potential cost
. Administrative | A" 22 of exceeding

For more information, see the Technical Brief on AB I and other /\/| essential

1887, including what else policymakers should : expenses I health

consider. benefits

27 For estimates of enrollees in plans and policies with deductibles, see CHBRP’s resource Deductibles in State-Regulated Health Insurance.

28 For most enrollees in most plans and policies regulated by DMHC or CDI, applicable copays and coinsurance for prescription medications is limited to $250, or
$500 for enrollees in the “bronze plans” available from Covered California, the state’s ACA marketplace (HSC 1342.73; INS 10123.1932). Cost sharing could be
higher for an enrollee in a plan or policy that includes a deductible.
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Table 6. Impact of AB 1887 on Average User Enrollee Expenses

Large Small Individual CalPERS Medi-Cal

Group Group

Table 7. Impact of AB 1887 on Average Non-User Enrollee Expenses

Large Small Individual CalPERS Medi-Cal
Group Group

% of population with
enrollee expenses
impact due to AB
1887

0.06% 0.06% 0.06% 0.05% 0.00%

Average annual
enrollee premium $1.90 $3.80 $10.69 $1.49 $0.00
impact for users

Average annual
enrollee expenses $1,000 $1,100 $1,200 $900 $0
impact for users*

Source: California Health Benefits Review Program, 2026.

Notes: Average enrollee expenses include cost sharing (e.g., deductibles, copays, etc.) for
covered benefits and out-of-pocket expenses for noncovered benefits. Average annual enrollee
premium impact includes the employee portion of the premium only.

* Benefit coverage for Medi-Cal beneficiaries does not generally include any cost sharing.

% of population
without enrollee
expenses impact
due to AB 1887

99.94%  99.94% 99.94% 99.95% 100.00%

Average annual
enrollee premium $1.90 $3.80 $10.69 $1.49 $0.00
impact for non-users

Average annual
enrollee expenses $0 $0 $0 $0 $0
impact for non-users*

Source: California Health Benefits Review Program, 2026.

Notes: Average enrollee expenses include cost sharing (e.g., deductibles, copays, etc.) for
covered benefits and out-of-pocket expenses for noncovered benefits. Average annual enrollee
premium impact includes the employee portion of the premium only.

* Benefit coverage for Medi-Cal beneficiaries does not generally include any cost sharing.
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AB 1887 Impacts: Public Health

The public health impact analysis includes estimated impacts in the short term (within 12 months of full implementation)
and in the long term (beyond the first 12 months following full implementation). This section estimates the short-term
impact?® of AB 1887 access to medication treatments and health outcomes. See the Long-Term Impacts section for a
discussion of the potential impact on disparities and on the health care workforce.

As presented in the Utilization Management and Access to Prescription Drugs for Rare Diseases section, CHBRP found
there is not enough research on the impact of utilization management on access to orphan drugs. In studies of non-rare
diseases, CHBRP found some evidence that prior authorization results in delays for initiation of prescription drug
treatments and some evidence that these delays may contribute to hospitalizations, emergency department visits, and
increased disease morbidity. However, prescription drug treatments for rare diseases may differ from chronic diseases as
there is typically one treatment available for rare diseases compared to multiple generic and/or non-generic treatments for
non-rare diseases. Utilization management may impact access to prescription drugs for rare diseases differently than
prescription drugs for non-rare diseases. CHBRP found no evidence to distinguish the differences.

As presented in the AB 1887 Impacts: Benefit Coverage and Cost section, CHBRP estimates that in the first year
postmandate, AB 1887 would result in 8,200 people who are starting new prescriptions for a medication to treat a rare
disease to potentially access their prescriptions up to 2 months sooner (amounting to an additional 17,000 total
prescriptions during that time period), due to the removal of utilization management.*

Since rare diseases are often chronic, serious, and progressive in nature and are often life-threatening or life-limiting, AB
1887 may improve the health and quality-of-life for people with rare diseases depending on the symptoms, severity, and
efficacy of the medication. If people with rare diseases can access medication treatments more quickly, there may also be
reductions in unnecessary health care utilization while awaiting access to medication, as shown in the Ultilization
Management and Access to Prescription Drugs for Rare Diseases section, which found evidence that delays in care may
contribute to increased health care utilization and increased disease morbidity for patients with non-rare chronic diseases.

CHBRP finds that AB 1887 would result in 8,200 people starting new prescriptions for a medication to treat a rare disease
to potentially access their prescriptions up to 2 months sooner (amounting to an additional 17,000 prescriptions during
that time period, with some patients potentially starting more than 1 medication), due to the removal of utilization
management.

CHBRP projects no measurable public health impact at the population level because people with rare diseases may
receive other treatments for symptoms while awaiting approval for a medication subject to utilization management and
because there is a lack of rare disease—specific evidence in the literature regarding the impact of a 60-day delay in
treatment on health outcomes. However, AB 1887 would likely yield health and quality-of-life improvements at the person
level, such as faster access to medications, potential reductions in unnecessary health care utilization while awaiting prior
authorization for medications, and reduced stress and administration burden for patients, their families, and their clinicians
by removing prior authorization requirements.

29 CHBRP defines short-term impacts as changes occurring within 12 months of full implementation of an enacted law.

30 Despite literature on non-rare diseases estimating that delays in access to drug treatments could range from 3.6 to 44 days, CHBRP assumes that for rare
diseases, the delay could be 60 days, based on clinical expert opinion from rare disease specialists, Drs. V. Ma and M. Martin. See AB 1887 Impacts: Benefit
Coverage and Cost section for more details.
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Impact on Disparities®'

Disparities in rare diseases exist by race/ethnicity, sex/gender, age, geography, and income. More information on
disparities in rare diseases can be found in the Background section in the Technical Brief on AB 1887. CHBRP estimates

AB 1887 would not change these disparities in the first 12 months postmandate.

Back to Table of Contents

31 For details about CHBRP’s methodological approach to analyzing disparities, see the Benefit Mandate Structure and Unequal Racial/Ethnic Health Impacts
document.
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AB 1887 Impacts: Long-Term

In this section, CHBRP estimates the long-term impact of AB 1887, which CHBRP defines as impacts occurring beyond
the first 12 months after legislation is fully implemented.? These estimates are qualitative and based on the existing
evidence available in the literature. CHBRP does not provide quantitative estimates of long-term impacts because of
unknown improvements in clinical care, changes in prices, implementation of other complementary or conflicting policies,
and other unexpected factors.

Long-Term Utilization and Cost Impacts

Utilization Impacts

Over time, utilization of FDA-approved drugs for rare diseases is likely to increase as new drugs receive FDA approval
and are added to the Orphan Drug database. As awareness of rare disease diagnoses improves and diagnostic
capabilities advance, the number of individuals diagnosed with rare diseases may also grow, contributing to increased
utilization. Additionally, as the rare disease drug market continues to expand, new FDA-approved small molecule and
biologic drugs without generic or biosimilar equivalents may enter the market, increasing the number of drugs subject to
the mandate. Conversely, as biosimilar alternatives become available for currently covered biologics, some drugs may no
longer be subject to the mandate, which could moderate utilization growth over time. The extent to which these factors
would affect long-term utilization is unknown.

Cost Impacts

Additional use and payment by health plans and insurers after year 1 is likely, with premiums expected to increase
concurrently with increased utilization of FDA-approved orphan drugs. As mentioned above, the elimination of utilization
management delays would result increases in utilization in the mandate year for new users; in subsequent years,
utilization increases would be limited to the annual cohort of new users starting FDA-approved drugs for rare diseases.
The long-term cost implications of AB 1887 may be influenced by market dynamics and the availability of generic and
biosimilar alternatives. As more biosimilar drugs enter the market for rare diseases, some drugs currently subject to the
mandate may become ineligible as biosimilar equivalents for them become available, which could moderate long-term
cost impacts.

Long-Term Public Health Impacts

Some interventions in proposed mandates provide immediate measurable impacts (e.g., maternity service coverage or
acute care treatments), whereas other interventions may take years to make a measurable impact (e.g., coverage for
tobacco cessation or vaccinations). When possible, CHBRP estimates the long-term effects (beyond 12 months
postmandate) to the public’s health that would be attributable to the mandate, including impacts on disparities.

The long-term public health impacts of AB 1887 are expected to be similar to those described in the short-term impact
section. At the person-level, AB 1887 could yield health and quality of life improvements for people with rare diseases and
allow them to access medication treatments more quickly, depending on the symptoms, severity, and efficacy of the
medication. Additional research is necessary to understand the long-term impacts of utilization management on
administrative burden and burnout of health care professionals.

32 Full-scale implementation typically requires a “ramp up” period which may include educating enrollees, providers and insurance carriers on the new benefits or
coverage, updating procedures and policies, and increasing provider capacity for marginal utilization resulting from AB 1887. Furthermore, some policies may have
staggered implementation or longer-term changes in utilization. The short-term, incremental impact estimated by CHBRP assumes there is no “ramp up” period
and represent ongoing annual costs at full-scale implementation of AB 1887, including potential short-term offsets. CHBRP further assumes that state and industry
policies and provider and patient behaviors would remain constant throughout the time period it takes for the full impact of the bill to be realized.
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Impacts on Disparities and the Social Drivers of Health3?

While there are disparities and differences in the diagnosis and treatment of rare diseases, CHBRP projects no changes
in these disparities that would be attributable to AB 1887. AB 1887 would not address other barriers to timely treatment
such as delays in the diagnosis or screening of rare diseases, geographic access to specialty care and clinicians, out-of-
pocket costs (including transportation costs, special equipment costs, and costs for treatments not covered by insurance)
and limited medication treatment options, which impact the health and quality of life for people with rare diseases (see the
Background section of CHBRP’s Technical Brief on AB 1887 for more information).

Impacts on Premature Death

Premature death, measured by years of potential life lost (YPLL), is often defined as death occurring before the age of 75
years (NCI, 2019).3* Rare diseases can be life-limiting and life-threatening, and medications for rare diseases could
reduce YPLL. However, the removal of prior authorization itself would not meaningfully impact YPLL, as it is assumed that
the medications eventually are approved as clinicians go through the prior authorization and appeals process.

Back to Table of Contents

33 For more information about SDOH, see CHBRP’s Public Health Impact Analysis and Research Approach.
34 For more information about CHBRP’s public health methodology, see CHBRP’s Public Health Impact Analysis and Research Approach.
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Appendix. Impacts of AB 1887 on Benefit Coverage
and Expenditures, 2027

Table 8. Impacts of AB 1887 on Benefit Coverage, 2027

Baseline Postmandate [, FEEEIETED
Decrease Change

Total enrollees with health insurance subject to o
state benefit mandates* 22,842,000 22,842,000 0 0.00%
;I'g’gl enrollees with health insurance subject to AB 13,799,000 13,799,000 0 0.00%
Percentage of enrollees with fully compliant 0% 100% 100% 0.00%
coverage for mandated benefit 0 ° ° e
Number of enrollees with fully compliant coverage 0 13,799,000 13,799,000 0.00%

for mandated benefit

Source: California Health Benefits Review Program, 2026.

Note: * Enrollees in plans and policies regulated by DMHC or CDI. Includes those associated with Covered California, CalPERS, or Medi-Cal.®

Key: CalPERS = California Public Employees’ Retirement System; CDI = California Department of Insurance; DMHC = Department of Managed Health
Care.

35 For more detail, see CHBRP’s resource Sources of Health Insurance in California.
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Table 9. Baseline Per Member Per Month Premiums and Total Expenditures by Market Segment, California, 2026

DMHC-Regulated CDI-Regulated
Commercial Plans . Commercial Plans
(by Market) (a) Publicly Funded Plans (by Market) (a)
Large Small - ividual CalPERS (b) Medi-Cal (c) Large Small . i iyl Total
Group Group Group Group
Under
65 65+
Enrollee counts
Total enrollees in plans/policies
subject to state mandates (d) 7,929,000 2,097,000 2,444,000 931,000 8,078,000 965,000 315,000 42,000 41,000 22,842,000
Total enrollees in plans/policies
subject to AB 1887 7,929,000 2,097,000 2,444,000 931,000 8,078,000 965,000 315,000 42,000 41,000 22,842,000
Premiums
':ﬁ;i%ﬁrp(‘z)ﬁm of premium paid by $619.33  $539.05 $0.00 $770.84  $367.89  $632.17 $780.34  $573.31 $0.00 $127,325,155,000
':r‘fgl"l‘g: eI i el 202 2y $134.02  $26352  $864.90 $145.41 $0.00 $0.00 $184.88  $242.16  $832.16 $47,603,460,000
Total premium $753.35 $802.56 $864.90 $916.25 $367.89 $632.17 $965.22 $815.47 $832.16 $174,928,616,000
Enrollee expenses
Cost-sharing for covered benefits
(deductibles, copays, etc.) $56.38 $184.07 $271.63 $70.59 $0.00 $0.00 $126.72 $213.52 $192.93 $19,432,815,000
Expenses for noncovered benefits (f) $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0
Total expenditures $809.72 $986.63 $1,136.53 $986.84 $367.89 $632.17 $1,091.94  $1,029.00 $1,025.09 $194,361,431,000

Source: California Health Benefits Review Program, 2026.

Notes: (a) Includes enrollees with grandfathered and nongrandfathered health insurance acquired outside or through Covered California (the state’s health insurance marketplace).

(b) Includes only CalPERS enrollees in DMHC-regulated plans. Approximately 51.6% are state retirees, state employees, or their dependents. About one in five of these enrollees has a pharmacy benefit
not subject to DMHC.3® CHBRP has projected no impact for those enrollees. However, CalPERS could, postmandate, require equivalent coverage for all its members (which could increase the total impact
on CalPERS).

(c) Includes only Medi-Cal beneficiaries enrolled in DMHC-regulated plans. Includes those who are also Medicare beneficiaries.

(d) Enrollees in plans and policies regulated by DMHC or CDI. Includes those associated with Covered California, CalPERS, or Medi-Cal.?”

(e) In some cases, a union or other organization, or Medi-Cal for its beneficiaries.

(f) Includes only those expenses that are paid directly by enrollees (or other sources) to providers for services related to the mandated benefit that are not covered by insurance at baseline. This only
includes those expenses that will be newly covered postmandate. Other components of expenditures in this table include all health care services covered by insurance.

Key: CalPERS = California Public Employees’ Retirement System; CDI = California Department of Insurance; COHS = County Organized Health Systems; DMHC = Department of Managed Health Care.

Back to Table of Contents

36 For more detail, see CHBRP’s resource Pharmacy Benefit Coverage in State-Regqulated Health Insurance.
37 For more detail, see CHBRP’s resource Sources of Health Insurance in California.
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Table 10. Postmandate Change in Per Member Per Month Premiums and Total Expenditures by Market Segment, California, 2027

DMHC-Regulated . CDI-Regulated

Commercial Plans . Commercial Plans
(by Market) (a) Publicly Funded Plans (by Market) (a)
Small - . Large Small .
arge Group Group Individual CalPERS (b) Medi-Cal (c) Group Group Individual
Under 65 65+ Total
Enrollee counts
Total enrollees in plans/policies 7,929,000 2,097,000 2,444,000 931,000 8,078,000 965,000 315,000 42,000 41,000 22,842,000
subject to state mandates (d)
Total enroliees in plans/policies 7,929,000 2,097,000 2,444,000 931,000 8,078,000 965,000 315,000 42,000 41,000 22,842,000
subject to AB 1887
Premiums
’:ﬁ;‘;‘)@;"(‘g)‘b” of premium paid by $0.7296 $0.6492 $0.0000 $0.6588  $0.0000  $0.0000 $0.6906  $0.6556 $0.0000 $96,059,000
g‘fgﬁ‘gg relen i sl 203 2y $0.1579 $0.3174 $0.8887 $0.1243  $0.0000  $0.0000 $0.1636  $0.2769 $1.0377 $51,728,000
Total premium $0.8875 $0.9666 $0.8887 $0.7831 $0.0000  $0.0000 $0.8542 $0.9325 $1.0377 $147,786,000
Enrollee expenses
Cost sharing for covered benefits
(doductiblos, capays, etc.) $0.0469 $0.0572 $0.0605 $0.0398 $0.0000  $0.0000 $0.0463 $0.0585 $0.0583 $8,357,000
Expenses for noncovered benefits (f) $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0
Total expenditures $0.9344 $1.0238 $0.9491 $0.8229 $0.0000  $0.0000 $0.9005 $0.9911 $1.0960 $156,144,000
Percent change
Percent change insured premiums 0.1178% 0.1204% 0.1027% 0.0855%  0.0000%  0.0000% 0.0885%  0.1144% 0.1247% 0.0845%
Percent change total expenditures 0.1154% 0.1038% 0.0835% 0.0834% 0.0000% 0.0000% 0.0825% 0.0963% 0.1069% 0.0803%

Source: California Health Benefits Review Program, 2026.

Notes: (a) Includes enrollees with grandfathered and nongrandfathered health insurance acquired outside or through Covered California (the state’s health insurance marketplace).

(b) Includes only CalPERS enrollees in DMHC-regulated plans. Approximately 51.6% are state retirees, state employees, or their dependents. About one in five of these enrollees has a pharmacy benefit
not subject to DMHC.3® CHBRP has projected no impact for those enrollees. However, CalPERS could, postmandate, require equivalent coverage for all its members (which could increase the total impact
on CalPERS)..

(c) Includes only Medi-Cal beneficiaries enrolled in DMHC-regulated plans. Includes those who are also Medicare beneficiaries.

(d) Enrollees in plans and policies regulated by DMHC or CDI. Includes those associated with Covered California, CalPERS, or Medi-Cal.*®

(e) In some cases, a union or other organization, or Medi-Cal for its beneficiaries.

(f) Includes only those expenses that are paid directly by enrollees (or other sources) to providers for services related to the mandated benefit that are not covered by insurance at baseline. This only
includes those expenses that will be newly covered postmandate. Other components of expenditures in this table include all health care services covered by insurance.

Key: CalPERS = California Public Employees’ Retirement System; CDI = California Department of Insurance; COHS = County Organized Health Systems; DMHC = Department of Managed Health Care.

Back to Table of Contents

38 For more detail, see CHBRP’s resource Pharmacy Benefit Coverage in State-Requlated Health Insurance.
39 For more detail, see CHBRP’s resource Sources of Health Insurance in California.
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About CHERP

The California Health Benefits Review Program (CHBRP) was established in 2002. CHBRP’s mission is to inform
and support policymaking in California through the creation of impartial, evidence-based resources. As per its
authorizing statute, CHBRP provides the California Legislature with independent analysis of the medical,
financial, and public health impacts of proposed health insurance benefit-related legislation. CHBRP is dedicated
to providing academic rigor on a Legislature’s timeline.

The state funds CHBRP through an annual assessment on health plans and insurers in California.

An analytic staff based at the University of California, Berkeley, supports a task force of faculty and research staff from
multiple University of California campuses to complete each CHBRP analysis. A strict conflict-of-interest policy ensures
that the analyses are undertaken without bias. An independent actuarial firm helps to estimate the financial impact.
Content experts with comprehensive subject-matter expertise are consulted to provide essential background and input on
the analytic approach for each report.

More detailed information on CHBRP’s analysis methodology, authorizing statute, as well as all CHBRP reports and other
publications, are available at chbrp.org.

Disclaimer

CHBRP analyzes bills in the current environment given current law and regulations at both the state and federal levels.
Each analysis assumes that policy frameworks and stakeholder behaviors remain constant, unless otherwise noted. All
estimates are based on current data and do not take into consideration any future or potential changes to factors that may
influence the impacts of the legislation, unless otherwise specifically mentioned. Differences between CHBRP's estimated
impacts and actual impacts of legislation will depend on alignment with the assumptions used in this analysis, the timeline
of implementation, and the final language of the legislation, should it be signed into law. Since actual experience is
unlikely to match assumptions perfectly, final impacts will differ from those projected in this analysis.

This analysis is based on existing literature and public sources identified through systematic search methods. This
evidence informs the California Legislature about potential impacts of proposed health benefit legislation and does not
constitute a policy recommendation from CHBRP.

For more information about CHBRP’s methods and approach, please visit our website.
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