
SENATE COMMITTEE ON APPROPRIATIONS 
Senator Anthony Portantino, Chair 

2021 - 2022  Regular  Session 

AB 1880 (Arambula) - Prior authorization and step therapy 
 
Version: June 21, 2022 Policy Vote: HEALTH 7 - 2 
Urgency: No Mandate: Yes 
Hearing Date: June 27, 2022 Consultant: Agnes Lee 

 

Bill Summary:  AB 1880 requires a health plan or insurer to ensure a clinical peer 
reviews an appeal of a denial of an exception request for coverage of a nonformulary 
drug, prior authorization request, or step therapy exception request. The bill requires 
plans and insurers to maintain specified information related to their use of step therapy 
and prior authorization and make it available to the Department of Managed Health 
Care (DMHC) and the CA Department of Insurance (CDI) upon request. 

Fiscal Impact:   
 

 DMHC estimates costs for state resources, including $478,000 in 2022-23, 
$1,492,000 in 2023-24, $3,588,000 in 2024-25, and $1,189,000 annually thereafter 
(Managed Care Fund).   
 

 CDI estimates costs for state resources, including $64,000 in 2022-23 and $71,000 
in 2023-24. 

Background:  Existing law requires a policy of health insurance that covers outpatient 
prescription drugs to cover medically necessary drugs, and permits the policy to provide 
for step therapy and prior authorization consistent with the Knox-Keene Act related to 
prescription drug coverage requirements. State law permits, if there is more than one 
drug that is clinically appropriate for the treatment of a medical condition, a health plan 
or insurer that provides coverage for prescription drugs to require step therapy. 

Prior authorization is when the health plan or pharmacy benefit manager must authorize 
a particular prescription before it can be filled. Step therapy is a type of prior 
authorization for drugs that begins medication for a medical condition with the most 
preferred drug therapy and progresses to other therapies only if necessary, promoting 
better clinical decisions. Prior authorization also may be used in conjunction with a step 
therapy system, so that a patient might be required to try a less expensive drug before 
receiving authorization to receive the drug originally requested. 

State law requires, if a health plan or insurer, contracted physician group, or utilization 
review organization fails to notify a prescribing provider of its coverage determination 
within 72 hours for nonurgent requests, or within 24 hours if exigent circumstances 
exist, upon receipt of a completed prior authorization or step therapy exception request, 
the prior authorization or step therapy exception request to be deemed approved for the 
duration of the prescription, including refills. 

Current law requires a health plan or health insurer to expeditiously grant a request for a 
step therapy exception within statutory time frames if a prescribing provider submits 
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necessary justification and supporting clinical documentation supporting the provider’s 
determination that the plan or insurer required prescription drug is inconsistent with 
good professional practice for provision of medically necessary covered services to the 
enrollee or insured, taking into consideration the enrollee’s or insured’s needs and 
medical history, along with the professional judgment of the enrollee’s or insured’s 
provider. 

Proposed Law:   AB 1880 requires a health plan’s or health insurer’s utilization 
management process to ensure that an appeal of a denial of an exception request for 
coverage of a nonformulary drug, prior authorization request, or step therapy exception 
request is reviewed by a clinical peer who had no involvement in the initial coverage 
determination that is the subject of the appeal nor is the subordinate of an individual 
who made the initial coverage determination.  

The bill defines “clinical peer” to mean a physician or other health professional who 
holds an unrestricted license or certification from any state and whose practice is in the 
same or a similar specialty as the medical condition, procedures, or treatment under 
review.  

The bill requires every health plan or health insurer that requires step therapy or prior 
authorization to maintain specified information, and that the information be made 
available to DMHC and CDI, in a de-identified format, designated by DMHC and CDI, 
upon request. 

-- END -- 


