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First Analysis (3-14-13) 
 
BRIEF SUMMARY:  The bills would require the creation of a single prior authorization form 

for use by health providers when a patient's health plan requires prior authorization 
before certain prescription drugs are prescribed. 

 
FISCAL IMPACT:  House Bill 4275 (H-1) and House Bill 4274 would have a minor negative 

fiscal impact on the Office of Financial and Insurance Regulation (OFIR) resulting from 
administrative expenses of organizing and staffing the  workgroup and developing the 
standard prior authorization methodology. 

 
THE APPARENT PROBLEM:  

 
In an effort to contain health care costs, most, if not all, health insurers require a 
physician or other lawfully authorized prescriber to obtain prior authorization before 
prescribing certain medications.  Generally speaking, these are high cost prescription 
drugs or drugs that are not on a health plan's drug formulary.   
 
A drug formulary is a list of prescription drugs that a health plan will pay for, in whole or 
in part, as a covered benefit.  If a drug is not on the health plan's formulary, patients will 
either incur higher co-pays than for a similar drug that is on the formulary or pay the 
entire cost out of pocket.  Insurers generally will cover non-formulary drugs under certain 
conditions, such as when patients have allergic or adverse reactions to a similar drug on 
its formulary.  However, a physician must first seek prior authorization from the health 
plan before writing the prescription. 
 
The problem is that there are about 150 different versions of a prior authorization form 
currently in use by insurance carriers offering health plans in Michigan.  The forms can 
vary in length, usually being several pages long.  Even if the forms contain similar 
questions or ask for similar information, those questions appear in different places and 
with different wording from form to form.  The result is that physician offices are finding 
it increasingly time consuming and expensive to fill out these forms on behalf of their 
patients.  One doctor reported that his practice had to hire two full time employees per 
physician just to fill out paperwork.  Physicians complain that the excessive paperwork 
requirements drive up the cost to provide quality healthcare, delay patients' access to 
necessary medications, and take them away from doing what they need to be doing - 
spending more time with their patients.     
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To address similar concerns, some states have recently adopted a uniform prior 
authorization form.  It has been suggested that Michigan do the same. 
 

THE CONTENT OF THE BILLS:  
 
The bills would require the commissioner of the Office of Financial and Insurance 
Regulation (OFIR) to develop a standard prior authorization methodology for use by 
prescribers to request and receive prior authorization from insurers when a health plan 
requires prior authorization for prescription drug benefits.  The methodology would have 
to be developed on or before January 1, 2014, and include the ability for a prescriber to 
designate the request for an expedited review. 
 
House Bill 4275 would add a new section to the Insurance Code (MCL 500.2212c).  
House Bill 4274 would add a new section to the Nonprofit Health Care Corporation 
Reform Act, which pertains to Blue Cross Blue Shield of Michigan (MCL 550.1402d). 
 
House Bill 4275 would do the following: 
 

• Require an insurer to use the standard prior authorization methodology beginning 
July 1, 2015.  "Insurer" would mean a commercial insurance company, HMO, 
BCBSM, or a third party administrator of prescription drug benefits. 

 
• Require the commissioner to appoint a workgroup, within 30 days of the bill's 

effective date, to assist in the development of the standard prior authorization 
methodology.  Members would represent insurance companies, prescribers, 
pharmacists, hospitals, the Department of Community Health, and other 
stakeholders.   

 
• Require the commissioner to hold at least one public hearing to gather input from 

interested parties. 
 

• Require the commissioner and workgroup to take into consideration existing and 
potential technologies for transmitting a standard prior authorization request, 
national standards pertaining to electronic prior authorization developed by the 
National Council for Prescription Drug Programs, prior authorization forms and 
methodologies used in pilot programs in the state, and any prior authorization 
forms and methodologies developed by the federal Centers for Medicaid and 
Medicare Services. 

 
• If the commissioner developed a paper form as the standard, then require that the 

paper form be limited to no more than two pages, with some exceptions for 
"additional information" (as described in the bill); and be electronically available 
and transmissible (e.g., by fax or similar device).  This methodology would not 
apply to a prior authorization methodology using an Internet, web-based system. 
 

• Beginning January 1, 2015, consider a prior authorization request that had not 
been certified for expedited review to have been granted by the insurer if the 
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insurer fails to grant the request, deny the request, or require additional 
information within 15 days after the date and time the request was submitted. 

 
• Consider a prior authorization request certified for expedited review to be granted 

if the insurer failed to grant it, deny it, or require additional information within 72 
hours of submission. 

 
• Define "prescriber" to mean that term as defined in the Public Health Code.  

(Section 17708 defines the term to mean a licensed dentist, physician (MD or 
DO), podiatrist, optometrist certified under Part 174 of the code to administer and 
prescribe therapeutic pharmaceutical agents, veterinarian, or another licensed 
health professional acting under the delegation and using, recording, or otherwise 
indicating the name of the delegating licensed physician.) 

 
House Bill 4274 would specify that the provisions of House Bill 4275 would also apply 
to Blue Cross Blue Shield of Michigan.  The bill is tie-barred to House Bill 4275, 
meaning that the bill cannot be enacted unless House Bill 4275 is also enacted. 
 

BACKGROUND INFORMATION:  
 
The bills are nearly identical to Senate Bills 429 and 430 of last session.  Those bills were 
passed by the Senate. 
 
On March 17, the Office of Financial and Insurance Regulation (OFIR) will become the 
Department of Financial and Insurance Services (DIFS). 
 

ARGUMENTS:  
 

For: 
Not all prescription drugs require the approval of a patient's health insurer before a doctor 
writes a prescription.  Generally speaking, prior authorization is reserved for drugs that 
are not on a health plan's formulary, ones that are very expensive, or drugs for which a 
higher than typical dosage is required.  When a patient's health plan does require a 
physician or other prescriber to obtain prior authorization, House Bills 4274 and 4275 
would streamline the process.  The prior authorization form and methodology created 
under the bills would not pertain to other situations in which an insurance company may 
require prior authorization, such as before ordering an MRI. 
 
Within the health plans they offer, insurers would still retain discretion over which 
prescription drugs would require prior authorization.  Insurance company representatives 
would also be included in the list of stakeholders that would be involved in the 
workgroup developing the standardized form.  Therefore, the legislation should not be 
overly burdensome or disruptive to insurers doing business in the state. 
 
Having a standard prior authorization form that can be used for any insurance plan is 
expected to provide patients timely access to necessary medications, quicker approval for 
expedited requests, and reduced costs to physician practices.  Most importantly, a 
standardized form should free up time currently spent by physicians filling out paperwork 
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that could be used instead to spend more time with patients.  Pharmacists will also benefit 
from a single, standardized form as their time coordinating a patient's pharmacy benefits 
coverage with a doctor's prescription order will be reduced. 

Response: 
Though two states, Minnesota and Maryland, have adopted legislation requiring 
implementation of a standardized prior authorization form, it is still too soon to know 
how it is working.  Many other states have been considering similar legislation, but either 
they have not yet adopted it or the implementation dates are a year or more away.  Thus, 
this is new territory, so to speak, and should be done carefully and thoughtfully so as to 
create unintended consequences.  For instance, if the form limits specific information that 
an insurer feels it needs, a delay or denial of authorization could result.  The ensuing 
appeals process and back-and-forth communication between the insurer and prescriber 
could be time consuming.  Further, it has been noted by insurers that any form adopted 
under the bills would most likely need CMS approval (the federal agency overseeing the 
Medicaid and Medicare programs) to ensure acceptance by either Medicaid or Medicare 
plans. 
 

POSITIONS:  
 
Representatives of the following associations or organizations testified and submitted 
written testimony in support of the bills on 2-26-13: 
 
Michigan State Medical Society  
Michigan Association Health Plans (though the Association expressed some concerns)   
Michigan Osteopathic Association testified in support of the bills 
Michigan Academy of Family Physicians testified in support of the bills 
A representative of Express testified in opposition to the bills 
 
The following associations or organizations indicated support for the bills: 
 
Pfizer (2-26-13 and 3-5-13) 
Michigan Health and Hospital Association (3-5-13) 
Michigan Academy of Pediatrics (2-26-13) 
Takeda Pharmaceuticals (2-26-13 and 3-5-13) 
Michigan Optometric Association (3-5-13) 
Michigan Primary Care Association (3-5-13) 
Michigan Podiatric Medical Association (2-26-13) 
UAW - Retiree Medical Benefit Trust (2-26-13) 
Michigan Pharmacist Association (2-26-13) 
 
Blue Cross Blue Shield of Michigan indicated a neutral position on the bills.  (2-26-13) 
 
The Office of Financial and Insurance Regulation indicated opposition to the bills.  (3-5-
13)   

 Legislative Analyst: Susan Stutzky 
 Fiscal Analyst: Paul Holland 
 
■ This analysis was prepared by nonpartisan House staff for use by House members in their deliberations, and does 
not constitute an official statement of legislative intent. 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts false
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


