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Urgency:  No	State Mandated Local Program:  Yes	Reimbursable:  No
SUMMARY:
This bill requires a health plan or insurance policy to cover dietary enteral formulas that are deemed medically necessary, as specified, for the treatment of regional enteritis. The bill exempts specialized health plans and insurance and Medi-Cal managed care plans. 
FISCAL EFFECT: 
1. The Department of Managed Health Care (DMHC) estimates the total cost of this bill to be approximately $35,000 in fiscal year (FY) 2023-24, $458,000 in FY 2024-25, and $535,000 in FY 2025-26 and annually thereafter (Managed Care Fund). The majority of costs would be incurred by the Help Center, which anticipates additional workload for independent medical review, review organization, and medical expert review contracts. DMHC would also need to develop methodology and conduct health plan reviews for compliance with the requirements of this bill. 

1. One-time costs to the Department of Insurance of $3,000 in FY 2024-25 (Insurance Fund).
1. Cost pressure of an unknown amount, possibly in the hundreds of thousands of dollars annually, to the California Public Employees Retirement System (CalPERS) (General Fund, other funds). The California Health Benefits Review Program (CHBRP) estimated AB 620 (Connolly), of the current legislative session – a broader, but similar, bill – would increase total premiums for CalPERS health plans and insurance policies by $1.4 million; roughly 60% of these premiums are for state enrollees, and an unknown percentage is paid for by the state. Costs associated with this bill would probably be substantially lower. 
According to the Legislative Analyst’s Office, the General Fund faces a structural deficit in the tens of billions of dollars over the next several fiscal years.  
COMMENTS:
1) Purpose. According to the author: 
Early treatment options for metabolic and digestive diseases, like Crohn’s, have proven to reduce harm and increase quality of life. There is no reason why Californians suffering from chronic illnesses cannot lead full and productive lives. AB 1926 provides patients with a proven successful alternative to certain medications, which healthcare providers may recommend when complications such as weight loss, surgery, obstruction, or severe inflammation, prevent patients from getting the right nutrients.
2) Background. 
Regional Enteritis. Digestive disorders, such as regional enteritis, are acute or chronic conditions affecting the digestive system and the body’s ability to absorb nutrients, and can result in mild to severe symptoms, disability, or death. Digestive disorders may cause reduced food intake, insufficient absorption of ingested nutrients, loss of nutrients after absorption (enteric nutrient loss), or increased nutritional requirements due to inflammation, any of which may result in malnutrition. Regional enteritis, also known as Crohn’s disease, is a chronic inflammation of the digestive tract that leads to abdominal pain, severe diarrhea, fatigue, weight loss, and malnutrition. 
Enteral Nutrition. This bill requires coverage of dietary enteral formulas, or enteral nutrition, which means oral nutritional formulas or tube feeding that may supplement or replace dietary modifications. According to the Crohn’s & Colitis Foundation, sponsors of this bill, enteral nutrition is an important part of managing Crohn’s disease in particular, as it reduces the inflammatory process of the gut, allowing the bowel to rest, and improving postoperative prognosis for those who require surgery. 
3) Related Legislation. AB 620 would have required coverage of testing and treatment for chronic digestive diseases and inherited metabolic disorders – broader than the mandate in this bill, which includes coverage only for enteral formulas for Crohn’s disease. Governor Newsom vetoed AB 620, stating, in part: 
I am concerned this bill would exceed the state's set of essential health benefits, which are established by the state's benchmark plan under the provisions of the federal Affordable Care Act (ACA). As such, this bill's mandate would require the state to defray the costs of coverage in Covered California. This would not only increase ongoing state General Fund costs, but it would set a new precedent by adding requirements that exceed the benchmark plan. A pattern of new coverage mandate bills like this could open the state to millions to billions of dollars in new costs to cover services relating to other health conditions. This creates uncertainty for our healthcare system's affordability. For these reasons, I cannot sign this bill.
4) CHBRP Analysis. In its analysis of AB 620, CHBRP stated formula and special food products administered via tube feeding appear to be covered by existing law. AB 620 also included coverage of special food, which is not specified in this bill. CHBRP and this bill’s sponsor note Medi-Cal covers enteral nutrition. According to CHBRP, AB 620 did not exceed the definition of essential health benefits.
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