Multiple Agency Fiscal Note Summary

Bill Number: 5353 SB

Title: Diabetes and obesity

Estimated Cash Receipts

Agency Name 2025-27 2027-29 2029-31
GF-State NGF-Outlook Total GF-State NGF-Outlook Total GF-State NGF-Outlook Total
Washington State 0 0 84,000 0 0 84,000 0 0 84,000
Health Care
Authority
Washington State In addition to the estimate above,there are additional indeterminate costs and/or savings. Please see individual fiscal note.
Health Care
Authority
| Total § | 0 0 84,000 0 0 84,000 0 0 84,000
Estimated Operating Expenditures
[Agency Name 2025-27 2027-29 2029-31
FTEs | GF-State | NGF-Outlook I Total FTEs | GF-State | NGF-Outlook Total FTEs | GF-State NGF-Outlook Total
Washington 5 98,000 98,000 182,000 5 98,000 98,000 182,000 5 98,000 98,000 182,000
State Health
Care Authority
Washington n addition to the estimate above,there are additional indeterminate costs and/or savings. Please see individual fiscdl note.
Rtate Health
Care Authority
Office of A 0 0 230,383 0 0 0 10,866 0 0 0 10,866
Insurance
Commissioner
Total$| 06 98,000 98,000 412383 05| 98000 98,000 192,866| 05 | 98,000 98,000 192,866
Estimated Capital Budget Expenditures
Agency Name 2025-27 2027-29 2029-31
FTEs Bonds Total FTEs Bonds Total FTEs Bonds Total
Washington State Health .0 0 0 .0 0 0 .0 0 0
Care Authority
Office of Insurance 0 0 0 .0 0 0 .0 0 0
Commissioner
Total §| 00| 0 o] oo 0 o] 00 0 0

Estimated Capital Budget Breakout

NONE
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Individual State Agency Fiscal Note

Revised

Bill Number: 5353 SB Title:  Diabetes and obesity Agency: 107-Washington State Health
Care Authority
Part I: Estimates
|:| No Fiscal Impact
Estimated Cash Receipts to:
ACCOUNT FY 2026 FY 2027 2025-27 2027-29 2029-31
General Fund-Federal ~ 001-2 42,000 42,000 84,000 84,000 84,000
Total $ 42,000 42,000 84,000 84,000 84,000
In addition to the estimates above, there are additional indeterminate costs and/or savings. Please see discussion.
Estimated Operating Expenditures from:
FY 2026 FY 2027 2025-27 2027-29 2029-31
FTE Staff Years 0.5 05 0.5 0.5 0.5
Account
General Fund-State 001-1 49,000 49,000 98,000 98,000 98,000
General Fund-Federal 001-2 42,000 42,000 84,000 84,000 84,000
Total $ 91,000 91,000 182,000 182,000 182,000

In addition to the estimates above, there are additional indeterminate costs and/or savings. Please see discussion.

Estimated Capital Budget Impact:

NONE

The cash receipts and expenditure estimates on this page represent the most likely fiscal impact. Factors impacting the precision of these estimates,
and alternate ranges (if appropriate), are explained in Part I1.

Check applicable boxes and follow corresponding instructions:

If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note

é form Parts I-V.

If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

| | Capital budget impact, complete Part IV.

Requires new rule making, complete Part V.

Legislative Contact: ~ Greg Attanasio Phone: 360-786-7410 Date: 01/24/2025
Agency Preparation:  Samuel Quartey Phone: 360-725-0000 Date: 02/11/2025
Agency Approval: Krista Umejesi Phone: 360-725-0000 Date: 02/11/2025
OFM Review: Jason Brown Phone: (360) 742-7277 Date: 02/17/2025
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Part II: Narrative Explanation

I1. A - Brief Description Of What The Measure Does That Has Fiscal Impact

Significant provisions of the bill and any related workload or policy assumptions that have revenue or expenditure impact on the responding agency by
section number.

See attached.

I1. B - Cash receipts Impact

Cash receipts impact of the legislation on the responding agency with the cash receipts provisions identified by section number and when appropriate, the
detail of the revenue sources. Description of the factual basis of the assumptions and the method by which the cash receipts impact is derived. Explanation
of how workload assumptions translate into estimates. Distinguished between one time and ongoing functions.

See attached.

I1. C - Expenditures

Agency expenditures necessary to implement this legislation (or savings resulting from this legislation), with the provisions of the legislation that result in
the expenditures (or savings) identified by section number. Description of the factual basis of the assumptions and the method by which the expenditure
impact is derived. Explanation of how workload assumptions translate into cost estimates. Distinguished between one time and ongoing functions.

See attached.

Part I1I: Expenditure Detail
II1. A - Operating Budget Expenditures

Account |Account Title Type FY 2026 FY 2027 2025-27 2027-29 2029-31

001-1 General Fund State 49,000 49,000 98,000 98,000 98,000

001-2 General Fund Federal 42,000 42,000 84,000 84,000 84,000
Total $ 91,000 91,000 182,000 182,000 182,000

In addition to the estimates above, there are additional indeterminate costs and/or savings. Please see discussion.

I11. B - Expenditures by Object Or Purpose

FY 2026 FY 2027 2025-21 2027-29 2029-31

FTE Staff Years 0.5 0.5 0.5 0.5 05
A-Salaries and Wages 45,000 45,000 90,000 90,000 90,000
B-Employee Benefits 16,000 16,000 32,000 32,000 32,000
C-Professional Service Contracts
E-Goods and Other Services 9,000 9,000 18,000 18,000 18,000
G-Travel 2,000 2,000 4,000 4,000 4,000
J-Capital Outlays 1,000 1,000 2,000 2,000 2,000
M-Inter Agency/Fund Transfers
N-Grants, Benefits & Client Services
P-Debt Service
S-Interagency Reimbursements
T-Intra-Agency Reimbursements 18,000 18,000 36,000 36,000 36,000
9-

Total $ 91,000 91,000 182,000 182,000 182,000

In addition to the estimates above, there are additional indeterminate costs and/or savings. Please see discussion.

III. C - Operating FTE Detail: List FTEs by classification and corresponding annual compensation. Totals need to agree with total FTEs in

Part I and Part Il1A
Job Classification Salary FY 2026 FY 2027 2025-27 2027-29 2029-31
MEDICAL ASSISTANCE PROGRA 89,000 0.5 0.5 0.5 0.5 0.5
SPECIALIST 3
Total FTEs 0.5 0.5 0.5 0.5 0.5
Diabetes and obesity 107-Washington State Health Care Authority
Form FN (Rev 1/00) 201,768.00 Request # 25-058-3
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II1. D - Expenditures By Program (optional)

Program FY 2026 FY 2027 2025-27 2027-29 2029-31
HCA-MED (200) 91,000 91,000 182,000 182,000 182,000
Total $ 91,000 91,000 182,000 182,000 182,000

Part I'V: Capital Budget Impact
IV. A - Capital Budget Expenditures
NONE

IV. B - Expenditures by Object Or Purpose
NONE

IV. C - Capital Budget Breakout

Acquisition and construction costs not reflected elsewhere on the fiscal note and description of potential financing methods.

NONE

IV. D - Capital FTE Detail: FTEs listed by classification and corresponding annual compensation. Totals agree with total FTEs in Part IVB.

NONE
Part V: New Rule Making Required

Provisions of the bill that require the agency to adopt new administrative rules or repeal/revise existing rules.

Diabetes and obesity
Form FN (Rev 1/00) 201,768.00
FNS063 Individual State Agency Fiscal Note

107-Washington State Health Care Authority

Request # 25-058-3
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HCA Fiscal Note

Bill Number: 5353 SB HCA Request #: 25-058 Title: Diabetes and Obesity

Part I: Estimates
I:l No Fiscal Impact

Estimated Cash Receipts to:

Non-zero but indeterminate cost and/or savings. Please see discussion.

Estimated Operating Expenditures from:

Non-zero but indeterminate cost and/or savings. Please see discussion.

Estimated Capital Budget Impact:
NONE

The cash receipts and expenditure estimates on this page represent the most likely fiscal impact. Factors impacting the
precision of these estimates, and alternate ranges (if appropriate), are explained in Part II.

Check applicable boxes and follow corresponding instructions:

If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete
entire fiscal note form Parts I-V.

If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this
page only (Part I).

Capital budget impact, complete Part IV.

O00OK

Requires new rule making, complete Part V.

Prepared by: Samuel Quartey Page 1 11:28 AM 02/06/25



HCA Fiscal Note

Bill Number: 5353 SB HCA Request #: 25-058 Title: Diabetes and Obesity

Part Il: Narrative Explanation

Il. A - Brief Description Of What The Measure Does That Has Fiscal Impact
Significant provisions of the bill and any related workload or policy assumptions that have revenue or expenditure impact on the
responding agency by section number.

AN ACT Relating to diabetes prevention and obesity treatment.

Section 1 adds a new chapter to RCW 48.43 (Health Insurance Reform) to require health plans renewed on or
after January 1, 2026, provide coverage for the diagnosis and treatment of obesity, including but not limited to:
- Intensive behavioral and lifestyle treatment (IHBLT)
- Metabolic and bariatric surgery
- Food and drug administration (FDA) approved obesity medication

Section 1(2) requires coverage requirements for FDA approved medications not be more restrictive than labeled
indications for those treatments.

Section 1(3) requires coverage for benefits authorized under this bill not be different or separate from coverage
for any other illness, condition, or disorder when determining deductibles, copays or coinsurance.

Section 1(4) allows for the application of utilization management to determine medical necessity for treatment of
chronic disease of obesity when applied in the same manner as determinations made for treatment of other
illnesses, conditions, or disorders.

Section 1 (5) allows IHBLT to include interventions certified or recommended by the CDC or recommended by
current clinical standards of care.

Section 2 amends RCW 41.05.017 (Provisions applicable to health plans offered under this chapter) requiring
plans providing medical insurance covered under this chapter be subject to the provisions of this legislation.

Section 3 adds a new section to chapter 74.09 RCW that mirrors the language of section 1.

Il. B - Cash Receipts Impact

Cash receipts impact of the legislation on the responding agency with the cash receipts provisions identified by section number and when
appropriate, the detail of the revenue sources. Description of the factual basis of the assumptions and the method by which the cash
receipts impact is derived. Explanation of how workload assumptions translate into estimates. Distinguish between one time and ongoing
functions.

The impact on cash receipts of this bill is indeterminate.

Employees and Retirees Benefits (ERB):

Given the fiscal analysis detailed below, and all associated assumptions, HCA estimates that this bill could result
in an indeterminate cost impact to the state. Any increases to assumed expenditures are assumed to require a
parallel increase in revenue via future PEBB and SEBB funding rates. See detailed analysis below.

Prepared by: Samuel Quartey Page 2 11:28 AM 02/06/25



HCA Fiscal Note

Bill Number: 5353 SB HCA Request #: 25-058 Title: Diabetes and Obesity

Il. C — Expenditures

Agency expenditures necessary to implement this legislation (or savings resulting from this legislation), with the provisions of the
legislation that result in the expenditures (or savings) identified by section number. Description of the factual basis of the assumptions and
the method by which the expenditure impact is derived. Explanation of how workload assumptions translate into cost estimates.
Distinguish between one time and ongoing functions.

The fiscal impact of this bill is indeterminate.
For the determinate impact of this bill, HCA requests:

$91,000 ($49,000 General Fund-State) in Fiscal Year (FY) 2026, and $91,000 ($49,000 General Fund-State) per
year thereafter in staff and administrative costs.

0.5 Full Time Equivalent (FTE) MAPS 3 in Clinical Quality and Care Transformation (CQCT) to oversee the starting
and running of the new Diabetes Prevention program.

HCA calculates FTE costs at $91,000 per FY and includes goods and services, travel, and equipment that
are calculated on actual program averages per FTE. HCA calculates the administrative costs at $35,000
per 1.0 FTE. This cost is included in Object T based on HCA's federally approved cost allocation plan.

For the indeterminate impact of this bill:

Apple Health:
The fiscal impact is indeterminate but is expected to be significant.

The bill requires Apple Health to expand service offerings in three areas: intensive health behavioral and lifestyle
treatment (IHBLT), metabolic and bariatric surgery, and Food and Drug Administration approved obesity
medications. These are treated in turn below.

Intensive Health Behavioral and Lifestyle Treatment

This bill requires Apple Health to cover IHBLT services. Some services that may fall into this category of services,
such as nutritional counseling and behavioral health services, are currently covered by Apple Health. New IHBLT
service offerings and eligible client populations have not been determined and, as such, the cost for the proposed
IHBLT services is indeterminate.

The implementation of a program similar to the Medicare Diabetes Prevention Program has been suggested as a
possibility for partially fulfilling the IHBLT service requirements of this bill. The Medicare Diabetes Prevention
Program is limited to overweight and obese adults not diagnosed with diabetes who have a diagnosis of
prediabetes, a history of gestational diabetes, or a high risk result on a prediabetes risk test. This population
overlaps with the Apple Health client population diagnosed with obesity, but the two populations are not the
same.

Molina Healthcare recently offered a trial version of the Medicare Diabetes Prevention Program to their Apple
Health members. Enroliment criteria were the same as for the standard Medicare Diabetes Prevention Program.
Apple Health fiscal impact estimates for implementing a program similar to that trialed by Molina, with the same
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HCA Fiscal Note
Bill Number: 5353 SB HCA Request #: 25-058 Title: Diabetes and Obesity

eligibility criteria, were developed by applying referral rates for Molina members observed during the trial to the
entire Apple Health client population, assuming a utilization rate among the referred population of between 15
percent and 40 percent, and applying a cost per client equal to the Medicare rate for this program. At full
implementation, the total service impact of offering such a program is estimated at between $56 thousand and
$150 thousand annually, of which between $20 thousand and $55 thousand are General Fund — State costs.

Metabolic and Bariatric Surgery

This bill requires Apple Health to expand coverage for metabolic and bariatric surgical interventions to align with
the American Society for Metabolic and Bariatric Surgery and International Federation for the Surgery of Obesity
and Metabolic Disorders guidelines. It is assumed that this would be implemented in a way so to also align with
similar guidelines published by Washington Health Technology Clinical Committee (HTCC).

Current policy restricts bariatric surgery to clients with a body mass index of at least 35 who also have a
diagnosis of diabetes mellitus, a degenerative joint disease, or other rare comorbid conditions such as pseudo
tumor cerebri. Additionally, these services are limited to those over the age of 18, and clients between the ages
of 18 and 21 are limited to laparoscopic adjustable gastric banding procedures.

The new guidelines recommend providing coverage to Apple Health clients in the following groups: adults with a
body mass index of 35 or greater (32.5 or greater for those of Asian descent); adults with type 2 diabetes
mellitus and a body mass index of 30 or greater (27.5 or greater for those of Asian descent); adolescents with
bone maturity and a body mass index of 40 or greater; and adolescents with a body mass index of 35 or greater
and an obesity-related complication. Guidelines also limit adolescent procedures to sleeve gastrectomy and
Roux-en-Y gastric bypass.

Costs associated with adopting the new guidelines were estimated as the product of the average per utilizer cost
of bariatric surgery, the number of eligible Apple Health clients, and the service utilization rate.

e Per utilizer costs were estimated using Apple Health bariatric surgery data.

e The number of Apple Health clients eligible under HTCC guidelines was estimated by applying population
statistics to current Apple Health client eligibility data. The distribution of qualifying medical conditions
across Apple Health clients was assumed to follow the distribution observed across the general
Washington State population.

e Current utilization rates were estimated by dividing the number of bariatric surgeries among Apple Health
clients by the number of clients eligible for such services. Clients eligible under the HTCC guidelines have
less severe health conditions, on average, than the current eligible population. To account for lower
utilization among clients with less severe health conditions, the analysis assumed that clients eligible for
bariatric surgery with a body mass index less than 35 would utilize the service at 25 percent of the current
utilization rate and that those with a body mass index of 35 or greater would use the service at 50
percent of the current utilization rate. Future adolescent bariatric surgery utilization was assumed to
follow utilization patterns of adults for sleeve-gastrectomy and Roux-en-Y gastric bypass.

The total service impact from aligning Apple Health bariatric surgery eligibility with HTCC bariatric surgery
guidelines is expected to be $41.3 million annually, of which $9.9 million are General Fund — State costs.

Food and Drug Administration-Approved Obesity Medication
Prepared by: Samuel Quartey Page 4 11:28 AM 02/06/25



HCA Fiscal Note
Bill Number: 5353 SB HCA Request #: 25-058 Title: Diabetes and Obesity

This bill requires HCA to cover medications prescribed for the treatment of obesity if the patient meets Food and
Drug Administration-approved indications for these treatments. The fiscal impact of the proposed policy is
expected to be significant given the high cost of the relevant drugs and the large volume of potential eligibles.
While the number of eligible clients can be reasonably estimated, how this policy would impact provider
prescribing behavior, including number of prescriptions or the mix of prescribed drugs, is unknown. In addition,
given the known side effects, adherence to a prescribed course of the medications may vary widely between
clients. The dynamic nature of the future utilization of these drugs is therefore unknown. As a result, the fiscal
impact is indeterminate.

There are two primary classes of drugs used to treat obesity: Glucagon-Like Peptide-1 agonist (GLP-1) receptor
products and non-GLP-1 medications. While the unit costs for these medications vary, the average cost of GLP-1
products is estimated to be approximately $1,200 per month and non-GLP-1 medications are estimated to be
approximately $120 per month. For Apple Health utilization, HCA expects to receive about 30% in rebates for
these drugs.

To provide a sense of the magnitude of the fiscal impact, HCA considers two hypothetical scenarios using the
high and low end of the drug mix and utilization tendencies. The ‘High’ and ‘Low’ scenarios consist of the high
and low ends from each of the following two assumptions, respectively.

e Utilization: KFF Health Tracking Poll, July 2023 (KFF 2023) found that about 67% of the survey
respondents who have been told by a health care provider that they were overweight or obese in the past
five years were interested in taking prescription drugs for weight loss. It is assumed that the percentage
of utilizers among potential eligibles would vary between a low of 50% to a high of 70%.

e Drug Mix: Assuming that the efficacy of GLP-1s is higher than non-GLP-1 medications for weight loss, it is
assumed that the potential utilization of GLP-1 medications will range between a low 80% and a high 95%
of total weight loss drug utilization.

There is evidence in the literature (Ganguly et al., 2018) that suggests that GLP-1 users adhere to their treatment
regimen longer than non-GLP-1 users, but the relative rate at which clients would adhere to their prescriptions is
unknown. To estimate annual fiscal impacts, it is assumed that 50% of GLP-1 clients would adhere to their
treatment for six months, while the other 50% would continue for the whole year. For non-GLP-1 clients, it is
assumed that 70% would adhere for six months and 30% would continue for the entire year.

Considering eligible patients as those with a body mass index of 30 or more and those who have a body mass
index value of at least 27 with at least one weight-related medical condition, it is estimated that there would be
about 400,000 Apple Health clients, aged 12 years and up, who would meet the eligibility requirements of this
bill. Given the possible range of utilization of weight loss medications among eligible Apple Health clients, the
assumed variation the utilization of GLP-1 versus non-GLP-1 medications, and the cost of these medications, it is
estimated that the total service-related impact for the Apple Health program could range from $1.2 billion (low)
to $2.0 billion (high), net of rebates, annually. It is unknown whether federal match would be available at this
time as the Social Security Act Section 1927(d)(2) states that drugs may be excluded from coverage when used
for weight loss.

References

Ganguly, R., Tian, Y., Kong, S. X., Hersloev, M., Hobbs, T., Smolarz, B. G., Ramasamy,A., Haase, C. L., & Weng, W.
(2018). Persistence of newer anti-obesity medications in a real-world setting. Diabetes Research and Clinical
Practice, 143, 348-356.
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Bill Number: 5353 SB HCA Request #: 25-058 Title: Diabetes and Obesity
Montero, A., Sparks, G., Kirzinger, A., Valdes,l., & Hamel, L. (2023, August 4). KFF Health Tracking Poll July 2023:
The Public’s Views Of New Prescription Weight Loss Drugs And Prescription Drug Costs.

https://www.kff.org/health-costs/poll-finding/kff-health-tracking-poll-july-2023-the-publics-views-ofnew-
prescription-weight-loss-drugs-and-prescription-drug-costs/.

Public Employees Benefits Board (PEBB) and School Employees Benefits Board (SEBB) programs

The fiscal impact is indeterminate but is expected to be significant.

HCA estimates that this bill would result in significant increases in claims liability in UMP, resulting in an impact
to the state’s contribution toward medical benefits for employees under the PEBB and SEBB programs (Employer
Medical Contribution, or EMC).

Sections 1 and 2 add new requirements to RCW 48.43 (Health Insurance Reform) and RCW 41.05 (State Health
Care Authority) that require PEBB and SEBB fully insured health plans and the state’s self-insured Uniform
Medical Plan (UMP) to provide coverage for bariatric and metabolic surgery, lifestyle interventions, and FDA
approved medications (to include glucagon-like peptide 1 agonists (GLP-1s)) for the treatment of obesity.

Currently, all PEBB and SEBB plans provide coverage for bariatric surgery and some lifestyle interventions, but do
not provide coverage of GLP-1s for the treatment of obesity; such coverage is expressly prohibited in the current
state operating budget unless there is a specific appropriation from the legislature (Laws of Washington 2024,
ch. 376, §§ 902-903). Expansion of coverage requirements for these drugs is assumed to result in significant cost
impacts.

Self-insured plan impact and state costs

The Uniform Medical Plan (UMP) is the state’s self-insured health plan, governed under RCW 41.05 (State health
care authority). The pharmacy benefit for UMP is administered by Moda. UMP currently provides coverage of
bariatric surgery and some lifestyle intervention treatments such diabetes management and prevention
programs, nutritional counseling, preventative care such as intensive behavior counseling, and as part of a
Wellness program. While bariatric surgery is a currently covered benefit, the provisions of this bill are not in
alignment with current mandatory coverage policies established through the Health Technology Clinical
Committee (HTCC); HCA would need to address implementation of potentially broader coverage requirements
that conflict with current legal requirements impacting these coverage policies for UMP. HCA does not assume
any cost increases from coverage requirements resulting from this legislation for bariatric surgery or lifestyle
interventions in UMP.

However, GLP-1s are currently not covered for all the indications applied in this bill and will likely result in
significant increases in plan claims liability should coverage be mandated. Current GLP-1 coverage in UMP is
limited to Type 2 diabetes, reducing cardiovascular risks, and obstructive sleep apnea, according to published
clinical policies. Therefore, there are two main considerations facing UMP should this legislation pass as written:

Prior Authorization (PA)

This cost analysis assumes PA beyond what is in the FDA label is not permitted under this legislation for
FDA approved GLP-1 and non-GLP-1 product coverage determination in UMP. However, given the bill’s
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HCA Fiscal Note
Bill Number: 5353 SB HCA Request #: 25-058 Title: Diabetes and Obesity

requirement that coverage be provided under FDA labeled indications, HCA assumes coverage review
could be absorbed via current administrative expenses.

Increased claims liability

UMP claims liability is assumed to increase significantly resulting from both the projected increase in
utilization of GLP-1 and similar products and the associated cost of these medications. Increases to UMP
claims liability will impact fund 721 (Public Employees' and Retirees' Insurance Account) and fund 493
(School Employees' Insurance Account).

HCA submitted a report to the Legislature in December of 2024 analyzing potential coverage of AOMs in
the UMP. The analysis below aligns closely with the non-prior authorization scenario detailed in the
report (page 18), with two notable differences:

- HCA assumes a slight decrease in the estimated percentage of the PEBB and SEBB populations
who could potentially utilize a weight loss medication in UMP given the recent FDA approval of
Zepbound for treatment of obstructive sleep apnea. This was not an assumption previously
captured in the report to the Legislature.

- HCA has updated unit cost assumptions for weight loss medications given pricing changes
effective January 1, 2025.

Unit cost of weight loss medications in UMP
For the purposes of this analysis, the assumed net-of-rebate unit cost for GLP-1 products is approximately $745

per utilizing member per 28 day fill; for members utilizing these drugs for a full twelve month calendar year
period, HCA assumes they will receive thirteen one month (28 day) refills. Non GLP-1 products authorized for use
by the Food and Drug Administration (FDA) for weight loss are generally much lower in cost and are not assumed
eligible for rebate, with unit costs ranging from less than $50 per month to approximately $700 per month; for
the purposes of this cost analysis, it is assumed the average unit cost of a non-GLP-1 product is $170 per utilizing
member per month.

Utilization assumptions
According to the Centers for Disease Control (CDC), approximately 33% of Washington adults and 11.4% of

children enrolled in commercial plans are considered obese (defined as having a BMI of > 30 for adults or a BMI
>95™ percentile for children). Given this assumption for prevalence of obesity, the relative size of the UMP
population at the time of this analysis, and prevalence of comorbid conditions the estimated percentage of the
total population who could potentially utilize weight loss medications in UMP is assumed to range between 6%
and 13% of the total PEBB and SEBB non-Medicare populations.

Drug mix assumptions
Based on historical data on prior authorization requests for weight loss medications in UMP, coupled with the

assumption that the efficacy of GLP-1s is higher when compared to non-GLP-1 medications for weight loss, HCA
assumes that utilization of GLP-1 medications will range from sixty percent (60%) to ninety-five percent (95%) of
total weight loss drug utilization in UMP, with non-GLP-1 utilization remaining relatively low at approximately
five percent (5%). These drug mix estimates were applied to the low and high end of the range of estimates
detailed below, respectively.
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HCA assumes some potential for increased cost liability in UMP resulting from use of other healthcare services
due to adverse reactions or side effects associated with anti-obesity medications (AOMs), but is unable to
quantify potential plan impacts. Additionally, no assumptions were made for estimated decreases in costs for
presumed impacts to health outcomes in future years. There is currently not enough evidence to model cost
savings related to coverage of AOMs in future fiscal periods. Should cost avoidance be observed in future
experience, it will be captured in actual claims liability and future UMP trends. Based on the above-mentioned
assumptions, and the wide range of possible outcomes, the fiscal impact of this legislation is difficult to
estimate. Should any aspect of this analysis deviate from actual results, the resulting fiscal impact will change.

To model assumed cost increases, HCA’s assumed annual utilization patterns are applied to a hypothetical
cohort of utilizers (members who use an AOM) based on two distinct scenarios, explained below. The
summarized projection of claims liability results in an estimated range of potential annual impacts. These
estimates are based on current assumptions, should actual results deviate from these estimates the results of
this analysis will change.

- Low Utilization Scenario: Assumes 6 percent of the total PEBB and SEBB population would utilize an AOM
per year

- High Utilization Scenario: Assumes 13 percent of the total PEBB and SEBB population would utilize an
AOM per year

This analysis and all underlying utilization assumptions were applied in a stepwise approach to capture assumed
utilization mix and cohort non-adherence assumptions over a modeled 12-month period. Increases in UMP
claims liability were modeled at each step to assume a discrete subset of the population utilizing either a non-
GLP-1 AOM, GLP-1 AOM, or is non-adherent to either medication type in a stepwise approach. Based on industry
wide data, HCA assumes that non-adherence to medications increases after six months of utilization with the
percentage of the original cohort remaining adherent assumed to be only 40 percent after one year.

Given the possible range of utilization of AOMs in UMP, the assumptions applied to utilization mix for AOMs, and
growth in the non-adherent population over each annual period, HCA assumes the total annual claims liability in
UMP could increase by the amounts detailed below. Until actual experience and utilization trends can be
observed through claims experience it is unknown how future pharmacy trends and plan costs will be impacted:

Estimated Increase in UMP Claims Liability |

PEBB Non-Medicare SEBB Actives Total (PEBB + SEBB)
Low Utilization
s . $124,607,000 $69,277,000 $193,884,000
cenario
High Utilization
s . $249,205,000 $138,558,000 $387,763,000
cenario

Translation of UMP claims liability to State Expenditure via EMC

As plan cost liability increases in the UMP benchmark plans, the state’s contribution toward all employee medical
premiums across all plans is also expected to increase. While the Employer Medical Contribution (EMC) is
benchmarked off the UMP projected costs, it is applied to PEBB and SEBB member plan premiums across the
non-Medicare portfolio resulting in an expenditure that is calculated using total population membership. Based
on the assumed range of possible non-Medicare plan liability increases in UMP, it is assumed the EMC could
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increase by approximately eight percent to fifteen percent in the PEBB program and between nine percent to
nineteen percent in the SEBB program.

Estimated Increase in State Expenditures due to EMC increases
(EMC applied across total population)

PEBB Non-Medicare SEBB Actives Total (PEBB + SEBB)
Low Utilization
s . $141,006,000 $192,956,000 $333,962,000
cenario
High Utilization
s . $282,002,000 $387,300,000 $669,302,000
cenario

Key Assumptions

Unit costs of GLP-1 AOMs, net of assumed rebates, are currently estimated to be $745 per utilizing member
per month. Unit cost of non-GLP-1 AOMs vary and is assumed to be approximately $170 per utilizing member
per month. These costs were provided by Moda as of January 1, 2025 and are updated from those included in
the report to the Legislature. Should costs for these medications change in future periods, the results of this
analysis will also change.
o Additional cost considerations could be made related to rebates if UMP was able to create a

preferred drug list (PDL), assumed to not be permitted under this current version of the legislation.
HCA assumes approximately 40 percent of the total UMP population could be eligible to utilize these
treatments due to obesity or a comorbid chronic condition diagnosis; utilization assumptions are detailed
above for assumed percent of PEBB and SEBB populations captured in this analysis.
HCA does not include any assumptions for cost offsets resulting from members who may discontinue use of
maintenance medications to treat weight-related medical condition(s). While some evidence suggests the
potential for improved outcomes, and therefore cost avoidance resulting from utilization of AOMs, there is
contradicting evidence regarding the potential for increases in alternative healthcare services in the short
term due to adverse effects of these medications.
HCA also does not include any assumptions for cost offsets resulting in lower incidence of cardiovascular
conditions, diabetes, or other complicating diagnoses related to obesity resulting from member utilization of
GLP-1s and similar AOMs, for the same reasons stated above.
HCA assumes that as drafted, the bill would require coverage of all FDA approved drugs and would be unable
to leverage the preferred drug list (PDL) to include preferred AOMs in any future formulary. HCA assumes
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higher average drug costs potentially leading to downstream claims cost implications as a result, which could
be mitigated if the bill expressly permitted preference of drugs within this class.

- Enrollment assumptions are based on UMP enrollment as of January 2025.

- Given known side effects and possible adverse reactions to the medications, HCA assumes approximately 17
percent of members utilizing AOMs will discontinue utilization of medications six months after beginning a
treatment course.

- Given known side effects and possible adverse reactions to the medications, HCA assumes 40 percent of
members utilizing AOMs will discontinue utilization of medications twelve calendar months after beginning a
treatment course.

- HCA does not assume any future changes in enrollment, plan bid rates, or plan mix that may impact the
results of this analysis.

- HCA does not make any assumption for the proportion of assumed eligible population who may already be
taking a AOM for a diabetes diagnosis.

- HCA accounted for assumed proportion of members who may currently be utilizing Zepbound, a GLP-1
medication approved by the FDA for treatment of obstructive sleep apnea, in this analysis. This was not an
assumption captured in the report to the Legislature.

- Assumptions for unit cost and rebates are based on current information and could change in future periods.
HCA makes no assumptions for changes to drug cost or rebates for future periods. Should any aspect of this
analysis deviate from actual results, the resulting fiscal impact will change.

Fully insured plan impact and member premiums
PEBB and SEBB fully insured plan offerings note the potential for increases to member premiums for program

plan offerings. Kaiser Foundation Health Plan of Washington, Kaiser Foundation Health Plan of the Northwest
and Premera plans currently do not cover GLP-1 medications for weight loss; this legislation would result in a
change to current coverage practices and therefore an increase to projected plan cost liability resulting in an
increase to PEBB and SEBB member premiums. Both Kaiser and Premera estimate a potential premium increase
ranging from approximately three to five percent (3% - 5%).

While the EMC is calculated using the UMP projected plan liability, the state’s contribution toward medical
premiums is applied uniformly across all PEBB and SEBB plan offerings. The EMC, as noted above, is assumed to
increase by more than that assumed in the fully insured plan cost estimates. Because the EMC is assumed to
increase by more than the projected increase in fully insured member premiums, assuming no other influences
that may result in increases above and beyond what is required as a result of this legislation, the relative impact
of this legislation on fully insured member premiums is assumed to be absorbed by the increase in the EMC
resulting in a net-neutral change to fully insured member premiums and a subsequent significant increase in
state expenditures.

PEBB Medicare plan impacts
Retirees who are not yet eligible for Medicare and enrolled in the non-Medicare risk pool pay the full cost of the

non-Medicare bid rate; they do not receive an employer contribution and would incur significant increases in out-
of-pocket premium costs resulting from coverage of AOMs in UMP.

The projected impacts of this recommendation do not include any assumption for the PEBB Medicare
populations. During the 2024 board season, the PEBB board authorized resolution PEBB 2024-17 to allow the
UMP Classic Medicare pharmacy benefit to transition from a creditable drug coverage offering to a Medicare
Part D Employer Group Waiver Plan (EGWP). State laws (except as it relates to initial licensing and solvency) are
pre-empted by federal laws for Medicare Advantage (MA) and Part D offerings. Coverage-related state laws are
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preempted under federal statutes and CMS regulations and therefore do not apply to federally regulated plans
(42 U.S.C. § 1395w-26(b)(3); 42 U.S.C. § 1395w-112(g); 42 CFR 422.402; 42 CFR 423.440). Under current
Medicare coverage requirements, coverage may be provided for GLP-1s that are FDA approved to treat obesity
and type 2 diabetes if the member has type 2 diabetes or certain cardiovascular indications for members with
excess weight or obesity. Per section 1860D-2(e)(2)(A) of the Social Security Act, AOMs are excluded from
coverage under Medicare Part D formularies. Therefore, there are no assumed impacts to underlying claims
liability for UMP Classic Medicare with Part D plan (PDP). However, should coverage of these medications be
approved for the Medicare population, HCA assumes there will be impacts to retiree premiums. Medicare retirees
enrolled in UMP Classic are currently realizing the full value of the Medicare explicit subsidy ($183). Therefore,
assuming the Medicare explicit subsidy remains at the current $183, any increases in claims liability for UMP
Medicare is assumed will be fully borne by retirees in the form of plan premium increases and will not be offset
by the explicit subsidy.

Part Ill: Expenditure Detail
l1l. A - Operating Budget Expenditure

For the known cost portion of this fiscal note:

ACCOUNT ACCOUNTTITLE TYPE FY-2024 FY-2025 FY-2026 FY-2027 FY-2028 FY-2029 2023-25 2025-27 2027-29
001-1 General Fund State - - 49,000 49,000 49,000 49,000 o 98,000 98,000
001-C General Fund Medicaid - - 42,000 42,000 42,000 42,000 - 84,000 84,000

ACCOUNT - TOTAL $| = - 91,000 91,000 91,000 91,000 - 182,000 182,000

l1l. B - Expenditures by Object Or Purpose

For the known cost portion of this fiscal note:

OBJECT OBJECTTITLE FY-2024 FY-2025 FY-2026 FY-2027 FY-2028 FY-2029 2023-25 2025-27 2027-29

A Salaries and Wages - - 45,000 45,000 45,000 45,000 - 90,000 90,000
B Employee Benefits - - 16,000 16,000 16,000 16,000 =) 32,000 32,000
E Goods and Other Services - - 9,000 9,000 9,000 9,000 - 18,000 18,000
G Travel - - 2,000 2,000 2,000 2,000 = 4,000 4,000
J Capital Outlays - - 1,000 1,000 1,000 1,000 - 2,000 2,000
T Intra-Agency Reimbursements - - 18,000 18,000 18,000 18,000 - 36,000 36,000

OBJECT-TOTAL $ - - 91,000 91,000 91,000 91,000 - 182,000 182,000

lll. C - Operating FTE Detail: FTEs listed by classification and corresponding annual compensation. Totals agree with total FTEs in
Part | and Part Il1A.

For the known cost portion of this fiscal note:

FTE JOB TITLE SALARY FY-2024 FY-2025 FY-2026 FY-2027 FY-2028 FY-2029 2023-25 2025-27 2027-29
MEDICAL ASSISTANCE PROGRAM SPECIALIST 3 89,000 - - 0.5 0.5 0.5 0.5 = 0.5 0.5
FTE - TOTAL| = = 0.5 0.5 0.5 0.5 = 0.5 0.5
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Ill. D - Expenditures By Program (optional)

For the known cost portion of this fiscal note:

Program FY- FY- FY- FY- FY- FY- 2023- 2025- 2027-
No. Program Title 2024 2025 2026 2027 2028 2029 25 27 29
200 200 - HCA - MED - - 91,000 91,000 91,000 | 91,000 = 182,000 | 182,000

PROGRAM - TOTAL$ | - = 91,000 | 91,000 | 91,000 | 91,000 | - 182,000 | 182,000

Part IV: Capital Budget Impact
IV. A - Capital Budget Expenditures

NONE
IV. B - Expenditures by Object Or Purpose

NONE

IV. C - Capital Budget Breakout: Acquisition and construction costs not reflected elsewhere on the fiscal note and
description of potential financing methods.

NONE

IV. D - Capital FTE Detail: FTEs listed by classification and corresponding annual compensation. Totals agree with
total FTEs in Part IVB.

NONE

Part V: New Rule Making Required

Provisions of the bill that require the agency to adopt new administrative rules or repeal/revise existing rules.

NONE
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Part Il: Narrative Explanation

II. A - Brief Description Of What The Measure Does That Has Fiscal Impact
Health plans issued or renewed after January 1, 2026 shall include coverage for the diagnosis and
treatment of the chronic disease of obesity including, but not limited to:
a) Intensive health behavioral and lifestyle treatment;
b) Metabolic and bariatric surgery; and
¢) Food and drug administration-approved obesity medication.
Il. B - Cash Receipts Impact

Indeterminate. New mandated benefits typically increase premiums, but the expected premium
increase amount attributable to just this new benefit is unknown at this time.

Il. C - Expenditures
No fiscal impact, changes that require inclusion of this health care benefit in qualified health plans

offered in the Exchange marketplace are not expected to require significant operational or
Healthplanfinder system changes.

Part IV: Capital Budget Impact

None.

Part V: New Rule Making Required

None.
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Part I: Estimates
|:| No Fiscal Impact
Estimated Cash Receipts to:
NONE
Estimated Operating Expenditures from:
FY 2026 FY 2027 2025-27 2027-29 2029-31
FTE Staff Years 0.2 0.0 0.1 0.0 0.0
Account
Insurance Commissioners Regulatory 224,950 5,433 230,383 10,866 10,866
Account-State 138-1
Total $ 224,950 5,433 230,383 10,866 10,866

Estimated Capital Budget Impact:

NONE

The cash receipts and expenditure estimates on this page represent the most likely fiscal impact. Factors impacting the precision of these estimates,
and alternate ranges (if appropriate), are explained in Part I1.

Check applicable boxes and follow corresponding instructions:

| | Capital budget impact, complete Part IV.

Requires new rule making, complete Part V.

X If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
— form Parts I-V.

If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

Legislative Contact: ~ Greg Attanasio Phone: 360-786-7410 Date: 01/24/2025
Agency Preparation:  Delika Steele Phone: 360-725-7260 Date: 02/17/2025
Agency Approval: Stacey Warick Phone: (360) 725-0000 Date: 02/17/2025
OFM Review: Jason Brown Phone: (360) 742-7277 Date: 02/17/2025
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Part II: Narrative Explanation

I1. A - Brief Description Of What The Measure Does That Has Fiscal Impact

Significant provisions of the bill and any related workload or policy assumptions that have revenue or expenditure impact on the responding agency by
section number.

Section 1(1) requires health plans issued or renewed on or after January 1, 2026, to include coverage for the diagnosis and
treatment of obesity. This must include but is not limited to intensive health behavioral and lifestyle treatment, metabolic and
bariatric surgery, and food and drug administration-approved (FDA approved) obesity medication.

I1. B - Cash receipts Impact

Cash receipts impact of the legislation on the responding agency with the cash receipts provisions identified by section number and when appropriate, the
detail of the revenue sources. Description of the factual basis of the assumptions and the method by which the cash receipts impact is derived. Explanation
of how workload assumptions translate into estimates. Distinguished between one time and ongoing functions.

II. C - Expenditures

Agency expenditures necessary to implement this legislation (or savings resulting from this legislation), with the provisions of the legislation that result in
the expenditures (or savings) identified by section number. Description of the factual basis of the assumptions and the method by which the expenditure
impact is derived. Explanation of how workload assumptions translate into cost estimates. Distinguished between one time and ongoing functions.

Section 1(1) requires health plans issued or renewed on or after January 1, 2026, to include coverage for the diagnosis and
treatment of obesity. This must include but is not limited to intensive health behavioral and lifestyle treatment, metabolic and
bariatric surgery, and food and drug administration-approved (FDA approved) obesity medication.

Under 45 CFR §155.170, if a state requires a qualified health plan (QHP) to cover benefits that are in addition to the state’s
essential health benefits (EHB), the state must defray the cost of additional benefits, and each QHP issuer must quantify
the cost of each additional benefit and report it to the state. Section 1 requires coverage of obesity treatment which would
be in addition to the state’s EHB. As a result, OIC will be required to engage in a competitive procurement to determine the
cost of defraying the new benefit. Based on the cost of an actuarial analysis of hearing instrument coverage completed in
2021, OIC assumes the professional services contract will cost $200,000 in FY2026 and anticipates requiring 30 hours of a
Senior Policy Analyst to procure a contractor in FY2026. Additionally, OIC anticipates 6 meetings with the contractor in
FY2026 with each meeting requiring 10 hours of preparation, attendance, and follow up requiring the equivalent of 60 hours
(6 meetings x 10 hours) in FY2026 of a Senior Policy Analyst.

Section 1 will generate additional consumer inquiries, calls, and complaints regarding the diagnosis and treatment of obesity.
Based on 2024 complaint data, approximately 40 written inquiries, 128 calls and 49 complaints were received regarding
obesity or diabetes coverage. As a result of this bill, consumer contacts related to the coverage for diagnosis and treatment
of obesity are expected to increase by 15%. For purposes of this fiscal note, it is assumed that informational cases will take
10 minutes per case and complaint cases will take 3 hours per case requiring a total of 29 hours (26 info cases x 10 minutes
+ 8 complaint cases x 3 hours) of a Functional Program Analyst 3 each year beginning in FY2026.

Section 1 will require additional review of health plan form filings to ensure health plans cover the diagnosis and treatment
of obesity. The OIC will require one-time costs, in FY2026, of 17 hours of a Functional Program Analyst 4 to update filing
review standards and speed-to-market tools, update checklist documents and filing instructions, and train staff. The OIC
receives an average of 450 health plan form filings each year and assumes the new review standards will result in an
additional 15 minutes of review per form filing in FY2026 and an additional 5 minutes of review per form filing in FY2027
and thereafter requiring 113 hours (450 form filings x 15 minutes) in FY 2026 and 38 hours (450 form filings x 5 minutes) in
FY2027 and thereafter of a Functional Program Analyst 3.

Ongoing Costs:
Salary, benefits and associated costs for .04 FTE Functional Program Analyst 3.

Diabetes and obesity 160-Office of Insurance Commissioner
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Part III: Expenditure Detail
I1I. A - Operating Budget Expenditures

Account |Account Title Type FY 2026 FY 2027 2025-27 2027-29 2029-31
138-1 Insurance State 224,950 5,433 230,383 10,866 10,866
Commissioners
Regulatory Account
Total $ 224,950 5,433 230,383 10,866 10,866
I11. B - Expenditures by Object Or Purpose
FY 2026 FY 2027 2025-27 2027-29 2029-31
FTE Staff Years 0.2 0.0 01 0.0 0.0
A-Salaries and Wages 15,137 3,204 18,341 6,408 6,408
B-Employee Benefits 4,823 1142 5,965 2,284 2,284
C-Professional Service Contracts 200,000 200,000
E-Goods and Other Services 4,990 1,087 6,077 2,174 2,174
G-Travel
J-Capital Outlays
M-Inter Agency/Fund Transfers
N-Grants, Benefits & Client Services
P-Debt Service
S-Interagency Reimbursements
T-Intra-Agency Reimbursements
9-
Total $ 224,950 5,433 230,383 10,866 10,866
HI. C - Operating FTE Detail: List FTEs by classification and corresponding annual compensation. Totals need to agree with total FTEs in
Part I and Part 1114
Job Classification Salary FY 2026 FY 2027 2025-27 2027-29 2029-31
Functional Program Analyst 3 78,468 0.1 0.0 0.1 0.0 0.0
Functional Program Analyst 4 86,712 0.0 0.0
Senior Policy Analyst 131,328 0.1 0.0
Total FTEs 0.2 0.0 0.1 0.0 0.0

I11. D - Expenditures By Program (optional)

NONE

Part IV: Capital Budget Impact

IV. A - Capital Budget Expenditures
NONE

IV. B - Expenditures by Object Or Purpose

NONE

IV. C - Capital Budget Breakout

Acquisition and construction costs not reflected elsewhere on the fiscal note and description of potential financing methods.

NONE

IV. D - Capital FTE Detail: FTEs listed by classification and corresponding annual compensation. Totals agree with total FTEs in Part IVB.

NONE
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Part V: New Rule Making Required

Provisions of the bill that require the agency to adopt new administrative rules or repeal/revise existing rules.
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