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PREFACE

LexisNexis is pleased to offer to the health care community the 2022 edition
of California Knox-Keene Health Care Service Plan Act and Regulations.
This volume is a compilation of selected laws and regulations that affect the health
care profession. It is fully up to date with statutes enacted up to and covering
legislation through all 770 Chapters of the 2021 Regular Session.

Included herein is a Table of Sections Affected which may be utilized
to facilitate research into recently enacted legislation affecting these Codes.
Through the use of state-of-the-art computer software, attorney editors have
updated the comprehensive descriptive word index with the enactments of the
2021-2022 legislature.

We are committed to providing legal professionals with the most
comprehensive, current and useful publications possible. If you have comments
and suggestions, please write to California Codes Editor, 9443 Springboro Pike,
Miamisburg, OH 45342; call us toll-free at 1-800-833-9844; or E-mail us at llp.
clp@lexisnexis.com. By providing us with your informed comments, you will be
assured of having available a working tool which increases in value each year.

Visit the LexisNexis Internet home page at http://www.lexisnexis.com
for an online bookstore, technical support, customer service, and other company
information.

January 2022

f( ' LexisNexis
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HEALTH AND SAFETY CODE

DIVISION 2

Licensing Provisions

CHAPTER 2.2
Health Care Service Plans

Article

1. General.

2. Administration.

3. Licensing and Fees.

3.1. Small Employer Group Access to Contracts for Health Care Services.
3.11. Insurance Market Reform (Inoperative).

3.15. Preexisting Condition Provisions.

3.16. Nongrandfathered Small Employer Plans.

3.17. Grandfathered Small Employer Plans.

3.2. Additional Requirements for Medicare Supplement Contracts [Renumbered.]
3.5. Additional Requirements for Medicare Supplement Contracts.

4. Solicitation and Enrollment.

4.5. California COBRA Program.

4.6. Coverage for Federally Eligible Defined Individuals.

5. Standards.

5.5. Health Care Service Plan Coverage Contract Changes.

5.55. Appeals Seeking Independent Medical Reviews.

5.6. Point-of-Service Health Care Service Plan Contracts.

6. Operation and Renewal Requirements and Procedures.

6.1. Pharmacy Benefit Management Services.

6.2. Review of Rate Increases.

7. Discipline.

7.5. Underwriting Practices.

8. Other Enforcement Procedures.

8.5. Service of Process.

9. Miscellaneous.

9.5. Claims Reviewers.

10. Discontinuance and Replacement of Group Health Care Service Plan Contracts.
10.2. Mergers and Acquisitions of Health Care Service Plans.

10.5. Individual Access to Contracts for Health Care Services [Renumbered.]
11. Nonprofit Plans.

11.1. Consumer Operated and Oriented Plans.

11.5. Individual Access to Contracts for Health Care Services.

11.7. Child Access to Health Care Coverage (Inoperative; Operative date contingent).
11.8 . Individual Access to Health Care Coverage.

11.9. Health Equity and Quality.

HISTORY: Added Stats 1975 ch 941 § 2, operative July 1, 1976.

ARTICLE 1

General

Section

1340. Citation of chapter.

1341. Department of Managed Health Care.

1341.1. Principal and branch offices.

1341.2. Personnel of Department of Managed Health Care.
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Section

1341.3. Adoption of seal.

1341.4. Managed Care Fund established.

1341.45. Managed Care Administrative Fines and Penalties Fund created; Transfer of monies.

1341.5. Public information.

1341.6. Opinions on questions of law.

1341.7. Conflict of interest.

1341.8. Powers of director.

1341.9. Succession to powers and responsibilities.

1341.10. Unexpended balance of funds.

1341.11. Transfer of employees.

1341.12. Possession of all property.

1341.13. Appointment of officers and employees.

1341.14. Preexisting regulations, orders, and proceedings.

1342. Legislative intent.

1342.1. [Section repealed 2007.]

1342.2. Coverage for COVID-19 costs.

1342.3. [Section repealed 2006.]

1342.3. Coverage for disease prevention and mitigation under public health emergency declara-
tion.

1342.4. Joint working group to ensure clarity for consumers in consistency and enforcement of
regulations.

1342.5. Consultation prior to adopting regulations.

1342.6. Effect of antitrust prohibitions on health care services.

1342.7. Authority of department to ensure providers of prescription drug coverage comply with
Knox-Keene Health Care Service Plan Act of 1975.

1342.71. Outpatient prescription drug coverage.

1342.72. Drug regimen; Multitablet regimen to be as effective as single [Repealed effective
January 1, 2023].

1342.73. Drug formulary [Repealed effective January 1, 2024].

1342.74. Preexposure and postexposure HIV prophylaxis.

1342.8. Audits or surveys.

1343. Application of chapter; Exemptions.

1343.1. Exception to application of chapter.

1343.3. Authority to conduct pilot programs [Repealed effective January 1, 2028].

1343.5. Burden of proof.

1344. Rules; Interpretive opinions; Good faith acts.

1345. Definitions.

1345.5. “Minimum essential coverage”.

HISTORY: Added Stats 1975 ch 941 § 2, operative July 1, 1976.

§ 1340. Citation of chapter

This chapter shall be known and may be cited as the Knox-Keene Health
Care Service Plan Act of 1975.

HISTORY:
Added Stats 1975 ch 941 § 2, operative July
1, 1976.

§ 1341. Department of Managed Health Care

(a) There is in state government, in the California Health and Human
Services Agency, a Department of Managed Health Care that has charge of the
execution of the laws of this state relating to health care service plans and the
health care service plan business including, but not limited to, those laws
directing the department to ensure that health care service plans provide
enrollees with access to quality health care services and protect and promote
the interests of enrollees.

(b) The chief officer of the Department of Managed Health Care is the
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Director of the Department of Managed Health Care. The director shall be
appointed by the Governor and shall hold office at the pleasure of the Governor.
The director shall receive an annual salary as fixed in the Government Code.
Within 15 days from the time of the director’s appointment, the director shall
take and subscribe to the constitutional oath of office and file it in the office of
the Secretary of State.

(¢) The director shall be responsible for the performance of all duties, the
exercise of all powers and jurisdiction, and the assumption and discharge of all
responsibilities vested by law in the department. The director has and may
exercise all powers necessary or convenient for the administration and
enforcement of, among other laws, the laws described in subdivision (a).

HISTORY: 19 (AB 2903); Stats 2011 ch 552 § 2 (AB 922),
Added Stats 1999 ch 525 § 22 (AB 78), opera-  effective January 1, 2012.
tive July 1, 2000. Amended Stats 2000 ch 857 §

§ 1341.1. Principal and branch offices

The director shall have his or her principal office in the City of Sacramento,
and may establish branch offices in the City and County of San Francisco, in
the City of Los Angeles, and in the City of San Diego. The director shall from
time to time obtain the necessary furniture, stationery, fuel, light, and other
proper conveniences for the transaction of the business of the Department of
Managed Health Care.

HISTORY: tive July 1, 2000. Amended Stats 2000 ch 857 §
Added Stats 1999 ch 525 § 23 (AB 78), opera- 20 (AB 2903).

§ 1341.2. Personnel of Department of Managed Health Care

In accordance with the laws governing the state civil service, the director
shall employ and, with the approval of the Department of Finance, fix the
compensation of such personnel as the director needs to discharge properly the
duties imposed upon the director by law, including, but not limited to, a chief
deputy, a public information officer, a chief enforcement counsel, and legal
counsel to act as the attorney for the director in actions or proceedings brought
by or against the director under or pursuant to any provision of any law under
the director’s jurisdiction, or in which the director joins or intervenes as to a
matter within the director’s jurisdiction, as a friend of the court or otherwise,
and stenographic reporters to take and transcribe the testimony in any formal
hearing or investigation before the director or before a person authorized by
the director. The personnel of the Department of Managed Health Care shall
perform such duties as the director assigns to them. Such employees as the
director designates by rule or order shall, within 15 days after their appoint-
ments, take and subscribe to the constitutional oath of office and file it in the
office of the Secretary of State.

HISTORY: tive July 1, 2000. Amended Stats 2000 ch 857 §
Added Stats 1999 ch 525 § 24 (AB 78), opera- 21 (AB 2903).

§ 1341.3. Adoption of seal

The director shall adopt a seal bearing the inscription: “Director, Depart-
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ment of Managed Health Care, State of California.” The seal shall be affixed to
or imprinted on all orders and certificates issued by him or her and such other
instruments as he or she directs. All courts shall take judicial notice of this
seal.

HISTORY: tive July 1, 2000. Amended Stats 2000 ch 857 §
Added Stats 1999 ch 525 § 25 (AB 78), opera- 22 (AB 2903).

§ 1341.4. Managed Care Fund established

(a) In order to effectively support the Department of Managed Health Care
in the administration of this law, there is hereby established in the State
Treasury, the Managed Care Fund. The administration of the Department of
Managed Health Care shall be supported from the Managed Care Fund.

(b) In any fiscal year, the Managed Care Fund shall maintain not more than
a prudent 5 percent reserve unless otherwise determined by the Department of
Finance.

HISTORY: effective July 7, 2000; Stats 2004 ch 228 § 3 (SB
Added Stats 1999 ch 525 § 26 (AB 78), July 1,  1103), effective August 16, 2004; Stats 2007 ch
2000. Amended Stats 2000 ch 93 § 7 (AB 2877), 577 § 6 (AB 1750), effective October 13, 2007.

§ 1341.45. Managed Care Administrative Fines and Penalties Fund
created; Transfer of monies

(a) There is hereby created in the State Treasury the Managed Care
Administrative Fines and Penalties Fund.

(b) The fines and administrative penalties collected pursuant to this chap-
ter, on and after September 30, 2008, shall be deposited into the Managed Care
Administrative Fines and Penalties Fund.

(c) The fines and administrative penalties deposited into the Managed Care
Administrative Fines and Penalties Fund shall be transferred by the depart-
ment, beginning September 1, 2009, and annually thereafter, as follows:

(1) The first one million dollars ($1,000,000) shall be transferred to the
Medically Underserved Account for Physicians within the Health Profes-
sions Education Fund and shall, upon appropriation by the Legislature, be
used for the purposes of the Steven M. Thompson Physician Corps Loan
Repayment Program, as specified in Article 5 (commencing with Section
128550) or Chapter 5 of Part 3 of Division 107 and, notwithstanding Section
128555, shall not be used to provide funding for the Physician Volunteer
Program.

(2) Any amount over the first one million dollars ($1,000,000), including
accrued interest, in the fund shall be transferred to the Health Care Services
Plan Fines and Penalties Fund created pursuant to Section 15893 of the
Welfare and Institutions Code and, notwithstanding Section 13340 of the
Government Code, shall be continuously appropriated for the purposes
specified in Section 15894 of the Welfare and Institutions Code.

(d) Notwithstanding subdivision (b) of Section 1356 and Section 1356.1, the
fines and administrative penalties authorized pursuant to this chapter shall
not be used to reduce the assessments imposed on health care service plans
pursuant to Section 1356.
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(e) The amendments made to this section by the act adding this subdivision
shall become operative on July 1, 2014.

(f) The amendments made to this section by the act adding this subdivision
shall become operative on July 1, 2017.

HISTORY: 2014 ch 31 § 5 (SB 857), effective June 20, 2014;
Added Stats 2008 ch 607 § 1 (SB 1379), Stats 2017 ch 52 § 4 (SB 97), effective July 10,
effective September 30, 2008. Amended Stats 2017.

§ 1341.5. Public information

(a) The director, as a general rule, shall publish or make available for public
inspection any information filed with or obtained by the department, unless
the director finds that this availability or publication is contrary to law. No
provision of this chapter authorizes the director or any of the director’s
assistants, clerks, or deputies to disclose any information withheld from public
inspection except among themselves or when necessary or appropriate in a
proceeding or investigation under this chapter or to other federal or state
regulatory agencies. No provision of this chapter either creates or derogates
from any privilege that exists at common law or otherwise when documentary
or other evidence is sought under a subpoena directed to the director or any of
his or her assistants, clerks, or deputies.

(b) It is unlawful for the director or any of his or her assistants, clerks, or
deputies to use for personal benefit any information that is filed with or
obtained by the director and that is not then generally available to the public.

HISTORY:
Added Stats 1999 ch 525 § 27 (AB 78), op-
erative July 1, 2000.

§ 1341.6. Opinions on questions of law

(a) The Attorney General shall render to the director opinions upon all
questions of law, relating to the construction or interpretation of any law under
the director’s jurisdiction or arising in the administration thereof, that may be
submitted to the Attorney General by the director and upon the director’s
request shall act as the attorney for the director in actions and proceedings
brought by or against the director under or pursuant to any provision of any
law under the director’s jurisdiction.

(b) Sections 11041, 11042, and 11043 of the Government Code do not apply
to the Director of the Department of Managed Health Care.

HISTORY: tive July 1, 2000. Amended Stats 2000 ch 857 §
Added Stats 1999 ch 525 § 28 (AB 78), opera- 23 (AB 2903).

§ 1341.7. Conflict of interest

(a) Neither the director nor any of the director’s assistants, clerks, or
deputies shall be interested as a director, officer, shareholder, member other
than a member of an organization formed for religious purposes, partner,
agent, or employee of any person who, during the period of the official’s or
employee’s association with the Department of Managed Health Care, was
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licensed or applied for a license as a health care service plan under this
chapter.

(b) Nothing contained in subdivision (a) shall prohibit the holdings or
purchasing of any securities by the director, an assistant, clerk, or deputy in
accordance with rules which shall be adopted for the purpose of protecting the
public interest and avoiding conflicts of interest.

(c) Nothing in this section shall prohibit or preclude the director or any of
the director’s assistants, clerks, or deputies or any employee of the Department
of Managed Health Care from obtaining health care services as a subscriber or
an enrollee from a plan licensed under this chapter, subject to any rules that
may be adopted hereunder or pursuant to proper authority.

HISTORY: tive July 1, 2000. Amended Stats 2000 ch 857 §
Added Stats 1999 ch 525 § 29 (AB 78), opera- 24 (AB 2903).

§ 1341.8. Powers of director

The director shall have the powers of a head of a department pursuant to
Chapter 2 (commencing with Section 11150) of Part 1 of Division 3 of Title 2 of
the Government Code. The director may make the agreements that he or she
deems necessary or appropriate in exercising his or her powers.

HISTORY:
Added Stats 1999 ch 525 § 30 (AB 78), op-
erative July 1, 2000.

§ 1341.9. Succession to powers and responsibilities

The director and department succeed to, and are vested with, all duties,
powers, purposes, responsibilities, and jurisdiction of the Commissioner of
Corporations and the Department of Corporations as they relate to the
Department of Corporations’ Health Plan Program, health care service plans,
and the health care service plan business, including those powers and duties
specified in this chapter. Nothing in this section abrogates, limits, diminishes,
or otherwise restricts the duties, powers, purposes, responsibilities, and
jurisdictions of the Commissioner of Corporations and the Department of
Corporations under the Investment Program, the Financial Services Program,
and the other laws in which jurisdiction is vested in the Commissioner of
Corporations and the Department of Corporations.

HISTORY:
Added Stats 1999 ch 525 § 31 (AB 78), op-
erative July 1, 2000.

§ 1341.10. Unexpended balance of funds

The department may use the unexpended balance of funds available for use
in connection with the performance of the functions of the Department of
Corporations to which the department succeeds pursuant to Section 1341.9.

HISTORY:
Added Stats 1999 ch 525 § 32 (AB 78), op-
erative July 1, 2000.
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§ 1341.11. Transfer of employees

All officers and employees of the Department of Corporations who, on the
operative date of this section, are performing any duty, power, purpose,
responsibility, or jurisdiction to which the department succeeds, who are
serving in the state civil service, other than as temporary employees, and
engaged in the performance of a function vested by the department by Section
1341.9, shall be transferred to the department. The status, positions, and
rights of those persons shall not be affected by the transfer and shall be
retained by those persons as officers and employees of the department,
pursuant to the State Civil Service Act (Part 2 (commencing with Section
18500) of Division 5 of Title 2 of the Government Code), except as to positions
exempted from civil service.

HISTORY:
Added Stats 1999 ch 525 § 33 (AB 78), op-
erative July 1, 2000.

§ 1341.12. Possession of all property

The department shall have possession and control of all records, papers,
offices, equipment, supplies, moneys, funds, appropriations, licenses, permits,
agreements, contracts, claims, judgments, land, and other property, real or
personal, connected with the administration of, or held for the benefit or use of,
the Department of Corporations for the performance of the functions trans-
ferred to the department by Section 1341.9.

HISTORY:
Added Stats 1999 ch 525 § 34 (AB 78), op-
erative July 1, 2000.

§ 1341.13. Appointment of officers and employees

All officers or employees of the department employed after the operative date
of this section shall be appointed by the director.

HISTORY:
Added Stats 1999 ch 525 § 35 (AB 78), op-
erative July 1, 2000.

§ 1341.14. Preexisting regulations, orders, and proceedings

(a) Any regulation, order, or other action, adopted, prescribed, taken, or
performed by the Department of Corporations or by an officer of the Depart-
ment of Corporations in the administration of a program or the performance of
a duty, responsibility, or authorization transferred to the department by
Section 1341.9 shall remain in effect and shall be deemed to be a regulation,
order, or action of the department.

(b) No suit, action, or other proceeding lawfully commenced by or against
the Department of Corporations or any other officer of the state, in relation to
the administration of any program or the discharge of any duty, responsibility,
or authorization transferred to the department by Section 1341.9 shall abate
by reason of the transfer of the program, duty, responsibility, or authorization.
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HISTORY:
Added Stats 1999 ch 525 § 36 (AB 78), op-
erative July 1, 2000.

§ 1342. Legislative intent

It is the intent and purpose of the Legislature to promote the delivery and
the quality of health and medical care to the people of the State of California
who enroll in, or subscribe for the services rendered by, a health care service
plan or specialized health care service plan by accomplishing all of the
following:

(a) Ensuring the continued role of the professional as the determiner of
the patient’s health needs which fosters the traditional relationship of trust
and confidence between the patient and the professional.

(b) Ensuring that subscribers and enrollees are educated and informed of
the benefits and services available in order to enable a rational consumer
choice in the marketplace.

(¢) Prosecuting malefactors who make fraudulent solicitations or who use
deceptive methods, misrepresentations, or practices which are inimical to
the general purpose of enabling a rational choice for the consumer public.

(d) Helping to ensure the best possible health care for the public at the
lowest possible cost by transferring the financial risk of health care from
patients to providers.

(e) Promoting effective representation of the interests of subscribers and
enrollees.

(f) Ensuring the financial stability thereof by means of proper regulatory
procedures.

(g) Ensuring that subscribers and enrollees receive available and acces-
sible health and medical services rendered in a manner providing continuity
of care.

(h) Ensuring that subscribers and enrollees have their grievances expe-
ditiously and thoroughly reviewed by the department.

HISTORY:
Added Stats 1975 ch 941 § 2, operative July
1, 1976. Amended Stats 1980 ch 1031 § 1; Stats

§ 1342.1. [Section repealed 2007.]

HISTORY:

Added Stats 1996 ch 815 § 1 (AB 2343).
Amended Stats 2001 ch 745 § 125 (SB 1191),
effective October 12, 2001. Repealed Stats 2007

1984 ch 540 § 1; Stats 1999 ch 525 § 37 (AB 78),
operative July 1, 2000; Stats 2002 ch 797 § 2
(AB 2179).

ch 577 § 7 (AB 1750), effective October 13, 2007.
The repealed section related to legislative find-
ings about health care service plans and con-
vening a task force.

§ 1342.2. Coverage for COVID-19 costs

(a) Notwithstanding any other law, a health care service plan contract that
covers medical, surgical, and hospital benefits, excluding a specialized health
care service plan contract, shall cover the costs for COVID-19 diagnostic and
screening testing and health care services related to diagnostic and screening
testing approved or granted emergency use authorization by the federal Food
and Drug Administration for COVID-19, regardless of whether the services are
provided by an in-network or out-of-network provider. Coverage required by
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this section shall not be subject to copayment, coinsurance, deductible, or any
other form of cost sharing. Services related to COVID-19 diagnostic and
screening testing include, but are not limited to, hospital or health care
provider office visits for the purposes of receiving testing, products related to
testing, the administration of testing, and items and services furnished to an
enrollee as part of testing.

(1) To the extent a health care provider would have been entitled to
receive cost sharing but for this section, the health care service plan shall
reimburse the health care provider the amount of that lost cost sharing.

(2) A health care service plan contract shall not impose prior authoriza-
tion or any other utilization management requirements on COVID-19
diagnostic and screening testing.

(3) With respect to an enrollee, a health care service plan shall reimburse
the provider of the testing according to either of the following:

(A) If the health plan has a specifically negotiated rate for COVID-19
diagnostic and screening testing with such provider in effect before the
public health emergency declared under Section 319 of the Public Health
Service Act (42 U.S.C. Sec. 247d), such negotiated rate shall apply
throughout the period of such declaration.

(B) If the health plan does not have a specifically negotiated rate for

COVID-19 diagnostic and screening testing with such provider, the plan
may negotiate a rate with such provider.
(4)(A) For an out-of-network provider with whom a health care service
plan does not have a specifically negotiated rate for COVID-19 diagnostic
and screening testing and health care services related to testing, a plan
shall reimburse the provider for all testing items or services in an amount
that is reasonable, as determined in comparison to prevailing market
rates for testing items or services in the geographic region where the item
or service is rendered. An out-of-network provider shall accept this
payment as payment in full and shall not seek additional remuneration
from an enrollee for services related to testing.

(B) The requirement in this subdivision to cover COVID-19 diagnostic
and screening testing and health care services related to testing without
cost sharing, when delivered by an out-of-network provider, shall not
apply with respect to COVID-19 diagnostic and screening testing and
services related to testing furnished on, or after, the expiration of the
federal public health emergency. All other requirements of this subdivision
shall remain in effect after the federal public health emergency expires.
(5) Changes to a contract between a health care service plan and a

provider delegating financial risk for diagnostic and screening testing
related to a declared public health emergency shall be considered a material
change to the parties’ contract. A health care service plan shall not delegate
the financial risk to a contracted provider for the cost of enrollee services
provided under this section unless the parties have negotiated and agreed
upon a new provision of the parties’ contract pursuant to Section 1375.7.
(b)(1) A health care service plan contract that covers medical, surgical, and
hospital benefits shall cover without cost sharing any item, service, or
immunization that is intended to prevent or mitigate COVID-19 and that is
either of the following with respect to the individual enrollee:
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(A) An evidence-based item or service that has in effect a rating of “A”
or “B” in the current recommendations of the United States Preventive
Services Task Force.

(B) An immunization that has in effect a recommendation from the
Advisory Committee on Immunization Practices of the federal Centers for
Disease Control and Prevention, regardless of whether the immunization
is recommended for routine use.

(2) The item, service, or immunization covered pursuant to paragraph (1)
shall be covered no later than 15 business days after the date on which the
United States Preventive Services Task Force or the Advisory Committee on
Immunization Practices of the federal Centers for Disease Control and
Prevention makes a recommendation relating to the item, service, or
immunization. A recommendation from the Advisory Committee on Immu-
nization Practices of the federal Centers for Disease Control and Prevention
is considered in effect after it has been adopted, or granted emergency use
authorization, by the Director of the Centers for Disease Control and
Prevention.

(3)(A) A health care service plan subject to this subdivision shall not

impose any cost-sharing requirements, including a copayment, coinsur-

ance, or deductible, for any item, service, or immunization described in
paragraph (1), regardless of whether such service is delivered by an
in-network or out-of-network provider.

(B) To the extent a health care provider would have been entitled to
receive cost sharing but for this section, the health care service plan shall
reimburse the health care provider the amount of that lost cost sharing.

(C) With respect to an enrollee, a health care service plan shall
reimburse the provider of the immunization according to either of the
following:

(1) Ifthe health plan has a negotiated rate with such provider in effect
before the public health emergency declared under Section 319 of the
Public Health Service Act (42 U.S.C. Sec. 247d), such negotiated rate
shall apply throughout the period of such declaration.

(ii) If the health plan does not have a negotiated rate with such
provider, the plan may negotiate a rate with such provider.

(D) A health care service plan shall not impose cost sharing for any
items or services that are necessary for the furnishing of an item, service,
or immunization described in paragraph (1), including, but not limited to,
provider office visits and vaccine administration, regardless of whether
the service is delivered by an in-network or out-of-network provider.

(E)d) For an out-of-network provider with whom a health care service

plan does not have a negotiated rate for an item, service, or immuniza-

tion described in paragraph (1), a health care service plan shall
reimburse the provider for all related items or services, including any
items or services that are necessary for the furnishing of an item,
service, or immunization described in paragraph (1), in an amount that
is reasonable, as determined in comparison to prevailing market rates
for such items or services in the geographic region in which the item or
service is rendered. An out-of-network provider shall accept this pay-
ment as payment in full and shall not seek additional remuneration
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from an insured for items, services, and immunizations described in
subdivision (b), including any items or services that are necessary for
the furnishing of an item, service, or immunization described in para-
graph (1).

(i) The requirement in this paragraph to cover any item, service, or
immunization described in paragraph (1) and to cover items or services
that are necessary for the furnishing of the items, services, or immuni-
zations described in subparagraph (D) without cost sharing when
delivered by an out-of-network provider will not apply with respect to an
item, service, or immunization furnished on or after the expiration of the
federal public health emergency. All other requirements of this section
shall remain in effect after the federal public health emergency expires.

(4) A health care service plan subject to this subdivision shall not impose
prior authorization or any other utilization management requirements on
any item, service, or immunization described in paragraph (1) or to items or
services that are necessary for the furnishing of the items, services, or
immunizations described in subparagraph (D) of paragraph (3).

(5) Changes to a contract between a health care service plan and a
provider delegating financial risk for immunization related to a declared
public health emergency, shall be considered a material change to the
parties’ contract. A health plan shall not delegate the financial risk to a
contracted provider for the cost of enrollee services provided under this
section unless the parties have negotiated and agreed upon a new provision
of the parties’ contract pursuant to Section 1375.7.

(c) The director may issue guidance to health care service plans regarding
compliance with this section. This guidance shall not be subject to the
Administrative Procedure Act (Chapter 3.5 (commencing with Section 11340)
of Part 1 of Division 3 of Title 2 of the Government Code). The department shall
consult with the Department of Insurance in issuing the guidance specified in
this subdivision.

(d) This section shall apply retroactively beginning from the Governor’s
declared State of Emergency related to the SARS-CoV-2 (COVID-19) pandemic
on March 4, 2020.

(e) For purposes of this section:

(1) “Diagnostic testing” means all of the following:

(A) Testing intended to identify current or past infection and performed
when a person has signs or symptoms consistent with COVID-19, or when

a person is asymptomatic but has recent known or suspected exposure to

SARS-CoV-2.

(B) Testing a person with symptoms consistent with COVID-19.

(C) Testing a person as a result of contact tracing efforts.

(D) Testing a person who indicates that they were exposed to someone
with a confirmed or suspected case of COVID-19.

(E) Testing a person after an individualized clinical assessment by a
licensed health care provider.

(2) “Screening testing” means tests that are intended to identify people
with COVID-19 who are asymptomatic and do not have known, suspected, or
reported exposure to SARS-CoV-2. Screening testing helps to identify
unknown cases so that measures can be taken to prevent further transmis-
sion. Screening testing includes all of the following:
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(A) Workers in a workplace setting.

(B) Students, faculty, and staff in a school setting.

(C) A person before or after travel.

(D) At home for someone who does not have symptoms associated with
COVID-19 and does not have a known exposure to someone with COVID-
19.

(f) This section does not relieve a health care service plan from continuing to
cover testing as required by federal law and guidance.

HISTORY:
Added Stats 2021 ch 729 § 2 (SB 510), effec-
tive January 1, 2022.

§ 1342.3. [Section repealed 2006.]

HISTORY: (SB 64), effective January 1, 2006. The repealed
Added Stats 1999 ch 525 § 38 (AB 78), opera-  section related to study of consolidation ben-

tive July 1, 2000. Amended Stats 2000 ch 857 §  efits.

25 (AB 2903). Repealed Stats 2005 ch 77 § 24

§ 1342.3. Coverage for disease prevention and mitigation under public
health emergency declaration

(a) A health care service plan contract that covers medical, surgical, and
hospital benefits, excluding a specialized health care service plan contract,
shall cover, without cost sharing and without prior authorization or other
utilization management, the costs of the following health care services to
prevent or mitigate a disease when the Governor of the State of California has
declared a public health emergency due to that disease:

(1) An evidence-based item, service, or immunization that is intended to
prevent or mitigate a disease as recommended by the United States
Preventive Services Task Force that has in effect a rating of “A” or “B” or the
Advisory Committee on Immunization Practices of the federal Centers for
Disease Control and Prevention.

(2) A health care service or product related to diagnostic and screening
testing for the disease that is approved or granted emergency use authori-
zation by the federal Food and Drug Administration, or is recommended by
the State Department of Public Health or the federal Centers for Disease
Control and Prevention.

(b) The item, service, or immunization covered pursuant to paragraph (1) of
subdivision (a) shall be covered no later than 15 business days after the date
on which the United States Preventive Services Task Force or the Advisory
Committee on Immunization Practices of the federal Centers for Disease
Control and Prevention makes a recommendation relating to the item, service,
or immunization.

HISTORY:
Added Stats 2021 ch 729 § 3 (SB 510), effec-
tive January 1, 2022.
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§ 1342.4. Joint working group to ensure clarity for consumers in
consistency and enforcement of regulations

(a) The Department of Managed Health Care and the Department of
Insurance shall maintain a joint senior level working group to ensure clarity
for health care consumers about who enforces their patient rights and
consistency in the regulations of these departments.

(b) The joint working group shall undertake a review and examination of the
Health and Safety Code, the Insurance Code, and the Welfare and Institutions
Code as they apply to the Department of Managed Health Care and the
Department of Insurance to ensure consistency in consumer protection.

(c) The joint working group shall review and examine all of the following
processes in each department:

(1) Grievance and consumer complaint processes, including, but not
limited to, outreach, standard complaints, including coverage and medical
necessity complaints, independent medical review, and information devel-
oped for consumer use.

(2) The processes used to ensure enforcement of the law, including, but not
limited to, the medical survey and audit process in the Health and Safety
Code and market conduct exams in the Insurance Code.

(3) The processes for regulating the timely payment of claims.

(d) The joint working group shall report its findings to the Insurance
Commissioner and the Director of the Department of Managed Health Care for
review and approval. The commissioner and the director shall submit the
approved final report under signature to the Legislature by January 1 of every
year for five years.

HISTORY:
Added Stats 2002 ch 793 § 1 (SB 1913).

§ 1342.5. Consultation prior to adopting regulations

The director shall consult with the Insurance Commissioner prior to adopt-
ing any regulations applicable to health care service plans subject to this
chapter and other entities governed by the Insurance Code for the specific
purpose of ensuring, to the extent practical, that there is consistency of
regulations applicable to these plans and entities by the Insurance Commis-
sioner and the Director of the Department of Managed Health Care.

HISTORY: 2000; Stats 2000 ch 857 § 26 (AB 2903); Stats
Added Stats 1984 ch 1006 § 1. Amended Stats 2007 ch 577 § 8 (AB 1750), effective October 13,
1999 ch 525 § 39 (AB 78), operative July 1, 2007.

§ 1342.6. Effect of antitrust prohibitions on health care services

It is the intent of the Legislature to ensure that the citizens of this state
receive high-quality health care coverage in the most efficient and cost-
effective manner possible. In furtherance of this intent, the Legislature finds
and declares that it is in the public interest to promote various types of
contracts between public or private payers of health care coverage, and
institutional or professional providers of health care services. This intent has
been demonstrated by the recent enactment of Chapters 328, 329, and 1594 of
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the Statutes of 1982, authorizing various types of contracts to be entered into
between public or private payers of health care coverage, and institutional or
professional providers of health care services. The Legislature further finds
and declares that individual providers, whether institutional or professional,
and individual purchasers, have not proven to be efficient-sized bargaining
units for these contracts, and that the formation of groups and combinations of
institutional and professional providers and combinations of purchasing
groups for the purpose of creating efficient-sized contracting units represents
a meaningful addition to the health care marketplace. The Legislature further
finds and declares that negotiations between purchasers or payers of health
services, and health care service plans governed by the provisions of this
chapter, or through a person or entity acting for, or on behalf of, a purchaser or
payer of health services, or a health care service plan, are in furtherance of the
public’s interest in obtaining quality health care services in the most efficient
and cost-effective manner possible. It is the intent of the Legislature, therefore,
that the formation of groups and combinations of providers and purchasing
groups for the purpose of creating efficient-sized contracting units be recog-
nized as the creation of a new product within the health care marketplace, and
be subject, therefore, only to those antitrust prohibitions applicable to the
conduct of other presumptively legitimate enterprises.

This section does not change existing antitrust law as it relates to any
agreement or arrangement to exclude from any of the above-described groups
or combinations, any person who is lawfully qualified to perform the services
to be performed by the members of the group or combination, where the ground
for the exclusion is failure to possess the same license or certification as is
possessed by the members of the group or combination.

HISTORY:
Added Stats 1985 ch 1592 § 2.

§ 1342.7. Authority of department to ensure providers of prescription
drug coverage comply with Knox-Keene Health Care Service Plan Act
of 1975

(a) The Legislature finds that in enacting Sections 1367.215, 1367.25,
1367.45, 1367.51, and 1374.72, it did not intend to limit the department’s
authority to regulate the provision of medically necessary prescription drug
benefits by a health care service plan to the extent that the plan provides
coverage for those benefits.

(b)(1) Nothing in this chapter shall preclude a plan from filing relevant

information with the department pursuant to Section 1352 to seek the

approval of a copayment, deductible, limitation, or exclusion to a plan’s

prescription drug benefits. If the department approves an exclusion to a

plan’s prescription drug benefits, the exclusion shall not be subject to review

through the independent medical review process pursuant to Section

1374.30 on the grounds of medical necessity. The department shall retain its

role in assessing whether issues are related to coverage or medical necessity

pursuant to paragraph (2) of subdivision (d) of Section 1374.30.

(2) A plan seeking approval of a copayment or deductible may file an

amendment pursuant to Section 1352.1. A plan seeking approval of a
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limitation or exclusion shall file a material modification pursuant to subdi-

vision (b) of Section 1352.

(c) Nothing in this chapter shall prohibit a plan from charging a subscriber
or enrollee a copayment or deductible for a prescription drug benefit or from
setting forth by contract, a limitation or an exclusion from, coverage of
prescription drug benefits, if the copayment, deductible, limitation, or exclu-
sion is reported to, and found unobjectionable by, the director and disclosed to
the subscriber or enrollee pursuant to the provisions of Section 1363.

(d) The department in developing standards for the approval of a copay-
ment, deductible, limitation, or exclusion to a plan’s prescription drug benefits,
shall consider alternative benefit designs, including, but not limited to, the
following:

(1) Different out-of-pocket costs for consumers, including copayments and
deductibles.

(2) Different limitations, including caps on benefits.

(3) Use of exclusions from coverage of prescription drugs to treat various
conditions, including the effect of the exclusions on the plan’s ability to
provide basic health care services, the amount of subscriber or enrollee
premiums, and the amount of out-of-pocket costs for an enrollee.

(4) Different packages negotiated between purchasers and plans.

(5) Different tiered pharmacy benefits, including the use of generic
prescription drugs.

(6) Current and past practices.

(e) The department shall develop a regulation outlining the standards to be
used in reviewing a plan’s request for approval of its proposed copayment,
deductible, limitation, or exclusion on its prescription drug benefits.

(f) Nothing in subdivision (b) or (c) shall permit a plan to limit prescription
drug benefits provided in a manner that is inconsistent with Sections
1367.215, 1367.25, 1367.45, 1367.51, and 1374.72.

(g) Nothing in this section shall be construed to require or authorize a plan
that contracts with the State Department of Health Services to provide
services to Medi-Cal beneficiaries or with the Managed Risk Medical Insur-
ance Board to provide services to enrollees of the Healthy Families Program to
provide coverage for prescription drugs that are not required pursuant to those
programs or contracts, or to limit or exclude any prescription drugs that are
required by those programs or contracts.

(h) Nothing in this section shall be construed as prohibiting or otherwise
affecting a plan contract that does not cover outpatient prescription drugs
except for coverage for limited classes of prescription drugs because they are
integral to treatments covered as basic health care services, including, but not
limited to, immunosuppressives, in order to allow for transplants of bodily
organs.

(i) The department shall periodically review its regulations developed
pursuant to this section.

(j) This section shall become operative on January 2, 2003, and shall only
apply to contracts issued, amended, or renewed on or after that date.

HISTORY: tive January 2, 2003. Amended Stats 2012 ch
Added Stats 2002 ch 791 § 1 (SB 842), opera- 728 § 81 (SB 71), effective January 1, 2013.
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§ 1342.71. Outpatient prescription drug coverage

(a) The Legislature hereby finds and declares all of the following:

(1) The federal Patient Protection and Affordable Care Act, its implement-
ing regulations and guidance, and related state law prohibit discrimination
based on a person’s expected length of life, present or predicted disability,
degree of medical dependency, quality of life, or other health conditions,
including benefit designs that have the effect of discouraging the enrollment
of individuals with significant health needs.

(2) The Legislature intends to build on the existing state and federal law
to ensure that health coverage benefit designs do not have an unreasonable
discriminatory impact on chronically ill individuals, and to ensure afford-
ability of outpatient prescription drugs.

(3) Assignment of all or most prescription medications that treat a specific
medical condition to the highest cost tiers of a formulary may effectively
discourage enrollment by chronically ill individuals, and may result in lower
adherence to a prescription drug treatment regimen.

(b) A nongrandfathered health care service plan contract that is offered,
amended, or renewed on or after January 1, 2017, shall comply with this
section. The cost-sharing limits established by this section apply only to
outpatient prescription drugs covered by the contract that constitute essential
health benefits, as defined in Section 1367.005.

(c) Ahealth care service plan contract that provides coverage for outpatient
prescription drugs shall cover medically necessary prescription drugs, includ-
ing nonformulary drugs determined to be medically necessary consistent with
this chapter.

(d)(1) Consistent with federal law and guidance, the formulary or formular-

ies for outpatient prescription drugs maintained by the health care service

plan shall not discourage the enrollment of individuals with health condi-

tions and shall not reduce the generosity of the benefit for enrollees with a

particular condition in a manner that is not based on a clinical indication or

reasonable medical management practices. Section 1342.7 and any regula-
tions adopted pursuant to that section shall be interpreted in a manner that
is consistent with this section.

(2) For combination antiretroviral drug treatments that are medically
necessary for the treatment of AIDS/HIV, a health care service plan contract
shall cover a single-tablet drug regimen that is as effective as a multitablet
regimen unless, consistent with clinical guidelines and peer-reviewed scien-
tific and medical literature, the multitablet regimen is clinically equally or
more effective and more likely to result in adherence to a drug regimen.
(e) A health care service plan contract shall ensure that the placement of

prescription drugs on formulary tiers is based on clinically indicated, reason-
able medical management practices.

(£)(1) This section shall not be construed to require a health care service plan

to impose cost sharing.

(2) This section shall not be construed to require cost sharing for prescrip-
tion drugs that state or federal law otherwise requires to be provided
without cost sharing.

(3) A plan’s prescription drug benefit shall provide that if the pharmacy’s
retail price for a prescription drug is less than the applicable copayment or
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coinsurance amount, the enrollee shall not be required to pay more than the

retail price. The payment rendered shall constitute the applicable cost

sharing and shall apply to the deductible, if any, and also to the maximum
out-of-pocket limit in the same manner as if the enrollee had purchased the
prescription medication by paying the cost-sharing amount.

(g) In the provision of outpatient prescription drug coverage, a health care
service plan may utilize formulary, prior authorization, step therapy, or other
reasonable medical management practices consistent with this chapter.

(h) This section does not apply to a health care service plan contract with the
State Department of Health Care Services.

HISTORY: effective January 1, 2017, repealed January 1,
Added Stats 2015 ch 619 § 1 (AB 339), effec-  2020; Stats 2018 ch 787 § 1 (SB 1021), effective

tive January 1, 2016, repealed January 1, 2020.  January 1, 2019.

Amended Stats 2016 ch 86 § 175 (SB 1171),

§ 1342.72. Drug regimen; Multitablet regimen to be as effective as
single [Repealed effective January 1, 2023]

(a) For combination antiretroviral drug treatments that are medically
necessary for the prevention of AIDS/HIV, a health care service plan shall not
have utilization management policies or procedures, including a standard of
care, which rely on a multitablet drug regimen instead of a single-tablet drug
regimen unless, consistent with clinical guidelines and peer-reviewed scientific
and medical literature, the multitablet regimen is clinically equally or more
effective and equally or more likely to result in adherence to a drug regimen.

(b) This section does not apply to a health care service plan contract with the
State Department of Health Care Services.

(c) This section shall remain in effect only until January 1, 2023, and as of
that date is repealed, unless a later enacted statute that is enacted before
January 1, 2023, deletes or extends that date.

HISTORY: effective January 1, 2019, repealed January 1,
Added Stats 2018 ch 787 § 3 (SB 1021), 2023.

§ 1342.73. Drug formulary [Repealed effective January 1, 2024]

(a)(1) With respect to an individual or group health care service plan
contract subject to Section 1367.006, the copayment, coinsurance, or any
other form of cost sharing for a covered outpatient prescription drug for an
individual prescription for a supply of up to 30 days shall not exceed two
hundred fifty dollars ($250), except as provided in paragraphs (2) and (3).

(2) With respect to products with actuarial value at, or equivalent to, the
bronze level, cost sharing for a covered outpatient prescription drug for an
individual prescription for a supply of up to 30 days shall not exceed five
hundred dollars ($500), except as provided in paragraph (3).

(8) For a health care service plan contract that is a “high deductible health
plan” under the definition set forth in Section 223(c)(2) of Title 26 of the
United States Code, paragraphs (1) and (2) of this subdivision shall apply
only once an enrollee’s deductible has been satisfied for the year.

(4) For a nongrandfathered individual or small group health care service
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plan contract, the annual deductible for outpatient drugs, if any, shall not
exceed twice the amount specified in paragraph (1) or (2), respectively.

(5) For purposes of paragraphs (1) and (2), “any other form of cost sharing”

shall not include a deductible.
(b)(1) If a health care service plan contract for a nongrandfathered indi-
vidual or small group product maintains a drug formulary grouped into tiers
that includes a fourth tier, a health care service plan contract shall use the
following definitions for each tier of the drug formulary:

(A) Tier one shall consist of most generic drugs and low-cost preferred
brand name drugs.

(B) Tier two shall consist of nonpreferred generic drugs, preferred
brand name drugs, and any other drugs recommended by the health care
service plan’s pharmacy and therapeutics committee based on safety,
efficacy, and cost.

(C) Tier three shall consist of nonpreferred brand name drugs or drugs
that are recommended by the health care service plan’s pharmacy and
therapeutics committee based on safety, efficacy, and cost, or that gener-
ally have a preferred and often less costly therapeutic alternative at a
lower tier.

(D) Tier four shall consist of drugs that are biologics, drugs that the
Food and Drug Administration of the United States Department of Health
and Human Services or the manufacturer requires to be distributed
through a specialty pharmacy, drugs that require the enrollee to have
special training or clinical monitoring for self-administration, or drugs
that cost the health plan more than six hundred dollars ($600) net of
rebates for a one-month supply.

(2) In placing specific drugs on specific tiers, or choosing to place a drug on
the formulary, the health care service plan shall take into account the other
provisions of this section and this chapter.

(3) A health care service plan contract may maintain a drug formulary
with fewer than four tiers. A health care service plan contract shall not
maintain a drug formulary with more than four tiers.

(4) This section shall not be construed to limit a health care service plan
from placing any drug in a lower tier.

(c) This section does not apply to a health care service plan contract with the
State Department of Health Care Services.

(d) This section shall remain in effect only until January 1, 2024, and as of
that date is repealed, unless a later enacted statute that is enacted before
January 1, 2024, deletes or extends that date.

HISTORY: effective January 1, 2019, repealed January 1,
Added Stats 2018 ch 787 § 4 (SB 1021), 2024.

§ 1342.74. Preexposure and postexposure HIV prophylaxis

(a)(1) Notwithstanding Section 1342.71, a health care service plan shall not
subject antiretroviral drugs that are medically necessary for the prevention
of AIDS/HIV, including preexposure prophylaxis or postexposure prophy-
laxis, to prior authorization or step therapy, except as provided in paragraph

(2).
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(2) If the United States Food and Drug Administration has approved one
or more therapeutic equivalents of a drug, device, or product for the
prevention of AIDS/HIV, this section does not require a health care service
plan to cover all of the therapeutically equivalent versions without prior
authorization or step therapy, if at least one therapeutically equivalent
version is covered without prior authorization or step therapy.

(b) Notwithstanding any other law, a health care service plan shall not
prohibit, or permit a delegated pharmacy benefit manager to prohibit, a
pharmacy provider from dispensing preexposure prophylaxis or postexposure
prophylaxis.

(c) A health care service plan shall not cover preexposure prophylaxis that
has been furnished by a pharmacist, as authorized in Section 4052.02 of the
Business and Professions Code, in excess of a 60-day supply to a single patient
once every two years, unless the pharmacist has been directed otherwise by a
prescriber.

(d) This section does not require a health care service plan to cover
preexposure prophylaxis or postexposure prophylaxis by a pharmacist at an
out-of-network pharmacy, unless the health care service plan has an out-of-
network pharmacy benefit.

HISTORY:
Added Stats 2019 ch 532 § 4 (SB 159), effec-
tive January 1, 2020.

§ 1342.8. Audits or surveys

The State Department of Health Services and the department shall coordi-
nate, to the extent feasible, audits or surveys of physician offices required by
this chapter and by the managed care program under the Medi-Cal Act
(Chapter 7 (commencing with Section 14000) of Part 3 of Division 9 of the
Welfare and Institutions Code) and for any physician office auditing required
by this chapter.

HISTORY:
Added Stats 1998 ch 647 § 2 (AB 162).

§ 1343. Application of chapter; Exemptions

(a) This chapter shall apply to health care service plans and specialized
health care service plan contracts as defined in subdivisions (f) and (o) of
Section 1345.

(b) The director may by the adoption of rules or the issuance of orders
deemed necessary and appropriate, either unconditionally or upon specified
terms and conditions or for specified periods, exempt from this chapter any
class of persons or plan contracts if the director finds the action to be in the
public interest and not detrimental to the protection of subscribers, enrollees,
or persons regulated under this chapter, and that the regulation of the persons
or plan contracts is not essential to the purposes of this chapter.

(c) The director, upon request of the Director of Health Care Services, shall
exempt from this chapter any county-operated pilot program contracting with
the State Department of Health Care Services pursuant to Article 7 (commenc-
ing with Section 14490) of Chapter 8 of Part 3 of Division 9 of the Welfare and
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Institutions Code. The director may exempt noncounty-operated pilot pro-
grams upon request of the Director of Health Care Services. Those exemptions
may be subject to conditions the Director of Health Care Services deems
appropriate.

(d) Upon the request of the Director of Health Care Services, the director
may exempt from this chapter any mental health plan contractor or any
capitated rate contract under Chapter 8.9 (commencing with Section 14700) of
Part 3 of Division 9 of the Welfare and Institutions Code. Those exemptions
may be subject to conditions the Director of Health Care Services deems
appropriate.

(e) This chapter shall not apply to:

(1) A person organized and operating pursuant to a certificate issued by
the Insurance Commissioner unless the entity is directly providing the
health care service through those entity-owned or contracting health facili-
ties and providers, in which case this chapter shall apply to the insurer’s
plan and to the insurer.

(2) A plan directly operated by a bona fide public or private institution of
higher learning which directly provides health care services only to its
students, faculty, staff, administration, and their respective dependents.

(3) A person who does all of the following:

(A) Promises to provide care for life or for more than one year in return
for a transfer of consideration from, or on behalf of, a person 60 years of
age or older.

(B) Has obtained a written license pursuant to Chapter 2 (commencing
with Section 1250) or Chapter 3.2 (commencing with Section 1569).

(C) Has obtained a certificate of authority from the State Department of
Social Services.

(4) The Major Risk Medical Insurance Board when engaging in activities
under Chapter 8 (commencing with Section 10700) of Part 2 of Division 2 of
the Insurance Code, Part 6.3 (commencing with Section 12695) of Division 2
of the Insurance Code, and Part 6.5 (commencing with Section 12700) of
Division 2 of the Insurance Code.

(5) The California Small Group Reinsurance Fund.

HISTORY: (AB 757), effective September 20, 1994; Stats
Added Stats 1990 ch 1043 § 2 (SB 785), 1999 ch 525 § 40 (AB 78), operative July 1,
operative April 1, 1993. Amended Stats 1992 ch  2000; Stats 2000 ch 857 § 27 (AB 2903); Stats
722 § 3 (SB 485), effective September 14, 1992, 2007 ch 577 § 9 (AB 1750), effective October 13,
operative April 1, 1993, ch 1128 § 4 (AB 1672), 2007; Stats 2012 ch 34 § 13 (SB 1009), effective
operative April 1, 1993; Stats 1994 ch 633 § 1  June 27, 2012, operative July 1, 2012.

§ 1343.1. Exception to application of chapter

This chapter shall not apply to any program developed under the authority
of Chapter 8.75 (commencing with Section 14591) of Part 3 of Division 9 of the
Welfare and Institutions Code.

HISTORY: Amended Stats 2011 ch 367 § 2 (AB 574),
Added Stats 1992 ch 1024 § 2 (SB 1708). effective January 1, 2012.
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§ 1343.3. Authority to conduct pilot programs [Repealed effective
January 1, 2028]

(a) The director, no later than May 1, 2021, may authorize one pilot program
in northern California, and one pilot program in southern California, whereby
providers approved by the department may undertake risk-bearing arrange-
ments with a voluntary employees’ beneficiary association, as defined in
Section 501(c)(9) of Title 26 of the United States Code or in Section 1349.2,
notwithstanding paragraph (3) of subdivision (a) of Section 1349.2, with
enrollment of greater than 100,000 lives, or a trust fund that is a welfare plan,
as defined in Section 1002(1) of Title 29 of the United States Code, and a
multiemployer plan, as defined in Section 1002(37) of Title 29 of the United
States Code, with enrollment of greater than 25,000 lives, for independent
periods of time beginning no earlier than January 1, 2022, to December 31,
2025, inclusive, if all of the following criteria are met:

(1) The purpose of the pilot program is to demonstrate the control of costs
for health care services and the improvement of health outcomes and quality
of service when compared against a sole fee-for-service provider reimburse-
ment model.

(2) The voluntary employees’ beneficiary association or trust fund has
entered into a contract with one or more health care providers under which
each provider agrees to accept risk-based or global risk payment from the
voluntary employees’ beneficiary association or trust fund.

(3) Each risk-bearing provider is registered as a risk-bearing organization
pursuant to Section 1375.4 and applicable department regulations if the
provider accepts professional capitation and is delegated the responsibility
for the processing and payment of claims.

(4) Each global risk-bearing provider holds or will obtain in conjunction
with the pilot program application a limited or restricted license pursuant to
Section 1349 or 1351, or Section 1300.49 of Title 28 of the California Code of
Regulations.

(5) Each risk-bearing provider continues to comply with applicable finan-
cial solvency standards and audit requirements under this chapter, includ-
ing, but not limited to, financial reporting on a quarterly basis, during the
term of the pilot program.

(6) The voluntary employees’ beneficiary association or trust fund shall be
responsible for providing all of the following:

(A) Basic health care services.

(B) Prescription drug benefits.

(C) Continuity of care.

(D) Standards for network adequacy and timely access to care, includ-
ing, but not limited to, access to specialty care.

(E) Language assistance programs.

(F) A process for filing and resolving consumer grievances and appeals,
including, but not limited to, independent medical review.

(G) Prohibitions against deceptive marketing.

(H) Member documents that include a description of the benefit cover-

age, any applicable copays, how to access services, and how to submit a

grievance.
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(I) Mechanisms for resolving provider disputes, including an appeals
process.

(7) The contract between the voluntary employees’ beneficiary association
or trust fund and each health care provider shall include all of the following:

(A) Provisions dividing financial responsibility between the parties and
defining which party is financially responsible for services rendered,
including arrangements for member care should a global or risk-bearing
provider become insolvent.

(B) A delegation agreement.

(C) Requirements regarding utilization review or utilization manage-
ment.

(D) Provisions stating the risk-based organization, limited licensee, or
restricted licensee, as applicable, has the organizational and administra-
tive capacity to provide services to covered employees, and that medical
decisions are rendered by qualified medical providers, unhindered by fiscal
and administrative management, including the disclosure of the percent-
age of risk assumed in relation to its total risk-based business.

(E) Requirements regarding the submission of claims by providers and
the timely processing of provider claims, including a guarantee that the
voluntary employees’ beneficiary association or trust fund will indemnify
any outstanding unpaid provider claim in the event of the insolvency of a
participating provider to the pilot program.

(F) Require the health care provider to comply with the voluntary
employees’ beneficiary association or trust fund’s requirements for all of
the following:

(i) Continuity of care.

(i1) Language assistance.

(iii) Consumer grievances and appeals, including, but not limited to,
independent medical review.

(8) The term of each contract between the voluntary employees’ benefi-
ciary association or trust fund and a health care provider does not exceed the
period of the pilot program.

(9) To participate in the pilot program, each voluntary employees’ benefi-
ciary association or trust fund shall submit to the department an application
consistent with paragraph (2) of subdivision (h). The department may select
up to two qualified participants for the pilot program.

(10) Each health care provider that has entered into a contract with the
voluntary employees’ beneficiary association or trust fund is a party to the
pilot program application submitted to the department. The application
shall include a copy of each contract between the voluntary employees’
beneficiary association or trust fund and a participating health care pro-
vider.

(11)(A) The voluntary employees’ beneficiary association or trust fund and

each health care provider participating in the pilot program agree to

collect and report to the department, in each year of the pilot program, in

a manner and frequency determined by the department, information

regarding the comparative cost savings when compared to fee-for-service

payment, performance measurements for clinical patient outcomes, and
enrollee satisfaction. The department may require additional information
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be reported. Any additional reporting requirements shall not be subject to
the Administrative Procedure Act (Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code.)

(B) The department may authorize a public or private agency to receive
the information specified in this paragraph and monitor the pilot program
under the data standard currently used by the Integrated Healthcare
Association’s “Align. Measure. Perform.” (AMP) program and the Califor-
nia Regional Health Care Cost & Quality Atlas.

(b) This section does not exempt a health care provider that contracts with
a voluntary employees’ beneficiary association or trust fund as part of a pilot
program authorized by subdivision (a) from the financial solvency require-
ments of Section 1375.4 and related department regulations, Section 1349 or
1351, or Section 1300.49 of Title 28 of the California Code of Regulations, as
applicable, or any other provision of this chapter required by the department
as part of the pilot program.

(¢) Notwithstanding paragraph (3) of subdivision (a), this section does not
exempt a voluntary employees’ beneficiary association participating in a
program authorized by subdivision (a) of Section 1349.2 from the requirement
to reimburse providers on a fee-for-service basis.

(d) The participating voluntary employees’ beneficiary association or trust
fund shall each appoint an ombudsperson to monitor and respond to any
complaint lodged by a participating enrollee in their respective pilot programs.
If the enrollee is not satisfied with the result, the ombudsperson shall refer the
enrollee to the department’s grievance and appeal process as established
pursuant to Section 1368. Determinations made by the department pursuant
to the grievance and appeal process shall be binding upon the voluntary
employee’s beneficiary association or trust fund.

(e) The participating voluntary employees’ beneficiary association or trust
fund shall report on a quarterly basis to the department any complaint lodged
by a participating enrollee in their respective pilot programs, along with a
description of the response and resolution.

(f) The global and risk-bearing providers participating in a pilot program
authorized by subdivision (a) shall be approved by the department. The
department shall retain the right to disapprove any pilot program application
for any reason consistent with this chapter, including, but not limited to,
failure to demonstrate to the department’s satisfaction adequate enrollee
protection and compliance with all criteria and requirements in this section.

(g) The department, after the termination of both pilot programs, and before
January 1, 2027, shall submit a report to the Legislature regarding the costs
and clinical patient outcomes of the pilot programs compared to fee-for-service
payment models, including data on enrollee satisfaction, consumer and pro-
vider grievances, appeals, and independent medical reviews. The department
may authorize a public or private agency in subparagraph (B) of paragraph
(11) of subdivision (a) to prepare the report on behalf of the department. This
report shall be submitted in compliance with Section 9795 of the Government
Code.

(h) The pilot program participants shall reimburse the department for
reasonable regulatory costs of up to five hundred thousand dollars ($500,000)
for all of the following:
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(1) Commissioning the report described in subdivision (g).
(2) Developing an application process for the pilot programs described in
this section.
(3) Monitoring compliance with this section.
(i) This section shall remain in effect only until January 1, 2028, and as of
that date is repealed.

HISTORY: effective January 1, 2021, repealed January 1,
Added Stats 2020 ch 266 § 1 (AB 1124), 2028.

§ 1343.5. Burden of proof

In any proceeding under this chapter, the burden of proving an exemption or
an exception from a definition is upon the person claiming it.

HISTORY:
Added Stats 1978 ch 778 § 9.

§ 1344. Rules; Interpretive opinions; Good faith acts

(a) The director may from time to time adopt, amend, and rescind any rules,
forms, and orders that are necessary to carry out the provisions of this chapter,
including rules governing applications and reports, and defining any terms,
whether or not used in this chapter, insofar as the definitions are not
inconsistent with the provisions of this chapter. For the purpose of rules and
forms, the director may classify persons and matters within the director’s
jurisdiction, and may prescribe different requirements for different classes.
The director may waive any requirement of any rule or form in situations
where in the director’s discretion that requirement is not necessary in the
public interest or for the protection of the public, subscribers, enrollees, or
persons or plans subject to this chapter. The director may adopt rules
consistent with federal regulations and statutes to regulate health care
coverage supplementing Medicare.

(b) The director may, by regulation, modify the wording of any notice
required by this chapter for purposes of clarity, readability, and accuracy,
except that a modification shall not change the substantive meaning of the
notice.

(c) The director may honor requests from interested parties for interpretive
opinions.

(d) No provision of this chapter imposing any liability applies to any act
done or omitted in good faith in conformity with any rule, form, order, or
written interpretive opinion of the director, or any opinion of the Attorney
General, notwithstanding that the rule, form, order, or written interpretive
opinion may later be amended or rescinded or be determined by judicial or
other authority to be invalid for any reason.

HISTORY: 925), effective July 21, 1992; Stats 1999 ch 525
Added Stats 1975 ch 941 § 2, operative July  § 41 (AB 78), operative July 1, 2000; Stats 2009
1, 1976. Amended Stats 1992 ch 287 § 2 (SB  ch 298 § 3 (AB 1540), effective January 1, 2010.

§ 1345. Definitions

As used in this chapter:
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(a) “Advertisement” means any written or printed communication or any
communication by means of recorded telephone messages or by radio,
television, or similar communications media, published in connection with
the offer or sale of plan contracts.

(b) “Basic health care services” means all of the following:

(1) Physician services, including consultation and referral.

(2) Hospital inpatient services and ambulatory care services.

(3) Diagnostic laboratory and diagnostic and therapeutic radiologic
services.

(4) Home health services.

(5) Preventive health services.

(6) Emergency health care services, including ambulance and ambu-
lance transport services and out-of-area coverage. “Basic health care
services” includes ambulance and ambulance transport services provided
through the “911” emergency response system.

(7) Hospice care pursuant to Section 1368.2.

(c) “Enrollee” means a person who is enrolled in a plan and who is a
recipient of services from the plan.

(d) “Evidence of coverage” means any certificate, agreement, contract,
brochure, or letter of entitlement issued to a subscriber or enrollee setting
forth the coverage to which the subscriber or enrollee is entitled.

(e) “Group contract” means a contract which by its terms limits the
eligibility of subscribers and enrollees to a specified group.

(f) “Health care service plan” or “specialized health care service plan”
means either of the following:

(1) Any person who undertakes to arrange for the provision of health
care services to subscribers or enrollees, or to pay for or to reimburse any
part of the cost for those services, in return for a prepaid or periodic charge
paid by or on behalf of the subscribers or enrollees.

(2) Any person, whether located within or outside of this state, who
solicits or contracts with a subscriber or enrollee in this state to pay for or
reimburse any part of the cost of, or who undertakes to arrange or
arranges for, the provision of health care services that are to be provided
wholly or in part in a foreign country in return for a prepaid or periodic
charge paid by or on behalf of the subscriber or enrollee.

(g) “License” means, and “licensed” refers to, a license as a plan pursuant
to Section 1353.

(h) “Out-of-area coverage,” for purposes of paragraph (6) of subdivision
(b), means coverage while an enrollee is anywhere outside the service area of
the plan, and shall also include coverage for urgently needed services to
prevent serious deterioration of an enrollee’s health resulting from unfore-
seen illness or injury for which treatment cannot be delayed until the
enrollee returns to the plan’s service area.

(1) “Provider” means any professional person, organization, health facility,
or other person or institution licensed by the state to deliver or furnish
health care services.

() “Person” means any person, individual, firm, association, organization,
partnership, business trust, foundation, labor organization, corporation,
limited liability company, public agency, or political subdivision of the state.
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(k) “Service area” means a geographical area designated by the plan
within which a plan shall provide health care services.

(I) “Solicitation” means any presentation or advertising conducted by, or
on behalf of, a plan, where information regarding the plan, or services
offered and charges therefor, is disseminated for the purpose of inducing
persons to subscribe to, or enroll in, the plan.

(m) “Solicitor” means any person who engages in the acts defined in
subdivision (7).

(n) “Solicitor firm” means any person, other than a plan, who through one
or more solicitors engages in the acts defined in subdivision (7).

(o) “Specialized health care service plan contract” means a contract for
health care services in a single specialized area of health care, including
dental care, for subscribers or enrollees, or which pays for or which
reimburses any part of the cost for those services, in return for a prepaid or
periodic charge paid by or on behalf of the subscribers or enrollees.

(p) “Subscriber” means the person who is responsible for payment to a
plan or whose employment or other status, except for family dependency, is
the basis for eligibility for membership in the plan.

(q@) Unless the context indicates otherwise, “plan” refers to health care
service plans and specialized health care service plans.

(r) “Plan contract” means a contract between a plan and its subscribers or
enrollees or a person contracting on their behalf pursuant to which health
care services, including basic health care services, are furnished; and unless
the context otherwise indicates it includes specialized health care service
plan contracts; and unless the context otherwise indicates it includes group
contracts.

(s) All references in this chapter to financial statements, assets, liabilities,
and other accounting items mean those financial statements and accounting
items prepared or determined in accordance with generally accepted ac-
counting principles, and fairly presenting the matters which they purport to
present, subject to any specific requirement imposed by this chapter or by
the director.

HISTORY: 1151); Stats 1998 ch 979 § 1 (AB 984), ch 1025

Added Stats 1990 ch 1043 § 4 (SB 785), §1(SB 658),ch 1026 § 2 (AB 1899); Stats 1999
operative April 1, 1993. Amended Stats 1994 ch  ch 525 § 42 (AB 78), ch 528 § 1 (AB 892); Stats
1010 § 154 (SB 2053); Stats 1995 ch 515§ 1 (SB 2002 ch 760 § 1 (AB 3048).

§ 1345.5. “Minimum essential coverage”

(a) “Minimum essential coverage” means any of the following:
(1) Coverage under any of the following government-sponsored programs:

(A) The Medicare program under Part A or Part C of Title XVIII of the
federal Social Security Act.

(B) Full scope coverage under the Medi-Cal program, including the
Medi-Cal Access Program and Medi-Cal for Pregnant Women, and other
full scope health coverage programs administered and determined to be
minimum essential coverage by the State Department of Health Care
Services.

(C) The Medicaid program under Title XIX of the federal Social Security
Act.
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(D) The CHIP program under Title XXI of the federal Social Security
Act or under a qualified CHIP look-alike program, as defined in Section
2107(g) of the federal Social Security Act.

(E) Medical coverage under Chapter 55 of Title 10 of the United States
Code, including coverage under the TRICARE program.

(F) Ahealth care program under Chapter 17 or Chapter 18 of Title 38 of
the United States Code.

(G) Ahealth plan under Section 2504(e) of Title 22 of the United States
Code, relating to Peace Corps volunteers.

(H) The Nonappropriated Fund health benefits program of the Depart-
ment of Defense, established under Section 349 of the National Defense
Authorization Act for Fiscal Year 1995.

(I) Refugee Medical Assistance, supported by the Administration for
Children and Families, which is authorized under Section 412(e)(7)(A) of
The Immigration and Nationality Act.

(J) A successor program to one of the above programs, as determined by
the department or, pursuant to subparagraph (B), by the State Depart-
ment of Health Care Services.

(2) The University of California Student Health Insurance Plan and the
University of California Voluntary Dependent Plan.

(3) Coverage under an eligible employer-sponsored plan, including grand-
fathered plans and policies. “Eligible employer-sponsored plan” means a
group health plan offered in connection with employment to an employee or
related individuals, including a governmental plan within the meaning of
Section 2791(d)(8) of the federal Public Health Service Act (42 U.S.C. Sec.
201 et seq.) or any other plan, group health care service plan contract, or
group health insurance policy offered in the small or large group market
within the state.

(4) Coverage under an individual health care service plan contract or
individual health insurance policy, including grandfathered contracts and
policies, or student health coverage that substantially meets all the require-
ments of Title I of the Affordable Care Act pertaining to nongrandfathered,
individual health insurance coverage.

(5) Any other health benefits coverage similar in form and substance to
the benefits described in this subdivision that is determined by the depart-
ment to constitute minimum essential coverage pursuant to this section.
(b) “Minimum essential coverage” does not include health coverage as

follows:

(1) Coverage of the following excepted benefits:

(A) Coverage only for accident or disability income insurance, or a
combination of the two.

(B) Coverage issued as a supplement to liability insurance.

(C) Liability insurance, including general liability insurance and auto-
mobile liability insurance.

(D) Workers’ compensation or similar insurance.

(E) Automobile medical payment insurance.

(F) Credit-only insurance.

(G) Coverage for onsite medical clinics.

(H) Other similar health coverage, under which benefits for medical
care are secondary or incidental to other health benefits.
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(2) Coverage of the following excepted benefits, if offered separately:
(A) Limited scope dental or vision benefits, or benefits limited to any
other single specialized area of health care.
(B) Benefits for long-term care, nursing home care, home health care,
community-based care, or any combination thereof.
(C) Other similar, limited benefits.
(3) Coverage of the following excepted benefits if offered as independent,
noncoordinated benefits.
(A) Coverage only for a specified disease or illness.
(B) Hospital indemnity or other fixed indemnity insurance.
(4) Coverage of the following excepted benefits if offered as a separate
contract for health care coverage:
(A) Medicare supplemental health insurance, as defined under Section
1395ss(g)(1) of Title 42 of the United States Code.
(B) Coverage supplemental to the coverage provided under Chapter 55
(commencing with Section 1071) of Title 10 of the United States Code.
(¢) Notwithstanding Chapter 3.5 (commencing with Section 11340) of Part 1
of Division 3 of Title 2 of the Government Code, the department, or the State
Department of Health Care Services, may implement, interpret, or make
specific this section by means of guidance or instructions, without taking
regulatory action.

HISTORY:
Added Stats 2019 ch 38 § 14 (SB 78), effective
June 27, 2019.
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Administration
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HISTORY: Added Stats 1975 ch 941 § 2, operative July 1, 1976.

§ 1346. Powers of administration

(a) The director shall administer and enforce this chapter and shall have the
following powers:

(1) Recommend and propose the enactment of any legislation necessary to
protect and promote the interests of the public, subscribers, enrollees, and
providers of health care services in health care service plans in the State of
California.

(2) Provide information to federal and state legislative committees and
executive agencies concerning plans.

(3) Assist, advise, and cooperate with federal, state, and local agencies
and officials to protect and promote the interests of plans, subscribers,
enrollees, and the public.

(4) Study, investigate, research, and analyze matters affecting the inter-
ests of plans, subscribers, enrollees, and the public.

(5) Hold public hearings, subpoena witnesses, take testimony, compel the
production of books, papers, documents, and other evidence, and call upon
other state agencies for information to implement the purposes, and enforce
this chapter.

(6) Conduct audits and examinations of the books and records of plans
and other persons subject to this chapter, and may prescribe by rule or order,
but is not limited to, the following:

(A) The form and contents of financial statements required under this
chapter.

(B) The circumstances under which consolidated statements shall be
filed.

(C) The circumstances under which financial statements shall be au-
dited by independent certified public accountants or public accountants.
(7) Conduct necessary onsite medical surveys of the health delivery

system of each plan.

(8) Propose, develop, conduct, and assist in educational programs for the
public, subscribers, enrollees, and licensees.

(9) Promote and establish standards of ethical conduct for the adminis-
tration of plans and undertake activities to encourage responsibility in the
promotion and sale of plan contracts and the enrollment of subscribers or
enrollees in the plans.

(10) Advise the Governor on all matters affecting the interests of plans,
subscribers, enrollees, and the public.

(11) Determine that investments of a plan’s assets necessary to meet the
requirements of Section 1376 are acceptable. For those purposes, reinvest-
ment in the plan and investment in any obligations set forth in Article 3
(commencing with Section 1170) of, and Article 4 (commencing with Section
1190) of, Chapter 2 of Part 2 of Division 1 of the Insurance Code shall be
considered acceptable. All other assets shall be invested in a prudent
manner.

(b) The powers enumerated in subdivision (a) shall not limit, diminish, or
otherwise restrict the other powers of the director specifically set forth in this
chapter and other laws.
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HISTORY: 118); Stats 1999 ch 525 § 43 (AB 78), operative
Added Stats 1975 ch 941 § 2, operative July  July 1, 2000.
1, 1976. Amended Stats 1991 ch 898 § 1 (SB

§ 1346.1. Database of health care service plans

The department shall maintain a database indicating for each county, the
names of the health care service plans that operate in that particular county.

HISTORY:
Added Stats 2003 ch 80 § 1 (AB 362).

§ 1346.2. Coordination with Insurance Commissioner to review speci-
fied Internet portal and enhancements; Development and mainte-
nance of electronic clearinghouse

The director shall, in coordination with the Insurance Commissioner, review
the Internet portal developed by the United States Secretary of Health and
Human Services under subdivision (a) of Section 1103 of the federal Patient
Protection and Affordable Care Act (Public Law 111-148) and paragraph (5) of
subdivision (c) of Section 1311 of that act, and any enhancements to that portal
expected to be implemented by the secretary on or before January 1, 2015. The
review shall examine whether the Internet portal provides sufficient informa-
tion regarding all health benefit products offered by health care service plans
and health insurers in the individual and small employer markets in Califor-
nia to facilitate fair and affirmative marketing of all individual and small
employer products, particularly outside the California Health Benefit Ex-
change created under Title 22 (commencing with Section 100500) of the
Government Code. If the director and the Insurance Commissioner jointly
determine that the Internet portal does not adequately achieve those purposes,
they shall jointly develop and maintain an electronic clearinghouse to achieve
those purposes. In performing this function, the director and the Insurance
Commissioner shall routinely monitor individual and small employer benefit
filings with, and complaints submitted by individuals and small employers to,
their respective departments, and shall use any other available means to
maintain the clearinghouse.

HISTORY:
Added Stats 2010 ch 659 § 3 (SB 900), effec-
tive January 1, 2011.

§ 1346.4. Legislative findings; Publication of code provisions

(a) The Legislature finds and declares all of the following:

(1) That millions of Californians are insured under health care service
plans regulated by the Knox-Keene Health Care Service Plan Act of 1975,
and that more Californians each year are insuring themselves under these
health plans.

(2) That greater awareness of the rights and protections afforded by the
Knox-Keene Health Care Service Plan Act of 1975 will further the act’s goal
of providing access to quality health care.

(3) That the public, Knox-Keene providers, and those seeking to form
health care service plans under the act will benefit from having the text of
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the act available to them, affording a greater understanding of what the act
does and making it easier for providers to comply with its provisions.

(b) The director shall annually publish this chapter and make it available
for sale to the public.

HISTORY:
Added Stats 1991 ch 102 § 1 (SB 361).

Amended Stats 1999 ch 525 § 44 (AB 78),
operative July 1, 2000.

§ 1346.5. Entity purporting to be exempt health care service plan

If the director determines that an entity purporting to be a health care
service plan exempt from the provisions of Section 740 of the Insurance Code
is not a health care service plan, the director shall inform the Department of
Insurance of that finding. However, if the director determines that an entity is
a health care service plan, the director shall prepare and maintain for public
inspection a list of those persons or entities described in subdivision (a) of
Section 740 of the Insurance Code, which are not subject to the jurisdiction of
another agency of this or another state or the federal government and which
the director knows to be operating in the state. There shall be no liability of
any kind on the part of the state, the director, and employees of the
Department of Managed Health Care for the accuracy of the list or for any
comments made with respect to it. Additionally, any solicitor or solicitor firm
who advertises or solicits health care service plan coverage in this state
described in subdivision (a) of Section 740 of the Insurance Code, which is
provided by any person or entity described in subdivision (c) of that section,
and where such coverage does not meet all pertinent requirements specified in
the Insurance Code, and which is not provided or completely underwritten,
insured or otherwise fully covered by a health care service plan, shall advise
and disclose to any purchaser, prospective purchaser, covered person or entity,
all financial and operational information relative to the content and scope of
the plan and, specifically, as to the lack of plan coverage.

HISTORY:

Added Stats 1983 ch 830 § 1, effective Sep-
tember 14, 1983. Amended Stats 1984 ch 582 §
1, effective July 19, 1984, ch 947 § 1, effective

§ 1347. [Section repealed 2006.]

HISTORY:

Added Stats 1975 ch 941 § 2, operative July
1, 1976. Amended Stats 1977 ch 1252 § 250,
operative July 1, 1978; Stats 1979 ch 1083 § 3;
Stats 1984 ch 947 § 2, effective September 10,
1984; Stats 1988 ch 848 § 1; Stats 1991 ch 722

§ 1347.1. [Section repealed 2005.]

HISTORY:
Added Stats 1999 ch 525 § 47 (AB 78), opera-
tive July 1, 2000. Repealed Stats 2005 ch 77 §

September 10, 1984; Stats 1999 ch 525 § 45 (AB
78), operative July 1, 2000; Stats 2000 ch 857 §
28 (AB 2903).

§ 1 (AB 1669); Stats 1999 ch 525 § 46 (AB 78),
operative July 1, 2000; Stats 2000 ch 857 § 29
(AB 2903); Repealed Stats 2005 ch 77 § 25 (SB
64), effective January 1, 2006. The repealed
section related to Advisory Committee on Man-
aged Health Care.

26 (SB 64), effective January 1, 2006. The
repealed section related to clinical advisory
panel.
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§ 1347.15. Establishment of Financial Solvency Standards Board;
Members; Purpose, Meetings

(a) There is hereby established in the Department of Managed Health Care
the Financial Solvency Standards Board composed of eight members. The
members shall consist of the director, or the director’s designee, and seven
members appointed by the director. The seven members appointed by the
director may be, but are not necessarily limited to, individuals with training
and experience in the following subject areas or fields: medical and health care
economics; accountancy, with experience in integrated or affiliated health care
delivery systems; excess loss insurance underwriting in the medical, hospital,
and health plan business; actuarial studies in the area of health care delivery
systems; management and administration in integrated or affiliated health
care delivery systems; investment banking; and information technology in
integrated or affiliated health care delivery systems. The members appointed
by the director shall be appointed for a term of three years, but may be
removed or reappointed by the director before the expiration of the term.

(b) The purpose of the board is to do all of the following:

(1) Advise the director on matters of financial solvency affecting the
delivery of health care services.

(2) Develop and recommend to the director financial solvency require-
ments and standards relating to plan operations, plan-affiliate operations
and transactions, plan-provider contractual relationships, and provider-
affiliate operations and transactions.

(3) Periodically monitor and report on the implementation and results of
the financial solvency requirements and standards.

(¢) Financial solvency requirements and standards recommended to the
director by the board may, after a period of review and comment not to exceed
45 days, be noticed for adoption as regulations as proposed or modified under
the rulemaking provisions of the Administrative Procedure Act (Chapter 3.5
(commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code). During the director’s 45-day review and comment period,
the director, in consultation with the board, may postpone the adoption of the
requirements and standards pending further review and comment. Nothing in
this subdivision prohibits the director from adopting regulations, including
emergency regulations, under the rulemaking provisions of the Administrative
Procedure Act.

(d) The board shall meet at least quarterly and at the call of the chair. In
order to preserve the independence of the board, the director shall not serve as
chair. The members of the board may establish their own rules and procedures.
All members shall serve without compensation, but shall be reimbursed from
department funds for expenses actually and necessarily incurred in the
performance of their duties.

(e) For purposes of this section, “board” means the Financial Solvency
Standards Board.

HISTORY: Stats 2005 ch 77 § 27 (SB 64), effective January
Added Stats 1999 ch 529 § 1 (SB 260). 1, 2006; Stats 2007 ch 577 § 10 (AB 1750),
Amended Stats 2000 ch 1067 § 5 (SB 2094); effective October 13, 2007.
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§ 1347.5. Implementation of Medi-Cal program’s premium and cost-
sharing payments by health care service plan

(a) Ahealth care service plan providing individual coverage in the Exchange
shall cooperate with requests from the Exchange to collaborate in the devel-
opment of, and participate in the implementation of, the Medi-Cal program’s
premium and cost-sharing payments under Sections 14102 and 14148.65 of the
Welfare and Institutions Code for eligible Exchange enrollees.

(b) Ahealth care service plan providing individual coverage in the Exchange
shall not charge, bill, ask, or require an enrollee receiving benefits under
Section 14102 or 14148.65 of the Welfare and Institutions Code to make any
premium or cost-sharing payments for any services that are subject to
premium or cost-sharing payments by the State Department of Health Care
Services under Section 14102 or 14148.65 of the Welfare and Institutions Code.

(c) For purposes of this section, “Exchange” means the California Health
Benefit Exchange established pursuant to Title 22 (commencing with Section
100500) of the Government Code.

HISTORY: June 20, 2014. Amended Stats 2015 ch 303 §
Added Stats 2014 ch 31 § 6 (SB 857), effective 249 (AB 731), effective January 1, 2016.

§ 1348. Antifraud plan

(a) Every health care service plan licensed to do business in this state shall
establish an antifraud plan. The purpose of the antifraud plan shall be to
organize and implement an antifraud strategy to identify and reduce costs to
the plans, providers, subscribers, enrollees, and others caused by fraudulent
activities, and to protect consumers in the delivery of health care services
through the timely detection, investigation, and prosecution of suspected
fraud. The antifraud plan elements shall include, but not be limited to, all of
the following: the designation of, or a contract with, individuals with specific
investigative expertise in the management of fraud investigations; training of
plan personnel and contractors concerning the detection of health care fraud;
the plan’s procedure for managing incidents of suspected fraud; and the
internal procedure for referring suspected fraud to the appropriate govern-
ment agency.

(b) Every plan shall submit its antifraud plan to the department no later
than July 1, 1999. Any changes shall be filed with the department pursuant to
Section 1352. The submission shall describe the manner in which the plan is
complying with subdivision (a), and the name and telephone number of the
contact person to whom inquiries concerning the antifraud plan may be
directed.

(c) Every health care service plan that establishes an antifraud plan
pursuant to subdivision (a) shall provide to the director an annual written
report describing the plan’s efforts to deter, detect, and investigate fraud, and
to report cases of fraud to a law enforcement agency. For those cases that are
reported to law enforcement agencies by the plan, this report shall include the
number of cases prosecuted to the extent known by the plan. This report may
also include recommendations by the plan to improve efforts to combat health
care fraud.
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(d) Nothing in this section shall be construed to limit the director’s authority
to implement this section in accordance with Section 1344.

(e) For purposes of this section, “fraud” includes, but is not limited to,
knowingly making or causing to be made any false or fraudulent claim for
payment of a health care benefit.

(f) Nothing in this section shall be construed to limit any civil, criminal, or
administrative liability under any other provision of law.

HISTORY: Amended Stats 1999 ch 525 § 48 (AB 78),
Added Stats 1998 ch 837 § 1 (SB 956). operative July 1, 2000.

§ 1348.5. Compliance with other law

A health care service plan shall comply with the provisions of Section 56.107
of the Civil Code to the extent required by that section. To the extent this
chapter conflicts with Section 56.107 of the Civil Code, the provisions of
Section 56.107 of the Civil Code shall control.

HISTORY:
Added Stats 2013 ch 444 § 10 (SB 138),
effective January 1, 2014.

§ 1348.6. Proscription on payment to health care practitioner to deny,
limit, or delay services

(a) No contract between a health care service plan and a physician,
physician group, or other licensed health care practitioner shall contain any
incentive plan that includes specific payment made directly, in any type or
form, to a physician, physician group, or other licensed health care practitioner
as an inducement to deny, reduce, limit, or delay specific, medically necessary,
and appropriate services provided with respect to a specific enrollee or groups
of enrollees with similar medical conditions.

(b) Nothing in this section shall be construed to prohibit contracts that
contain incentive plans that involve general payments, such as capitation
payments, or shared-risk arrangements that are not tied to specific medical
decisions involving specific enrollees or groups of enrollees with similar
medical conditions. The payments rendered or to be rendered to physicians,
physician groups, or other licensed health care practitioners under these
arrangements shall be deemed confidential information in accordance with
subdivision (d) of Section 1351.

HISTORY:
Added Stats 1996 ch 1014 § 2 (AB 2649).

§ 1348.8. Requirements for telephone medical advice services; For-
warding of data to Department of Consumer Affairs

(a) A health care service plan that provides, operates, or contracts for
telephone medical advice services to its enrollees and subscribers shall do all
of the following:

(1) Ensure that the in-state or out-of-state telephone medical advice
service complies with the requirements of Chapter 15 (commencing with

Section 4999) of Division 2 of the Business and Professions Code.
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(2) Ensure that the staff providing telephone medical advice services for
the in-state or out-of-state telephone medical advice service are licensed as
follows:

(A) For full service health care service plans, the staff hold a valid
California license as a registered nurse or a valid license in the state
within which they provide telephone medical advice services as a physi-
cian and surgeon or physician assistant, and are operating in compliance
with the laws governing their respective scopes of practice.

(B)4) For specialized health care service plans providing, operating, or

contracting with a telephone medical advice service in California, the

staff shall be appropriately licensed, registered, or certified as a dentist
pursuant to Chapter 4 (commencing with Section 1600) of Division 2 of
the Business and Professions Code, as a dental hygienist pursuant to

Article 7 (commencing with Section 1740) of Chapter 4 of Division 2 of

the Business and Professions Code, as a physician and surgeon pursu-

ant to Chapter 5 (commencing with Section 2000) of Division 2 of the

Business and Professions Code or the Osteopathic Initiative Act, as a

registered nurse pursuant to Chapter 6 (commencing with Section 2700)

of Division 2 of the Business and Professions Code, as a psychologist

pursuant to Chapter 6.6 (commencing with Section 2900) of Division 2 of
the Business and Professions Code, as an optometrist pursuant to

Chapter 7 (commencing with Section 3000) of Division 2 of the Business

and Professions Code, as a marriage and family therapist pursuant to

Chapter 13 (commencing with Section 4980) of Division 2 of the

Business and Professions Code, as a licensed clinical social worker

pursuant to Chapter 14 (commencing with Section 4991) of Division 2 of

the Business and Professions Code, as a professional clinical counselor
pursuant to Chapter 16 (commencing with Section 4999.10) of Division

2 of the Business and Professions Code, or as a chiropractor pursuant to

the Chiropractic Initiative Act, and operating in compliance with the

laws governing their respective scopes of practice.

(i) For specialized health care service plans providing, operating, or
contracting with an out-of-state telephone medical advice service, the
staff shall be health care professionals, as identified in clause (i), who
are licensed, registered, or certified in the state within which they are
providing the telephone medical advice services and are operating in
compliance with the laws governing their respective scopes of practice.
All registered nurses providing telephone medical advice services to
both in-state and out-of-state business entities registered pursuant to
this chapter shall be licensed pursuant to Chapter 6 (commencing with
Section 2700) of Division 2 of the Business and Professions Code.

(3) Ensure that every full service health care service plan provides for a
physician and surgeon who is available on an on-call basis at all times the
service is advertised to be available to enrollees and subscribers.

(4) Ensure that staff members handling enrollee or subscriber calls, who
are not licensed, certified, or registered as required by paragraph (2), do not
provide telephone medical advice. Those staff members may ask questions
on behalf of a staff member who is licensed, certified, or registered as
required by paragraph (2), in order to help ascertain the condition of an
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enrollee or subscriber so that the enrollee or subscriber can be referred to
licensed staff. However, under no circumstances shall those staff members
use the answers to those questions in an attempt to assess, evaluate, advise,
or make any decision regarding the condition of an enrollee or subscriber or
determine when an enrollee or subscriber needs to be seen by a licensed
medical professional.

(5) Ensure that no staff member uses a title or designation when speaking
to an enrollee or subscriber that may cause a reasonable person to believe
that the staff member is a licensed, certified, or registered professional
described in Section 4999.2 of the Business and Professions Code unless the
staff member is a licensed, certified, or registered professional.

(6) Ensure that the in-state or out-of-state telephone medical advice
service designates an agent for service of process in California and files this
designation with the director.

(7) Require that the in-state or out-of-state telephone medical advice
service makes and maintains records for a period of five years after the
telephone medical advice services are provided, including, but not limited to,
oral or written transcripts of all medical advice conversations with the
health care service plan’s enrollees or subscribers in California and copies of
all complaints. If the records of telephone medical advice services are kept
out of state, the health care service plan shall, upon the request of the
director, provide the records to the director within 10 days of the request.

(8) Ensure that the telephone medical advice services are provided
consistent with good professional practice.

(b) The director shall forward to the Department of Consumer Affairs,
within 30 days of the end of each calendar quarter, data regarding complaints
filed with the department concerning telephone medical advice services.

(¢c) For purposes of this section, “telephone medical advice” means a tel-
ephonic communication between a patient and a health care professional in
which the health care professional’s primary function is to provide to the
patient a telephonic response to the patient’s questions regarding his or her or
a family member’s medical care or treatment. “Telephone medical advice”
includes assessment, evaluation, or advice provided to patients or their family
members.

HISTORY: effective January 1, 2008; Stats 2010 ch 328 §
Added Stats 1999 ch 535 § 2 (AB 285). 113 (SB 1330), effective January 1, 2011; Stats

Amended Stats 2002 ch 1013 § 83 (SB 2026); 2011 ch 381 § 28 (SB 146), effective January 1,

Stats 2003 ch 885 § 3 (SB 969); Stats 2008 ch 31  2012; Stats 2016 ch 799 § 42 (SB 1039), effec-

§ 51 (SB 853), effective January 1, 2009, opera-  tive January 1, 2017.

tive July 1, 2009 (ch 31 prevails), ch 179 § 137,

§ 1348.9. Adoption of regulations establishing Consumer Participa-
tion Program; Award of advocacy and witness fees

(a) On or before July 1, 2003, the director shall adopt regulations to
establish the Consumer Participation Program, which shall allow for the
director to award reasonable advocacy and witness fees to a person or
organization that demonstrates that the person or organization represents the
interests of consumers and has made a substantial contribution on behalf of
consumers to the adoption of a regulation or to an order or decision made by
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the director if the order or decision has the potential to impact a significant
number of enrollees.

(b) The regulations adopted by the director shall include specifications for
eligibility of participation, rates of compensation, and procedures for seeking
compensation. The regulations shall require that the person or organization
demonstrate a record of advocacy on behalf of health care consumers in
administrative or legislative proceedings in order to determine whether the
person or organization represents the interests of consumers.

(c) This section applies to all proceedings of the department, but does not
apply to resolution of individual grievances, complaints, or cases.

(d) Fees awarded pursuant to this section may not exceed three hundred
fifty thousand dollars ($350,000) each fiscal year.

(e) The fees awarded pursuant to this section shall be considered costs and
expenses pursuant to Section 1356 and shall be paid from the assessment
made under that section. The amount of the assessment shall not be increased
to pay the fees awarded under this section.

(f) By March 1, 2022, and annually each March 1 thereafter, the department
shall post all of the following information on its public internet website:

(1) The amount of reasonable advocacy and witness fees awarded each
fiscal year.

(2) The individuals or organization to whom advocacy and witness fees
were awarded pursuant to this section.

(3) The orders, decisions, and regulations pursuant to which the advocacy
and witness fees were awarded.

HISTORY: June 29, 2011, repealed January 1, 2018.
Added Stats 2002 ch 792 § 2 (SB 1092). Amended Stats 2017 ch 52 § 5 (SB 97), effective

Amended Stats 2006 ch 69 § 20 (AB 1806), July 10, 2017; Stats 2021 ch 741 § 1 (AB 326),

effective July 12, 2006, repealed January 1, effective January 1, 2022.

2012. Stats 2011 ch 31 § 14 (AB 119), effective

§ 1348.95. Annual report to department

(a) Commencing March 1, 2013, and at least annually thereafter, a health
care service plan, not including a health care service plan offering specialized
health care service plan contracts, shall provide to the department, in a form
and manner determined by the department in consultation with the Depart-
ment of Insurance, the number of enrollees, by product type, as of December 31
of the prior year, that receive health care coverage under a health care service
plan contract that covers individuals and small groups inside and outside of
the California Health Benefit Exchange, large groups, administrative services
only business lines, and any other business lines. Health care service plans
shall include the enrollment data in specific product types as determined by
the department, including, but not limited to, HMO, point-of-service, PPO,
grandfathered, and Medi-Cal managed care. Data reported pursuant to this
subdivision shall specify the covered persons that are being reported pursuant
to subdivision (b).

(b) Commencing March 1, 2020, and at least annually thereafter, a health
care service plan that provides coverage through a multiple employer welfare
arrangement (MEWA) that is not subject to Article 4.7 (commencing with
Section 742.20) of Chapter 1 of Part 2 of Division 1 of the Insurance Code shall



§ 1348.96 KNOX-KEENE ACT 38

provide to the department, in a form and manner determined by the depart-
ment in consultation with the Department of Insurance, the name of each
MEWA and the number of covered persons in each MEWA as of December 31
of the prior year, divided by market segment and product type. Data reported
pursuant to this subdivision shall be identified and separately reported under
subdivision (a).

(c) The department shall publicly report the data provided by each health
care service plan pursuant to this section, including, but not limited to, posting
the data on the department’s internet website. The department shall consult
with the Department of Insurance to ensure that the data reported is
comparable and consistent, does not duplicate existing reporting require-
ments, and utilizes existing reporting formats. The data for the previous
calendar year shall be made available no later than April 15 of each calendar
year.

HISTORY: ch 241 § 1 (SB 129), effective January 1, 2020;
Added Stats 2012 ch 852 § 1 (AB 1083), Stats 2020 ch 370 § 192 (SB 1371), effective
effective January 1, 2013. Amended Stats 2019  January 1, 2021.

§ 1348.96. Submission of data for risk adjustment program

Any data submitted by a health care service plan to the United States
Secretary of Health and Human Services, or his or her designee, for purposes
of the risk adjustment program described in Section 1343 of the federal Patient
Protection and Affordable Care Act (42 U.S.C. Sec. 18063) shall be concurrently
submitted to the department in the same format. The department shall use the
information to monitor federal implementation of risk adjustment in the state
and to ensure that health care service plans are in compliance with federal
requirements related to risk adjustment.

HISTORY:
Added Stats 2013-2014 1st Ex Sessch 2 § 1
(SBX1 2), effective September 30, 2013.
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Section
1356.2. Imposition of additional assessment.

HISTORY: Added Stats 1975 ch 941 § 2, operative July 1, 1976.

§ 1349. License requirement

It is unlawful for any person to engage in business as a plan in this state or
to receive advance or periodic consideration in connection with a plan from or
on behalf of persons in this state unless such person has first secured from the
director a license, then in effect, as a plan or unless such person is exempted
by the provisions of Section 1343 or a rule adopted thereunder. A person
licensed pursuant to this chapter need not be licensed pursuant to the
Insurance Code to operate a health care service plan or specialized health care
service plan unless the plan is operated by an insurer, in which case the
insurer shall also be licensed by the Insurance Commissioner.

HISTORY: 1, 1976. Amended Stats 1999 ch 525 § 49 (AB
Added Stats 1975 ch 941 § 2, operative July  78), operative July 1, 2000.

§ 1349.1. Exemptions

A health care service plan which satisfies both of the following criteria is
exempt from Section 1349:
(a) Provides only emergency ambulance services or advanced life support
services, as defined by Section 1797.52, or both.
(b) Is operated by the State of California, any city, county, city and county,
public district, or public authority.

HISTORY:
Added Stats 1986 ch 502 § 1.

§ 1349.2. Exemption of certain plans

(a) Ahealth care service plan, including a self-insured reimbursement plan
that pays for or reimburses any part of the cost of health care services,
operated by any city, county, city and county, public entity, political subdivi-
sion, or public joint labor management trust that satisfies all of the following
criteria is exempt from this chapter:

(1) Provides services or reimbursement only to employees, retirees, and
the dependents of those employees and retirees, of any participating city,
county, city and county, public entity, or political subdivision, but not to the
general public.

(2) Provides funding for the program.

(3) Provides that providers are reimbursed solely on a fee-for-service
basis, so that providers are not at risk in contracting arrangements.

(4) Complies with Section 1378 and, to the extent that a plan contracts
directly with providers for health care services, complies with Section 1379.

(5) Does not reduce or change current benefits except in accordance with
collective bargaining agreements, or as otherwise authorized by the govern-
ing body in the case of unrepresented employees, and provides, pays for, or
reimburses at least part of the cost of all basic health care services as defined
in subdivision (b) of Section 1345. Plans covering only a single specialized
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health care service, including dental, vision, or mental health services, shall

not be required to cover all basic health care services.

(6) Refrains from any conduct that constitutes fraud or dishonest dealing
or unfair competition, as defined by Section 17200 of the Business and
Professions Code, and notifies enrollees of their right to file complaints with
the director regarding any violation of this exemption.

(7) Maintains a fiscally sound operation and makes adequate provision
against the risk of insolvency so that enrollees are not at risk, individually
or collectively, as evidenced by audited financial statements submitted to the
director as of the end of the plan’s fiscal year, within 180 days after the close
of that fiscal year. The financial statements shall be accompanied by a
report, certificate, or opinion of an independent certified public accountant.
The financial statements shall be prepared in accordance with generally
accepted accounting principles. The audit shall be conducted in accordance
with generally accepted auditing standards. However, audits of public
entities or political subdivisions shall be conducted in accordance with
governmental auditing standards. Upon request, the governing body of the
plan shall provide copies thereof, without charge, to any enrollee or recog-
nized and participating employee organization.

(8) Submits with the annual financial statements required under para-
graph (7), a declaration, which shall conform to Section 2015.5 of the Code of
Civil Procedure, executed by a plan official authorized by the governing body
of the plan, that the plan complies with this subdivision.

(b) The director’s responsibilities under this section shall be limited to
enforcing compliance with this section. Nothing in this section shall impair or
impede the director’s enforcement authority or the remedies available under
this chapter, including, but not limited to, the termination of the plan’s
exemption under this section.

(c) A public joint labor management trust is a trust maintained by one or
more participating cities, counties, cities and counties, public entities, or
political subdivisions that appoint management representatives, and one or
more recognized and participating employee organizations representing the
employees of one or more of the cities, counties, cities and counties, public
entities, or political subdivisions that appoint labor representatives, in which
the management representatives and the labor representatives have equal
voting power in the operation of the trust.

(d) A public joint labor management trust shall not be deemed to provide
services or reimbursement to the general public if, in addition to providing
services or reimbursement to the persons described in paragraph (1) of
subdivision (a), it provides services or reimbursement only to employees,
retirees, and dependents of those employees and retirees, of the recognized and
participating employee organizations or of the trust.

(e) Nothing in this section shall be construed to prohibit a recognized and
participating employee organization from filing a complaint with the director
regarding a violation of this section.

HISTORY: 1992; Stats 1992 ch 458 § 1 (SB 1664), effective

Added Stats 1989 ch 1152 § 1, operative until ~ August 7, 1992, operative until January 1,
December 31, 1992. Amended Stats 1990 ch 216 ~ 1994; Stats 1993 ch 760 § 1 (SB 902), operative
§ 51 (SB 2510), operative until December 30, until January 1, 1996; Stats 1995 ch 756 § 1
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(AB 1272), ch 757 § 1 (SB 957); Stats 1999 ch
525 § 50 (AB 78), operative July 1, 2000.

§ 1349.3. [Section repealed 2002.]

HISTORY:
Added Stats 1999 ch 529 § 2 (SB 260). Re-
pealed, operative January 1, 2002, by its own

§ 1351

issuance of licenses with waivers and limited
licenses relating to services to enrollees of an-
other plan.

terms. The repealed section related to ban on

§ 1350. License requirement for sponsor of prescription drug plan

(a) Consistent with federal law, a sponsor of a prescription drug plan
authorized by the federal Medicare Prescription Drug, Improvement, and
Modernization Act of 2003 (P.L. 108-173) shall hold a valid license as a health
care service plan issued by the department or as a life and disability insurer by
the Department of Insurance.

(b) An entity that is licensed as a health care service plan and that operates
a prescription drug plan shall be subject to the provisions of this chapter,
unless preempted by federal law.

HISTORY:
Added Stats 2005 ch 230 § 1 (AB 1359),
effective September 6, 2005.

§ 1350.1. [Section repealed 1984.]

HISTORY:
Added Stats 1977 ch 818 § 4, effective Sep-
tember 16, 1977. Repealed Stats 1984 ch 844 §

3. The repealed section related to application of
chapter to transitionally licensed plans.

§ 1351. Applications for licensure

Each application for licensure as a health care service plan or specialized
health care service plan under this chapter shall be verified by an authorized
representative of the applicant, and shall be in a form prescribed by the
department. This application shall be accompanied by the fee prescribed by
subdivision (a) of Section 1356 and shall set forth or be accompanied by each
and all of the following:

(a) The basic organizational documents of the applicant; such as, the
articles of incorporation, articles of association, partnership agreement,
trust agreement, or other applicable documents and all amendments
thereto.

(b) A copy of the bylaws, rules and regulations, or similar documents
regulating the conduct of the internal affairs of the applicant.

(c) Alist of the names, addresses, and official positions of the persons who
are to be responsible for the conduct of the affairs of the applicant, which
shall include among others, all members of the board of directors, board of
trustees, executive committee, or other governing board or committee, the
principal officers, each shareholder with over 5-percent interest in the case
of a corporation, and all partners or members in the case of a partnership or
association, and each person who has loaned funds to the applicant for the
operation of its business.

(d) A copy of any contract made, or to be made, between the applicant and
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any provider of health care services, or persons listed in subdivision (c), or
any other person or organization agreeing to perform an administrative
function or service for the plan. The director by rule may identify contracts
excluded from this requirement and make provision for the submission of
form contracts. The payment rendered or to be rendered to such provider of
health care services shall be deemed confidential information that shall not
be divulged by the director, except that such payment may be disclosed and
become a public record in any legislative, administrative, or judicial pro-
ceeding or inquiry. The plan shall also submit the name and address of each
physician employed by or contracting with 