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market value of which shall be determined on at least an annual basis by 
the director. The plan shall bear the cost of any appraisal or valuations 
required hereunder by the director. 
(2) Maintain adequate insurance, or a guaranty arrangement approved in 

writing by the director, to pay for any loss to providers, subscribers, or 
enrollees claiming reimbursement due to the insolvency of the plan. 
(b) Whenever the reimbursements described in this section exceed 10 

percent of the plan’s total costs for health care services over the immediately 
preceding six months, the plan shall file a written report with the director 
containing the information necessary to determine compliance with subdivi-
sion (a) no later than 30 business days from the first day of the month. Upon 
an adequate showing by the plan that the requirements of this section should 
be waived or reduced, the director may waive or reduce these requirements to 
an amount as the director deems sufficient to protect subscribers and enrollees 
of the plan consistent with the intent and purpose of this chapter. 

(c) Every plan which reimburses providers of health care service on a 
fee-for-services basis; or which directly reimburses its subscribers or enrollees, 
to an extent exceeding 10 percent of its total payments for health care services, 
shall estimate and record in the books of account a liability for incurred and 
unreported claims. Upon a determination by the director that the estimate is 
inadequate, the director may require the plan to increase its estimate of 
incurred and unreported claims. Every plan shall promptly report to the 
director whenever these reimbursables exceed 10 percent of its total expendi-
tures for health care services. 

As used herein, the term “fee-for-services” refers to the situation where the 
amount of reimbursement paid by the plan to providers of service is deter-
mined by the amount and type of service rendered by the provider of service. 

(d) In the event an insolvent plan covered by this section fails to pay a 
noncontracting provider sums for covered services owed, the provider shall 
first look to the uncovered expenditures insolvency deposit or the insurance or 
guaranty arrangement maintained by the plan for payment. When a plan 
becomes insolvent, in no event shall a noncontracting provider, or agent, 
trustee, or assignee thereof, attempt to collect from the subscriber or enrollee 
sums owed for covered services by the plan or maintain any action at law 
against a subscriber or enrollee to collect sums owed by the plan for covered 
services without having first attempted to obtain reimbursement from the 
plan. 

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

1, 1976. Amended Stats 1985 ch 908 § 2; Stats 
1990 ch 1043 § 7 (SB 785); Stats 1991 ch 422 § 

2 (SB 244); Stats 1999 ch 525 § 124 (AB 78), 
operative July 1, 2000; Stats 2009 ch 298 § 8 
(AB 1540), effective January 1, 2010. 

§ 1378. Administrative costs 

No plan shall expend for administrative costs in any fiscal year an excessive 
amount of the aggregate dues, fees and other periodic payments received by 
the plan for providing health care services to its subscribers or enrollees. The 
term “administrative costs,” as used herein, includes costs incurred in connec-
tion with the solicitation of subscribers or enrollees for the plan. 

This section shall not preclude a plan from expending additional sums of 
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money for administrative costs provided such money is not derived from 
revenue obtained from subscribers or enrollees of the plan. 

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

1, 1976. 

§ 1379. Contracts with health care providers 

(a) Every contract between a plan and a provider of health care services 
shall be in writing, and shall set forth that in the event the plan fails to pay for 
health care services as set forth in the subscriber contract, the subscriber or 
enrollee shall not be liable to the provider for any sums owed by the plan. 

(b) In the event that the contract has not been reduced to writing as 
required by this chapter or that the contract fails to contain the required 
prohibition, the contracting provider shall not collect or attempt to collect from 
the subscriber or enrollee sums owed by the plan. 

(c) No contracting provider, or agent, trustee or assignee thereof, may 
maintain any action at law against a subscriber or enrollee to collect sums 
owed by the plan. 

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

1, 1976. 

§ 1379.5. Contract between plan and health care provider who pro-
vides health care services in Mexico; Requirements; Plan’s obligations 

(a) On and after July 1, 2008, every contract between a plan and a health 
care provider who provides health care services in Mexico to an enrollee of the 
plan shall require the health care provider knowing of, or in attendance on, a 
case or suspected case of any disease or condition listed in subdivision (j) of 
Section 2500 of Title 17 of the California Code of Regulations to report the case 
to the health officer of the jurisdiction in California where the patient in the 
case resides, or if the patient resides in Mexico and is employed in California, 
the contract shall require a health care provider to report the case to the health 
officer of the jurisdiction where the patient in the case is employed. The 
contract provision shall require the health care provider to make the report in 
accordance with subdivision (d) of Section 2500 of Title 17 of the California 
Code of Regulations, except that for reports in cases where the patient resides 
in Mexico the contract shall require the report to be made to the health officer 
of the jurisdiction where the patient is employed. 

(b) For purposes of this section, the terms “case,” “health care provider,” 
“health officer,” “in attendance,” and “suspected case” shall have the same 
meanings as set forth in subdivision (a) of Section 2500 of Title 17 of the 
California Code of Regulations. 

(c) A plan’s obligations under this section shall be limited to the following: 
(1) Ensuring that the contracts executed by providers who provide health 

care services in Mexico satisfy the requirements set forth in subdivision (a). 
(2) Giving the following written notice to the provider at the time the 

signed contract is delivered: 
“This contract contains specific requirements regarding reporting of actual 

or suspected diseases or conditions to California health officers.” 


