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regulations applicable to these plans and entities by the Insurance Commis- 
sioner and the Director of the Department of Managed Health Care. 

HISTORY: 
Added Stats 1984 ch 1006 § 1. Amended Stats 

1999 ch 525 § 39 (AB 78), operative July 1, 

2000; Stats 2000 ch 857 § 26 (AB 2903); Stats 
2007 ch 577 § 8 (AB 1750), effective October 13, 
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 
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 
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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 
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. 
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(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: 
Added Stats 2002 ch 791 § 1 (SB 842), opera- 

tive January 2, 2003. Amended Stats 2012 ch 
728 § 81 (SB 71), effective January 1, 2013. 

§ 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) A health 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 


