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(b) The surety bond referred to in subdivision (a) shall be conditioned upon 
compliance by the licensee with the provisions of this chapter and the rules and 
regulations adopted pursuant to this chapter and orders issued under this 
chapter. Every surety bond shall provide that no suit may be maintained to 
enforce any liability thereon unless brought within two years after the act 
upon which such suit is based. 

(c) For purposes of computing any minimum capital requirement which may 
be prescribed by the rules and regulations of the director under subdivision (a), 
any operating cost assistance or direct loan made to a plan by the United 
States Department of Health and Human Services pursuant to Public Law 
93–222, as amended, may be treated as a subordinated loan, notwithstanding 
any express terms thereof to the contrary. 

(d) Each solicitor and solicitor firm shall handle funds received for the 
account of plans, subscribers, or groups in accordance with such rules as the 
director may adopt pursuant to this subdivision. 

(e) The director may, by regulation, designate requirements of this section or 
regulations adopted pursuant to this section, from which public entities and 
political subdivisions of the state shall be exempt. 

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

1, 1976. Amended Stats 1976 ch 652 § 4, effec- 
tive August 28, 1976, operative July 1, 1976; 
Stats 1977 ch 818 § 14, effective September 16, 

1977; Stats 1979 ch 1083 § 9; Stats 1980 ch 
1031 § 3; Stats 1982 ch 517 § 267, ch 1323 § 2; 
Stats 1983 ch 18 § 24, effective April 21, 1983; 
Stats 1999 ch 525 § 123 (AB 78), operative July 
1, 2000. 

§ 1376.1. Exemption of county or city plan from deposit requirements related to 
financial responsibility 

The deposit requirements of Section 1300.76.1 of Title 28 of the California 
Code of Regulations shall not apply to any plan operated by a county, or city 
and county, if both of the following apply: 

(a) All of the evidence of indebtedness of the county, or city and county, has 
been rated “A” or better by Moody’s Investors Service, Inc. or Standard & 
Poor’s Corporation, based on a rating conducted during the immediately 
preceding 12 months. 

(b) The county, or city and county, has cash or cash equivalents in an 
amount equal to fifty million dollars ($50,000,000) or more, based on its 
audited financial statements for the immediately preceding fiscal year. For 
purposes of this subdivision, the term “equivalents” shall have the same 
meaning as in Section 1300.77 of Title 28 of the California Code of 
Regulations. 

HISTORY: 
Added Stats 1992 ch 600 § 1 (AB 2354). 

Amended Stats 2009 ch 298 § 7 (AB 1540), 
effective January 1, 2010. 

§ 1377. Reserves or insurance to be maintained by certain plans for payments 
to subscribers or providers 

(a) Every plan which reimburses providers of health care services that do 
not contract in writing with the plan to provide health care services, or which 
reimburses its subscribers or enrollees for costs incurred in having received 
health care services from providers that do not contract in writing with the 
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plan, in an amount which exceeds 10 percent of its total costs for health care 
services for the immediately preceding six months, shall comply with the 
requirements set forth in either paragraph (1) or (2): 

(1)(A) Place with the director, or with any organization or trustee accept- 
able to the director through which a custodial or controlled account is 
maintained, a noncontracting provider insolvency deposit consisting of 
cash or securities that are acceptable to the director that at all times have 
a fair market value in an amount at least equal to 120 percent of the sum 
of the following: 

(i) All claims for noncontracting provider services received for reim- 
bursement, but not yet processed. 

(ii) All claims for noncontracting provider services denied for reim- 
bursement during the previous 45 days. 

(iii) All claims for noncontracting provider services approved for 
reimbursement, but not yet paid. 

(iv) An estimate of claims for noncontracting provider services in- 
curred, but not reported. 
(B) Each plan licensed pursuant to this chapter prior to January 1, 

1991, shall, upon that date, make a deposit of 50 percent of the amount 
required by subparagraph (A), and shall maintain additional cash or cash 
equivalents as defined by rule of the director, in the amount of 50 percent 
of the amount required by subparagraph (A), and shall make a deposit of 
100 percent of the amount required by subparagraph (A) by January 1, 
1992. 

(C) The amount of the deposit shall be reasonably estimated as of the 
first day of the month and maintained for the remainder of the month. 

(D) The deposit required by this paragraph is in addition to the deposit 
that may be required by rule of the director and is an allowable asset of the 
plan in the determination of tangible net equity as defined in subdivision 
(b) of Section 1300.76 of Title 28 of the California Code of Regulations. All 
income from the deposit shall be an asset of the plan and may be 
withdrawn by the plan at any time. 

(E) A health care service plan that has made a deposit may withdraw 
that deposit or any part of the deposit if (i) a substitute deposit of cash or 
securities of equal amount and value is made, (ii) the fair market value 
exceeds the amount of the required deposit, or (iii) the required deposit 
under this paragraph is reduced or eliminated. Deposits, substitutions, or 
withdrawals may be made only with the prior written approval of the 
director, but approval shall not be required for the withdrawal of earned 
income. 

(F) The deposit required under this section is in trust and may be used 
only as provided by this section. The director or, if a receiver has been 
appointed, the receiver shall use the deposit of an insolvent health care 
service plan, as defined in Sections 1394.7 and 1394.8, for payment of 
covered claims for services rendered by noncontracting providers under 
circumstances covered by the plan. All claims determined by the director 
or receiver, in his or her discretion, to be eligible for reimbursement under 
this section shall be paid on a pro rata basis based on assets available from 
the deposit to pay the ultimate liability for incurred expenditures. Partial 
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distribution may be made pending final distribution. Any amount of the 
deposit remaining shall be paid into the liquidation or receivership of the 
health care service plan. The director may also use the deposit of an 
insolvent health care service plan for payment of any administrative costs 
associated with the administration of this section. The department, the 
director, and any employee of the department shall not be liable, as 
provided by Section 820.2 of the Government Code, for an injury resulting 
from an exercise of discretion pursuant to this section. Nothing in this 
section shall be construed to provide immunity for the acts of a receiver, 
except when the director is acting as a receiver. 

(G) The director may, by regulation, prescribe the time, manner, and 
form for filing claims. 

(H) The director may permit a plan to meet a portion of this require- 
ment by a deposit of tangible assets acceptable to the director, the fair 
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 
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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 
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 

 

 

 


