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date of the entry of the receivership order if less than a reasonably
equivalent value was given in exchange for the transfer, except that a bona 
fide transferee for value and without notice that the property had been 
unlawfully obtained may retain the interest transferred until the value 
given in exchange for the transfer is returned to the transferee. 

(7) Avoid a transfer of any interest in any unlawfully obtained property 
including the proceeds thereof made within 90 days before the date of the 
entry of the receivership order to a transferee from whom the defendant 
unlawfully obtained some property if (A) the receiver establishes that the 
avoidance of the transfer will promote a fair pro rata distribution of 
restitution among all people from whom defendants unlawfully obtained 
property and (B) the transferee cannot establish that the specific property 
transferred was the same property that had been unlawfully obtained from 
the transferee. 

(8) Exercise any power authorized by statute or ordered by the court. 
(c) A person with actual or constructive notice of the receivership shall not 

interfere with the discharge of the receiver’s duties. 
(d) A person shall not file any action or enforce or create any lien, or cause 

to be issued, served, or levied any summons, subpoena, attachment, or writ of 
execution against the receiver or any property subject to the receivership 
without first obtaining prior court approval upon motion with notice to the 
receiver and the Director of the Department of Managed Health Care. Any 
legal procedure described in this subdivision commenced without prior court 
approval is void except as to a bona fide purchaser or encumbrancer for value 
and without notice of the receivership. A person without notice of the 
receivership shall not incur any liability for commencing or maintaining any 
legal procedure described by this subdivision. 

(e) The court shall have jurisdiction of all questions arising in the receiver- 
ship proceedings and may make any orders and judgments as may be required, 
including orders after noticed motion by the receiver to avoid transfers as 
provided in paragraphs (4), (5), (6), and (7) of subdivision (b). 

(f) This section is cumulative to all other provisions of law. 
(g) If any provision of this section or the application thereof to any person or 

circumstances is held invalid, that invalidity shall not affect other provisions 
or applications of this section that can be given effect without the invalid 
provision or application, and to this end the provisions of this section are 
severable. 

(h) The recordation of a copy of the receivership order imparts constructive 
notice of the receivership in connection with any matter involving real 
property located in the county in which the receivership order is recorded. 

HISTORY: 
Added Stats 1999 ch 525 § 15 (AB 78), opera- 

tive July 1, 2000. Amended Stats 2000 ch 857 § 
13 (AB 2903); Stats 2014 ch 401 § 42 (AB 2763), 

effective January 1, 2015. Amended and re- 
numbered from Cal Gov Code § 13975.2 by 
Stats 2021 ch 124 § 31 (AB 938), effective 
January 1, 2022. 

§ 1393. Vesting of title to assets; Taking possession of business 

(a) The superior court of the county in which is located the principal office of 
the plan in this state shall, upon the filing by the director of a verified 
application showing any of the conditions enumerated in Section 1386 to exist, 
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issue its order vesting title to all of the assets of the plan, wherever situated, 
in the director or the director’s successor in office, in his or her official capacity 
as such, and direct the director to take possession of all of its books, records, 
property, real and personal, and assets, and to conduct, as conservator, the 
business or portion of the business of the person as may seem appropriate to 
the director, and enjoining the person and its officers, directors, agents, 
servants, and employees from the transaction of its business or disposition of 
its property until the further order of the court. 

(b) Whenever it appears to the director that irreparable loss and injury to 
the property and business of the plan or to the plan’s enrollees has occurred or 
may occur unless the director acts immediately, the director, without notice 
and before applying to the court for any order, may take possession of the 
property, business, books, records, and accounts of the plan, and of the offices 
and premises occupied by it for the transaction of its business, and retain 
possession until returned to the plan or until further order of the director or 
subject to an order of the court. Any person having possession of and refusing 
to deliver any of the books, records, or assets of a plan against which a seizure 
order has been issued by the director, shall be guilty of a misdemeanor and 
punishable by a fine not exceeding ten thousand dollars ($10,000) or impris- 
onment not exceeding one year, or both the fine and imprisonment. Whenever 
the director has taken possession of any plan pursuant to this subdivision, the 
owners, officers, and directors of the plan may apply to the superior court in the 
county in which the principal office of the plan is located, within 10 days after 
the taking, to enjoin further proceedings. The court, after citing the director to 
show cause why further proceedings should not be enjoined, and after a 
hearing and a determination of the facts upon the merits, may do any of the 
following: 

(1) Dismiss the application after confirming the director’s authority to 
take possession of all of the plan’s books, records, property, real and 
personal, and assets, and to conduct, as conservator, the business or portion 
of the business as the director may deem appropriate, and enjoining the 
owners, officers, and directors, and their agents and employees, from the 
transaction of plan business or disposition of plan property until the further 
order of the court. 

(2) Enjoin the director from further proceedings and direct the director to 
surrender the property and business to the plan. 

(3) Make any further order as may be just. 
(c) If any facts occur that would entitle the director to take possession of the 

property, business, and assets of the plan, the director may appoint a 
conservator over the plan and require any bond of the conservator as the 
director deems proper. The conservator, under the direction of the director, 
shall take possession of the property, business, and assets of the plan pending 
further disposition of its business. The conservator shall retain possession 
until the property, business, and assets of the plan are returned to the plan, or 
until further order of the director, except that the conservator shall be able to 
pay necessary costs of the ongoing operation without formal order of the 
director. Whenever the director has taken possession of any plan pursuant to 
subdivision (b), thedirector shall, within 10 days after the taking, apply to the 
superior court in the county in which the principal office of the plan is located 
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for an order confirming the director’s appointment of the conservator. The 
order may be given after a hearing upon notice that the court prescribes. 

(d)(1) Subject to the other provisions of this section, a conservator, while in 
possession of the property, business, and assets of a plan, has the same 
powers and rights, and is subject to the same duties and obligations, as the 
director under the same circumstances, and during this time, the rights of a 
plan and of all persons with respect to the plan are the same as if the director 
had taken possession of the property, business, and assets of the plan, for the 
purpose of carrying out the conservatorship. 

(2) Subject to the other provisions of this section, a conservator, while in 
possession of the property, business, and assets of a plan, shall have all of the 
rights, powers, and privileges of the plan, and its officers and directors, for 
the purpose of carrying out the conservatorship. All expenses of any 
conservatorship shall be paid from the assets of the plan, and shall be a lien 
on the plan which shall be prior to any other lien. 

(3) No action at law or in equity may be maintained by any party against 
the director or a conservator by reason of their exercising or performing the 
privileges, powers, rights, duties, and obligations pursuant to the order, or 
with the approval, of the superior court. 
(e) Upon appointing a conservator, the director shall cause to be made and 

completed, at the earliest possible date, an examination of the affairs of the 
plan as shall be necessary to inform the director as to the plan’s financial 
condition. 

(f) If the director becomes satisfied that it may be done safely and in the 
public interest, the director may terminate the conservatorship and permit the 
plan for which the conservator was appointed to resume its business under the 
direction of its board of directors, subject to any terms, conditions, restrictions, 
and limitations the director prescribes. 

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

1, 1976. Amended Stats 1998 ch 836 §  5 (SB 

955); Stats 1999 ch 525 § 141 (AB 78), effective 
January 1, 2000, operative July 1, 2000. 

§ 1393.5. Civil penalties for violation of license provisions 

(a) A person who violates Section 1349, or any person who directly or 
indirectly participates in the direction of the management or policies of the 
person in violation of Section 1349, including, but not limited to, any officer, 
director, partner, or other person occupying a principal management or 
supervisory position, shall be liable for civil penalties as follows: 

(1) A sum of not more than five thousand dollars ($5,000). 
(2) A sum not exceeding one thousand dollars ($1,000) for each subscriber 

under an individual or group plan contract that was entered into or renewed 
while the person was in violation of Section 1349. 
(b) The penalty specified in paragraph (2) of subdivision (a) shall be imposed 

only if one or more of the following occurs: 
(1) The solicitation of the entry into or renewal of such contract, or of any 

subscription or enrollment thereunder, included the use by the plan or a 
representative of the plan of any advertising, evidence of coverage, or 
disclosure form which was untrue, misleading, or deceptive. 


