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(2) The contract is not in compliance with this chapter, or the rules 
adopted pursuant to this chapter. 

(3) The plan does not have a financially sound operation and adequate 
provision against the risk of insolvency. 

(4) The plan has operated in violation of the provisions of subdivision (a), 
(b), (c), (d), or (e) of Section 1367. 

(5) The plan has not complied with the provisions of Section 1379. 
(c) The civil penalty may be assessed and recovered only in a civil action. 

The cause of action may be brought in the name of the people of the State of 
California by the Attorney General or the director, as determined by the 
director. 

(d) Commencing January 1, 2028, and every five years thereafter, the 
penalty amounts specified in this section shall be adjusted based on the 
average rate of change in premium rates for the individual and small group 
markets, and weighted by enrollment, since the previous adjustment. 

 

HISTORY: 
Added Stats 1982 ch 99 § 1, effective March 6, 

1982. Amended Stats 1985 ch 908 § 4; Stats 

1999 ch 525 § 142 (AB 78), effective January 1, 
2000, operative July 1, 2000; Stats 2022 ch 985 
§ 8 (SB 858), effective January 1, 2023. 

§ 1393.6. Administrative penalties for violation of provisions relating to small 
employer group access to contracts for health care services and preexisting 
condition provisions and late enrollees 

For violations of Article 3.1 (commencing with Section 1357), Article 3.15 
(commencing with Section 1357.50), Article 3.16 (commencing with Section 
1357.500), and Article 3.17 (commencing with Section 1357.600), the director 
may, after appropriate notice and opportunity for hearing, by order levy 
administrative penalties as follows: 

(a) Any person, solicitor, or solicitor firm, other than a health care service 
plan, who willfully violates any provision of this chapter, or who willfully 
violates any rule or order adopted or issued pursuant to this chapter, is liable 
for administrative penalties of not less than five hundred dollars ($500) for 
each first violation, and of not less than two thousand dollars ($2,000) and 
not more than five thousand dollars ($5,000) for each subsequent violation. 

(b) Any health care service plan that willfully violates any provision of 
this chapter, or that willfully violates any rule or order adopted or issued 
pursuant to this chapter, is liable for administrative penalties of not less 
than five thousand dollars ($5,000) for each first violation, and of not less 
than ten thousand dollars ($10,000) nor more than twenty thousand dollars 
($20,000) for each second violation, and of not less than thirty thousand 
dollars ($30,000) and not more than two hundred thousand dollars 
($200,000) for each subsequent violation. 

(c) The administrative penalties shall be paid to the Managed Care 
Administrative Fines and Penalties Fund and shall be used for the purposes 
specified in Section 1341.45. 

(d) The administrative penalties available to the director pursuant to this 
section are not exclusive, and may be sought and employed in any combina- 
tion with civil, criminal, and other administrative remedies deemed advis- 
able by the director to enforce the provisions of this chapter. 

(e) Commencing January 1, 2028, and every five years thereafter, the 
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penalty amounts specified in this section shall be adjusted based on the 
average rate of change in premium rates for the individual and small group 
markets, and weighted by enrollment, since the previous adjustment. 

HISTORY: 
Added Stats 1992 ch 1128 § 8 (AB 1672),

operative July 1, 1993. Amended Stats 1999 ch 
525 § 143 (AB 78), operative July 1, 2000; Stats 
2000 ch 857 § 45 (AB 2903); Stats 2008 ch 607 

§ 9 (SB 1379), effective September 30, 2008; 
Stats 2012 ch 852 § 8 (AB 1083), effective 
January 1, 2013; Stats 2022 ch 985 § 9 (SB 
858), effective January 1, 2023. 

§ 1394. Penalties not exclusive 

The civil, criminal, and administrative remedies available to the director 
pursuant to this article are not exclusive, and may be sought and employed in 
any combination deemed advisable by the director to enforce the provisions of 
this chapter. 

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

1, 1976. Amended Stats 1999 ch 525 § 144 (AB 

78), effective January 1, 2000, operative July 1, 
2000. 

§ 1394.1. Complaint for involuntary dissolution of plan 

Notwithstanding any other provision of law, the director may file a verified 
complaint for involuntary dissolution of a health care service plan on any one 
or more of the grounds specified in subdivision (b) of Section 1386. The 
complaint shall be filed in the superior court of the county where the principal 
executive office of the health care service plan is located or, if the principal 
executive office of the health care service plan is not located in this state, or the 
health care service plan has no such office, the County of Sacramento. 

HISTORY: 
Added Stats 1985 ch 908 § 5. Amended Stats 

1999 ch 525 § 145 (AB 78), effective January 1, 
2000, operative July 1, 2000. 

§ 1394.2. Priority of claims. 

Notwithstanding any other provision of law, in any involuntary dissolution 
of a health care service plan as provided for in Section 1394.1, or other 
insolvency proceeding involving a health care service plan, the following 
expenses and claims have priority in the following order: 

(a) First, administrative expenses allowed by the superior court and any 
fees and charges assessed against the estate of the dissolved health care 
service plan in conjunction with the dissolution of the estate. 

(b) Second, taxes due the State of California. 
(c) Third, claims having preference by the laws of the United States and 

by the laws of this state. 
(d) Fourth, claims of health care service plan subscribers and enrollees for 

reimbursement for services rendered by noncontracting providers. Upon 
proper showing, the superior court may make an order relieving subscribers 
and enrollees from liability or stay any proceeding to secure payment for any 
services rendered by a noncontracting provider upon payment, in whole or in 
part, of the claim or claims of those noncontracting providers. 

(e) Fifth, claims of health care service plan group contract holders for 


