
469 HEALTH CARE SERVICE PLAN CONTRACTS § 1374.65 

with nonaffiliates shall not be excluded. For purposes of this subdivision, 
an obligation is considered short term if the repayment schedule is 30 days 
or fewer. 

(C) Demonstrates a trend of positive earnings over the previous eight 
fiscal quarters. 

(D) Demonstrates to the director that it has obtained insurance for the 
cost of providing any point-of-service enrollee with out-of-network covered 
health care services, the aggregate value of which exceeds five thousand 
dollars ($5,000) in any year. This insurance shall obligate the insurer to 
continue to provide care for the period in which a premium was paid in the 
event a plan becomes insolvent. Where a plan cannot obtain insurance as 
required by this subparagraph, then a plan may demonstrate to the 
director that it has made other arrangements, acceptable to the director, 
for the cost of providing enrollees out-of-network health care services; but 
in this case the expenditure for total out-of-network costs for all enrollees 
in all point-of-service contracts shall be limited to a percentage, acceptable 
to the director, not to exceed 15 percent of total health care expenditures 
for all its enrollees. 

(c) Within 30 days of the close of each month a plan offering point-of-service 
plan contracts under paragraph (2) of subdivision (b) shall file with the director 
a monthly financial report consisting of a balance sheet and statement of 
operations of the plan, which need not be certified, and a calculation of the 
adjusted tangible net equity required under subparagraph (A). The financial 
statements shall be prepared on a basis consistent with the financial state­
ments furnished by the plan pursuant to Section 1300.84.2 of Title 28 of the 
California Code of Regulations. A plan shall also make special reports to the 
director as the director may from time to time require. Each report to be filed 
by a plan pursuant to this subdivision shall be verified by a principal officer of 
the plan as set forth in Section 1300.84.2(e) of Title 28 of the California Code 
of Regulations. 

(d) If it appears to the director that a plan does not have sufficient financial 
viability, or organizational and administrative capacity to ensure the delivery 
of health care services to its enrollees, the director may, by written order, direct 
the plan to discontinue the offering of a point-of-service plan contract. The 
order shall be effective immediately. 

HISTORY: 
Added Stats 1993 ch 987 § 3 (SB 1221). 

Amended Stats 1999 ch 525 § 116 (AB 78), 

operative July 1, 2000; Stats 2009 ch 298 § 5 
(AB 1540), effective January 1, 2010. 

§ 1374.65. Plan contract requirements 

Point-of-service plan contracts shall: 
(a) Provide incentives, including financial incentives, for enrollees to use 

in-network coverage or services. 
(b) Only offer coverage or services obtained out-of-network if it also 

provides coverage or services on an in-network basis. 
(c) Shall not consider the following to be out-of-network coverage or 

services: 
(1) Health care services received from a provider not affiliated with the 
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health care service plan when the plan arranges for the enrollee to receive 
services from that provider. 

(2) Out-of-area emergency care provided in accordance with the proce­
dures set by the health care service plan to be followed in securing these 
services. 

HISTORY: 
Added Stats 1993 ch 987 § 3 (SB 1221), 

effective January 1, 1994. 

§ 1374.66. Allowable plan provisions 

Any health care service plan that offers a point-of-service plan contract may 
do all of the following: 

(a) Limit or exclude coverage for specific types of services or conditions 
when obtained out-of-plan. 

(b) Include annual out-of-pocket limits, copayments, and annual and 
lifetime maximum benefit limits for out-of-network coverage or services that 
are different or separate from any amounts or limits applied to in-network 
coverage or services, and may impose a deductible on coverage for out-of­
network coverage or services. 

(c) To the extent permitted under this chapter, may limit the groups to 
which a point-of-service plan contract is offered, and may adopt nondiscrimi­
natory renewal guidelines under which one or more point-of-service plan 
contracts would be replaced with other than point-of-service plan contracts. 
If a point-of-service plan contract is sold to a group, then the group shall offer 
it to all members of that group who are eligible for coverage by the health 
care service plan. 

(d) Treat as out-of-network services those services that an enrollee ob­
tains from a provider affiliated with the plan, but not in accordance with the 
authorization procedures set forth in the health care service plan’s approved 
evidence of coverage. 

(e) Contracts between health care service plans and medical providers, for 
the purpose of providing medical services under point-of-service contracts, 
may include risk-sharing arrangements for out-of-network services, but only 
if the risk sharing arrangements meet all of the following conditions: 

(1) The contracting medical provider agrees to participate in risk-
sharing arrangements applicable to out-of-network services. 

(2) If the medical provider is reimbursed on a capitated or prepaid basis, 
the contract shall clearly disclose the capitation or prepayment amount to 
be paid to the medical provider for in-network services received by 
enrollees under point-of-service contracts. 

(3) Any capitation or prepayment amounts paid to the medical provider 
shall not place the medical provider directly at risk for or directly transfer 
liability for out-of-network services received by enrollees under point-of­
service contracts. 

(4) The risk-sharing arrangements for out-of-network services may 
provide a bonus or incentive to the medical provider to attempt to reduce 
the utilization of out-of-network services, but shall not place the medical 
provider at risk for any amounts in excess of the amounts used by the plan 
to budget for or fund the risk-sharing pool for out-of-network services. 


