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deny, or modify covered health care services that an independent medical 
review determines to be medically necessary pursuant to Section 1374.33, the 
director shall impose penalties. 

(e) Pursuant to Section 1368.04, the director shall perform an annual audit 
of independent medical review cases for the dual purposes of education and the 
opportunity to determine if any investigative or enforcement actions should be 
undertaken by the department, particularly if a plan repeatedly fails to act 
promptly and reasonably to resolve grievances associated with a delay, denial, 
or modification of medically necessary health care services when the obligation 
of the plan to provide those health care services to enrollees or subscribers is 
reasonably clear. 

(f) A plan’s provision of prescription drugs to a Medi-Cal beneficiary pursu­
ant to paragraph (5) of subdivision (b) of Section 14105.33 of the Welfare and 
Institutions Code and in accordance with the State Department of Health Care 
Services coverage policies shall not be a ground for an enforcement action. 
Nothing in this article is intended to limit a plan’s responsibility to provide 
medically necessary health care services pursuant to this chapter. 

(g) Commencing January 1, 2028, and every five years thereafter, the 
penalty amount 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 1999 ch 542 § 10 (SB 189), 

operative January 1, 2001, as H & S C §  13933. 
Amended and renumbered by Stats 2000 ch 
1067 § 17 (SB 2094); Amended Stats 2003 ch 

579 § 1 (AB 1496); Stats 2008 ch 607 § 8 (SB 
1379), effective September 30, 2008; Stats 2014 
ch 40 § 1 (SB 870), effective June 20, 2014; 
Stats 2022 ch 985 § 3 (SB 858), effective Janu­
ary 1, 2023. 

§ 1374.35. Reimbursement of costs 

(a) After considering the results of a competitive bidding process and any 
other relevant information on program costs, the director shall establish a 
reasonable, per-case reimbursement schedule to pay the costs of independent 
medical review organization reviews, which may vary depending on the type of 
medical condition under review and on other relevant factors. 

(b) The costs of the independent medical review system for enrollees shall be 
borne by health care service plans pursuant to an assessment fee system 
established by the director. In determining the amount to be assessed, the 
director shall consider all appropriations available for the support of this 
chapter, and existing fees paid to the department. The director may adjust fees 
upward or downward, on a schedule set by the department, to address 
shortages or overpayments, and to reflect utilization of the independent review 
process. 

HISTORY: 
Added Stats 1999 ch 533 § 1 (AB 55), effec­

tive January 1, 2000. 

§ 1374.36. Report on implementation of article 
(a) The director shall submit to the Legislature by March 1, 2002, a report 

on the initial implementation of this article. The report shall include a 
description of assessments imposed on plans to implement this article, 
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increased staffing and other resources attributable to these new responsibili­
ties, and any redirection of existing staff and resources to carry out these 
responsibilities. A single copy of the report shall be made available at no cost 
to members of the public upon request. The department may recover the cost 
of additional copies that are requested. 

(b) This section shall become operative on January 1, 2001, and then only if 
Assembly Bill 55 of the 1999-2000 Regular Session is enacted. 

HISTORY: 
Added Stats 1999 ch 542 § 11 (SB 189), 

effective January 1, 2000, operative January 1, 
2001. 
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HISTORY: Added Stats 1993 ch 987 § 3. 

§ 1374.60. Definitions 

For purpose of this article, the following definitions shall apply: 
(a) A “point-of-service plan contract” means any plan contract offered by a 

health care service plan whereby the health care service plan assumes 
financial risk for both “in-network coverage or services” and “out-of-network 
coverage or services.” 

The term “point-of-service plan contract” shall not apply to a plan contract 
where the out-of-network coverage or service is underwritten by an insur­
ance company admitted in this state or is provided by a self-insured 
employer and is offered in conjunction with in-network coverage or services 
provided pursuant to a health care service plan contract. 

(b) “Out-of-network coverage or services” means health care services 
received either from (1) providers who are not employed by, under contract 
with, or otherwise affiliated with the health care service plan, except for 
health care services received from these providers in an emergency or when 
referred or authorized by the plan under procedures specifically reviewed 


