
§ 1374.69 KNOX-KEENE ACT 472 

these, which is acceptable to the director, that at all times have a fair market 
value equal to the greater of either one of the following: 

(1) Two hundred thousand dollars ($200,000). 
(2) One hundred twenty percent of the plan’s current monthly claims 

payable plus incurred but not reported balance for coverage out-of­
network coverage or services provided under point-of-service contracts. 
(b) Track out-of-network point-of-service utilization separately from in-

network utilization. 
(c) Record point-of-service utilization in a manner that will permit utili­

zation and cost reporting as the director may require. 
(d) Demonstrate to the satisfaction of the director that the health care 

service plan has the fiscal, administrative, and marketing capacity to control 
its point-of-service plan contract enrollment, utilization, and costs so as not 
to jeopardize the financial viability or organizational and administrative 
capacity of the health care service plan. 

(e) Maintain the deposit required under subdivision (a) in a manner 
agreed to by the director, subject to subdivision (a) of Section 1377 and any 
regulations adopted thereunder. 

(f) Any deposit made pursuant to this section shall be a credit against any 
deposit required by subdivision (a) of Section 1377. 

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

Amended Stats 1999 ch 525 § 119 (AB 78),

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

 

§ 1374.69. Notice of material modification 

At least 20 business days prior to offering a point-of-service plan contract, a 
health care service plan shall file a notice of material modification in accor­
dance with Section 1352. The notice of material modification shall include, but 
not be limited to, provisions specifying how the health care service plan shall 
accomplish all of the following: 

(a) Design the benefit levels and conditions of coverage for in-network 
coverage and services and out-of-network point-of-service utilization. 

(b) Provide or arrange for the provision of adequate systems to do all of the 
following: 

(1) Process and pay claims for all out-of-network coverage and services. 
(2) Generate accurate financial and utilization data and reports on a 

timely basis, so that it and any authorized regulatory agency can evaluate 
the health care service plan’s experience with point-of-service plan con­
tracts and monitor compliance with point-of-service plan contract projec­
tions established by the health care service plan and regulatory require­
ments. 

(3) Track and monitor the quality of health care obtained out-of­
network by plan enrollees to the extent reasonable and possible. 

(4) Respond promptly to enrollee grievances and complaints, written or 
oral, including those regarding services obtained out-of-network. 

(5) Meet the requirements for a point-of-service plan contract set forth 
in this section and any additional requirements that may be required by 
the director. 
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(c) Comply initially and on an ongoing basis with the requirements of this 
article. 

(d) This section shall become operative July 1, 1995. 

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

operative July 1, 1995. Amended Stats 1999 ch 

525 § 120 (AB 78), effective January 1, 2000, 
operative July 1, 2000. 

§ 1374.70. [Section repealed 1995.] 

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

operative until July 1, 1995. Repealed July 1, 

1995, by its own terms. The repealed section 
related to notice of material modification. 

§ 1374.71. Notice of material modification; Exemption 

No plan formerly registered under the Knox-Mills Health Plan Act (Article 
2.5 (commencing with Section 12530) of Chapter 6 of Part 2 of Division 3 of 
Title 2 of the Government Code) in 1975 shall be required to file a notice of 
material modification under Section 1374.69 or 1374.70 for any point-of­
service plan contract previously approved by the director under this chapter 
and offered by plan on or before September 1, 1993. 

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

Amended Stats 1999 ch 525 § 121 (AB 78), 

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

§ 1374.72. Health plan to cover mental health and substance use 
disorder 

(a)(1) Every health care service plan contract issued, amended, or renewed 
on or after January 1, 2021, that provides hospital, medical, or surgical 
coverage shall provide coverage for medically necessary treatment of mental 
health and substance use disorders, under the same terms and conditions 
applied to other medical conditions as specified in subdivision (c). 

(2) For purposes of this section, “mental health and substance use 
disorders” means a mental health condition or substance use disorder that 
falls under any of the diagnostic categories listed in the mental and 
behavioral disorders chapter of the most recent edition of the International 
Classification of Diseases or that is listed in the most recent version of the 
Diagnostic and Statistical Manual of Mental Disorders. Changes in termi­
nology, organization, or classification of mental health and substance use 
disorders in future versions of the American Psychiatric Association’s 
Diagnostic and Statistical Manual of Mental Disorders or the World Health 
Organization’s International Statistical Classification of Diseases and Re­
lated Health Problems shall not affect the conditions covered by this section 
as long as a condition is commonly understood to be a mental health or 
substance use disorder by health care providers practicing in relevant 
clinical specialties. 

(3)(A) For purposes of this section, “medically necessary treatment of a 
mental health or substance use disorder” means a service or product 
addressing the specific needs of that patient, for the purpose of preventing, 
diagnosing, or treating an illness, injury, condition, or its symptoms, 


