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AMENDED IN ASSEMBLY SEPTEMBER 20, 1971

CALIFORNIA LEGISLATURE—1971 REGULAR SESSION

ASSEMBLY BILL No. 2860

#

Introduced by Assemblymen Burton and Brown

April 16, 1971

L ]

REFERRED TO COMMITTEE ON HEALTH

e
— e
fr————

An act to add Division 8 (commencing with Section 10000) to
 the Labor Code, relating to health care, and making an
. appropriation therefor.

LEGISLATIVE COUNSEL'S DIGEST
AB 2860, as amended, Burton (Health). Health insurance.
Adds Div. 8 (commencing with Sec. 10000), Lab.C. |
Enacts a program of comprehensive health insurance

‘administered by the state.

Vote—%; Appropriation—Yes; Fiscal Committee—Yes.

The people of the State of California do enact as follows:

. SECTION 1. Division 8 (commencing with Section
10000) is added to the Labor Code, to read:

DIVISION 8. CALIFORNIA STATE
COMPREHENSIVE HEALTH INSURANCE

CHAPTER 1. GENERAL PROVISIONS

©C oo~ Ui G DD e

10000 This division shall be known and may be cited
10 as the Health Insurance Act.
11 10001. The Legislature hereby finds that the benefits
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of the recent great advances in medical science have not §
reached all the people in the state; that adequate hospital }
and medical care is not available to all those who need it; |
that only the highest-income groups and the poor who
are aided by public or private charity are relieved of the
ever-present concern over costs of personal health
services, while the vast middle-income and relatively low
income groups are left to cope with the shattering costs.
of serious or prolonged illness; that the maldistribution of
available medical and hospital services causes, among
other things, wholly inadequate provision for the health
needs of families residing in our inner cities and rural
areas; that very few voluntary health insurance plans
provide adequate benefits and then at costs beyond the
reach of those families who most need such services; and
that medical and hospital services and facilities must be
expanded if the public health and welfare are to be
preserved and protected. The Legislature hereby
declares, as the public policy of the state, that adequate
medical and hospital care is a basic need and rlght of g
every resident of the state, that fulfilling this need is a:
duty and concern of the state and will best be
accomplished by the establishment of a comprehensive 1
statewide health insurance system which will make -
preventive and curative health services and adequate
hospital facilities available to all.

CHAPTER 2. DEFINITIONS

10050. Wherever used in thjs division, the terms .
hereinafter defined have the m#anings ascribed to them
in this section except where thé context requires a
different meamng

10051. “Commission” means the Health Insurance g
Commission.

10052. “Certified hospital” means any hospital
certified pursuant to this division and shall include 2
nongeriatric facility or other facility designed primarily
for persons who are in need of acute medical or nursing
care and not for the senile aged who are in need only of f
custodial care and maintenance.
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10053. “Certified medical group” means any group of
physicians or persons licensed under Sections 2943 or
9041 of the Business and Professions Code certified
pursuant to this division as (a) having the necessary
qualifications and engaged in the practice of the several
specialties and areas of medicine prescribed by the
commission and the necessary office space, equipment,

facilities and medical apparatus required by the

commission, (b) meeting the standards and other
requirements established by the commission, and (c)
affiliated with at least one certified hospital.

10054. “Comprehensive hospital services” means all
services, as determined by the commission, performed in
a certified hospital which are directly related to patient
care, including, but not limited to, inpatient diagnostic,
laboratory, medical and surgical care, ambulatory care in
the hospital and in such decentralized care centers as the
hospital may establish or designate and the furnishing of
drugs and medicines prescribed pursuant to Section
10209. -

10055. “Comprehensive medical services” means all
medical services, as determined by the commission,
including services performed by persons licensed under
Sections 2943 or 9041 of the Business and Professions
Code, except those performed by an optometrist,
podiatrist, chiropractor or dentist (other than dental
surgical care) and except for any service which an
individual is eligible to receive from the United States, or

"in any institution, or from any provider of care, wholly

supported by federal funds.

10056. ““Scheduled hospital services” means those
services directly related to patient care, performed in a
duly licensed hospital, including but not limited to,
inpatient diagnostic, laboratory, medical and surgical
care, and ambulatory care, as determined and at the rate
determined from time to time by the commission and the
furnishing of drugs and medicines pursuant to Section
10210.

- 10057. “Scheduled medical services” means those

‘medical services, except those performed by an
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optometrist, podiatrist, chiropractor or dentist (other
than dental surgical care), as determined and at the rate
determined from time to time by the commission, but
shall not include any service which an individual is
eligible to receive from the United States or in any
institution, or from any provider of care, wholly
supported by federal funds.

10058. “Director” means the Director of the Health
Insurance Commission.

10059. " “Fund” means the Health Insurance Fund.

10060. “Employer” means any person, partnership,
firm, association, public or private corporation, the legal
representatives of a deceased person, or the receiver,
trustee or successor of a person, partnership, firm,
association, public or private corporation, including the
state, municipal corporations, other governmental
subdivisions, and all public agencies and authorities, who
or whose agent or predecessor in interest has employed
three or more persons in any employment subject to this
division on each of 15 or more days within any calendar
year.

Whenever any helper, assistant or employee of an
employer engages any other person in the work which
said helper, assistant or employee is doing for the
employer, such employer shall for all purposes hereof be
deemed the employer of such other person, whether
such person is paid by the said helper, assistant or
employee, or by the employer, provided the employment
has been with the knowledge, actual, constructive or
implied, of the employer.

In determining whether an employer is subject to this

"division, and in determining the taxes for which he is

liable hereunder, such employer shall, whenever he.
contracts with any person for any work which is part of
such employer’s usual trade, occupation, profession or
enterprise be deemed to employ all employees employed
by such person for such work, and he alone shall be liable
for the taxes hereunder with respect to wages paid to
such employees for such work, unless such person
performs work or is in fact actually available to perform
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work for anyone who may wish to contract with him and
is also found to be engaged in an independently
established trade, business, profession or enterprise.

10061. “Employee” means any person employed for
hire by an employer in an employment subject to this
division.

10062. “Employment” means any employment of an
employee by an employer in which all or the greater part
of the employee’s work is performed within the state
under any contract of hire, express or implied, oral or
written, and shall include any trade, occupation, service
or profession in which any person may engage; except
service for an employee by his spouse or minor child.

10063. “Employer’s contribution” means the taxes
due to the fund under this division from an employer on
account of and on behalf of each insured person
employed by him in an employment subject to this
division during the period of such employment.

10064. “Advisory council” means the State Advisory
Health Insurance Policy Council.

10065, “Year”, for the purposes of determining
Hability for taxes and eligibility for benefits under this
division shall mean calendar year.

CHAPTER 3. HEALTH INSURANCE COMMISSION
Article 1. Administration

10100. There is in the Human Relations Agency the
Health Insurance Commission, under the control of an
executive officer known as the Director of the Health
Insurance Commission. :

10101. The commission shall consist of the director
and eight members appointed by the Governor, subject
to confirmation by the Senate.

The terms of the eight members appointed by the
Governor shall be four years except that of the members
first appointed, two shall be appointed for terms of one

- year, two for terms of two years, two for terms of three
“years and two for terms of four years. Not more than four
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of such members shall be of the same political party, and
no member may be a provider of medical or hospital
services under this division. The eight members
appointed by the Governor shall appoint a recognized
expert in the fields of public health and delivery of
medical and hospital services as director of the
commission, who shall be the chief executive and
operating officer and chairman of the commission and
shall serve for a term of four years. He shall devote his full
time and attention to the duties of his office and shall
receive the annual salary provided for in the
Government Code.

10102. Each of the appointed members shall receive
the sum of one hundred dollars ($100)} for each day
engaged in the performance of his duties under this
division, not to exceed 100 days during any one calendar
year, and, in addition thereto, shall be entitled to
reimbursement for his traveling and other expenses
actually and necessarily incurred by him in the
performance of his duties hereunder. ,:

10103. A majority of the commission shall constltute a
quorum to transact business. No vacancy shall impair the
rights of the remaining members to exercise all of the
powers of the commission so long as a majority remain.
Any investigation, inquiry, hearing or review which the
commission is authorized to hold or undertake may be
held or undertaken by or before any one member of the
commission, or by or before one or more of its deputies;
and every order made by'a member thereof, or by one or
more of its duly authorized deputies, when approved and
confirmed by a majority of the commission, and so shown
on its record of proceedings, shall be deemed to be the
order of the commission. The commission may, by
majority vote of its membership, adopt such rules of
procedure for the conduct of its business, not inconsistent
with any of the provisions of this division, as it may deem
fit and it may from time to time, by like action of 2
majority, Supplement amend, alter, modify or repeal its-
rules of procedure in any respect.

10104. The commission may establish offices and hold
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meetings in any place within the state.
Article 2. Powers and Duties

10125. The commission shall have the power to accept
grants and donations of money for any of its purposes, to
employ such persons as may be necessary to carry out the
provisions of this division, to make such contracts and
agreements as may be necessary to carry out the
provisions of this division, to adopt and enforce such rules
and regulations as may be necessary to accomplish the
purposes of this division and to carry out its provisions,
and to amend or repeal the same from time to time only
in accordance with the provisions of Chapter 4.5
(commencing with Section 11371) of Part 1 of Division 3
of Title 2 of the Government Code.

10126. The commission is hereby designated to act as
the agent of the state or of the appropriate department
thereof to submit the plan of statewide health insurance
contemplated by this division for and obtain the approval
of all federal agencies having jurisdiction and control
over state plans for rendering medical and hospital
services under federal laws, including Title XVIII and
Title XIX of the Social Security Amendments of 1965
(Public Law 89-97), as now in force or hereafter
amended, commonly known and referred to as the
medicare and medicaid programs, and to accept and
receive, and to deposit into the fund any and all grants of
money available to the state under such laws, in
reimbursement for the cost of such services or programs
or otherwise. The commission shall act as the agent of the
state or of the appropriate department thereof in any
negotiations relative to the submission and approval of
such plan and make any arrangement not inconsistent
with law which may be required by or pursuant to such
federal law tc obtain and retain such approval and to
secure for the state the benefits of the provisions of such
federal laws.

10127. The commission shall require all providers of
medical services and hospital services to render detailed
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records of such services, including the person to whom

rendered, the person by whom rendered, and the total

fees therefor.

10128. The commissiori shall establish, by rule or
regulation, procedures to receive complaints in respect of
services and benefits furnished under this division, and
for appeals to the commission by persons aggrieved by
any determination made under this division.

10129. All records of the commission except the
personal medical records of persons receiving benefits
under the provisions of this act and all personnel records
of employees of the commission shall be deemed to be
public records for all purposes.

10130. In addition to all of the duties, powers and
authorities specifically imposed and conferred upon the
commission by this division, the commission shall serve
and function as a regulatory and policymaking body and
it shall have full power and authority:

(a) After consultation with the advisory council, to
establish standards of administration throughout the state
to effect maximum efficiency and quality of medical and
hospital services and to prevent overutilization of such
services; such standards shall include provisions for
continuing medical education;

(b) To supervise and make inquiries and
investigations into the administration of this division and
the furnishing and payment of the benefits therein
provided and to do all things it deems necessary or
proper to improve the same throughout the state or in
any part thereof; \

(c) If, after inquiry or investigation, it is satisfied that
the benefits provided by this division are not being
furnished adequately, properly or efficiently within any -
local area, to authorize the director to make
arrangements and do all other things he deems fit or
necessary in order to insure the adequate, proper and
efficient furnishing of said benefits within said local area
including. assistance in the establishment of certified
medical groups;

(d) After consultation with the advisory council as to
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questions of general policy and administration, to study
and make recommendations as to the most effective
methods of providing benefits, and as to legislation and
matters of administrative policy concerning health and
related subjects;

(e) To delegate to any officer or employee of the
commission such of its powers and duties, except that of
prescribing rules and regulations, as it may consider
necessary and proper to carry out the purposes of this
division;

(f) To make inquiries into the causes and results of
sickness and injuries, the sources of mortality and the
effect of localities, employments and other conditions
upon the health of the persons entitled to the benefits
provided by this division and of the public generally; to
obtain, collect, preserve and, from time to time, publish
such information relating to mortality, sickness, injury
and health as may be useful in the administration of this
division or may contribute to the promotion of health or
the security of life;

(g) To promote the health and safety of the persons
entitled to the benefits provided by this division and to
take such steps within its means as it may deem feasible
and appropriate to reduce and prevent sickness, injury
and death among such persons;

(h) To cooperate with public health officers and all
other agencies, public and private, in the improvement
of public health and sanitation and in the promotion of
public education in all matters pertaining to health;

(i) To acquire, by purchase, exchange or otherwise,

. personal and real property and to erect, construct and.

equip buildings necessary to the proper administration of
this division and the exercise of its duties, powers and
authorities thereunder; and

(j) To make grants for medical research.

10130. It shall be the duty of the commission to make
a written report to the Governor and the Legislature not
later than December 1st of each year on the operation
and administration of this division in all its phases.

10132. The director shall be the chief executive and
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operating officer under this division and he shall have all
the duties, powers and authorities imposed and granted
by this division or assigned to him by the commission. As
representative of the commission and under its direction,
he shall supervise, direct and control the administration
and enforcement of this division throughout the state,
and all administrative and executive powers and duties
needed for the proper administration and enforcement .
of this division shall be vested in the director to be
exercised by him within the provisions of this division and
the rules and regulations adopted thereunder and subject
to the policies and in accordance with the principles
established by the commission. He shall have full power
and authority to appoint and employ such employees and
assistants as may be required for the the administration
of the provisions of this division, to fix their compensation
within the amount available therefor, and to prescrlbe
their duties.

CHAPTER 4. ADVISORY HEALTH INSURANCE
Poricy COUNCIL

10150. There is hereby established in the commission
an advisory health insurance policy council to consist of
14 members. Two of such members shall be generally
representative of industry and two of such members shall
be generally representative of labor, three of such
members shall be generally representative of consumer
groups; one shall be a public member; one shall be
representative of government; one shall be generally
representative of the medical schools in the state and one
each shall be generally representative of providers of
comprehensive medical services, scheduled medical
services, comprehensive hospital services, and scheduled
hospital services under this division.

10151. The advisory council shall meet not less
frequently than twice a year and whenever at least six of
the members request a meeting.

10152. The commission shall appoint the members of
the advisory council who shall hold office for a term of
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four years, except that any member appointed to fill a
vacancy occurring prior to the expiration of the term for
which his predecessor was appointed shall be appointed
for the remainder of such term, and the terms of office
of the members first taking office shall expire, as
designated by the commission at the time of
appointment, two at the end of the first year, four at the
end of the second year, four at the end of the third year,
and four at the end of the fourth year, after the date of
appointment.

10153. Each appointed member shall receive
compensation at the rate of seventy-five dollars ($75) per
day for each day spent in attending meetings of the
advisory council and for the time devoted to official
business of the advisory council under this chapter,
inclusive of travel time; and actual and necessary
traveling and other expenses while away from his place
of residence upon official business under this chapter.

10154. The advisory council, and each of its appointed
members, may be provided by the commission with such
secretarial, clerical or other assistants as the commission
shall authorize.

10155. The commission, by a majority vote, may at
any time remove any member of the council for cause
after a hearing on written charges.

10156. The advisory council shall advise the board and
the director with reference to all questions of general
policy and administration in carrying out the provisions
of this division.

10157. The advisory council may establish special
advisory, technical, regional, or local committees or
commissions for local areas or regions of the state whose
membership may include members of the advisory
council or other persons or both, to advise upon general
or special questions, professional and technical subjects,
questions concerning administration, problems affecting
regions or localities, and related matters.

CHAPTER 5. HEALTH INSURANCE SYSTEM
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Article 1. Eligibility and Coverage

10200. A statewide health insurance system is hereby
established. Such system shall consist of Plan 1 and Plan
2, as hereinafter defined. Every person eligible for
coverage under such system shall elect coverage under
Plan 1 or Plan 2, in the manner hereinafter provided.

10201. Every bona fide resident of this state except
those on active duty in the armed forces of the United
States and those confined in federal, state and local penal
institutions shall be eligible for the benefits of the health
insurance system set forth in this division.

10202. A person electing coverage under Plan 1 may
become a patient of any certified medical group in the
state. As such patient he shall be entitled to receive
comprehensive medical services from such group and -
comprehensive hospital services in the certified hospital
with which such group is affiliated. If such person
receives or is eligible to receive benefits under Title
XVIII of the Social Security Amendments of 1965 (Public.
Law 89-97), as now in force or hereafter amended,
commonly known as the medicare program, he shall be
entitled to benefits under this division only after he has
exhausted such benefits under such law or program,
unless he assigns to the commission all of his right, title
and interest in and to reimbursement for such benefits as -
may be provided under this division. |

10203. (a) A person electing coverage under Plan 2
shall be entitled to receive reimbursement for scheduled
medical services furnished to him, in accordance with the
fee schedule promulgated by the commission and he shall
also be entitled to receive scheduled hospital services, in
accordance with the fee schedule promulgated by the
commission. If such person receives or is eligible to
receive benefits under Title XVIII of the Social Security
Amendments of 1965 (Public Law 89-97), as now in force
or hereafter amended, commonly known as the medicare
program, he shall be entitled to benefits under this
division only after he has exhausted such benefits under
such law or program, unless he assigns to the corporation
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-all of his right, title, and interest in and to reimbursement

for such benefits as may be provided under this division.

(b) Such person shall pay in the first instance for all
such medical services furnished to him and shall be
entitled to be reimbursed therefor by the commission, in
accordance with the fee schedules promulgated by the
commission and the provisions of this division.

(c) Before receiving reimbursement for medical
services or hospital services furnished to such person,
such person shall assume, bear and pay the first fifty
dollars ($50) of the cost of such services rendered to such
person in any one calendar year, not to exceed one
hundred fifty dollars ($150) for a family group consisting
of a person and his legal dependents for personal income
tax purposes, and 20 per centum of the remainder of such
costs.

(d) The first fifty dollars ($50) of the cost of hospital
services rendered to each such person shall be borne by
and paid by such person directly to the hospital in which
such services were rendered unless satisfactory proof is
furnished to such hospital that such person has already
paid such amount for such services in such calendar year.
In addition thereto, such person shall bear and pay for
such services 20 per centum of the remainder of such
costs. The balance of such costs shall be paid by the
commission directly to such hospital, in accordance with
the rules and regulations of the commission.

10204. Every person electing coverage under either
Plan 1 or Plan 2, who is receiving or is eligible to receive

- medical assistance under the provisions of the Medi-Cal

Act, shall be entitled to additional benefits, as provided in
Chapter 7 (commencing with Section 14000) of Part 3 of
Division 9 of the Welfare and Institutions Code.

10205. The corporation shall bill the Department of
Health Care Services for the nonfederal share of the total
cost of all services furnished by the commission pursuant
to Section 10204, and the Department of Health Care
Services shall pay to the commission the amount of all

- such bills out of any moneys available to such department

for medical assistance at such times and in such
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installments as the commission and such department may
mutually agree upon.

10206. Every person eligible for coverage under the
health insurance system shall apply to the commission for
coverage on forms to be furnished by the commission. If
electing Plan 1, he shall indicate on such application the
name of the certified medical group of which he chooses
to be a patient. The commission shall issue an appropriate
identification card to all eligible applicants. Eligible
applicants may also apply in behalf of their dependents
who must also qualify for eligibility under this division.

10207. Except in cases of change of residence, no.
person may transfer from one plan to another or from one
certified medical group to another within Plan 1 except
during the third quarter of each year, to be effective on-
the first day of January next succeeding.

10208. The commission shall publish and otherwise
make known in each local area the names and addresses
of certified medical groups and the names of the
physicians therein who have agreed to furnish services as
benefits under Plan 1. .

10209. All prescriptions for drugs ordered by a
member of a certified medical group or by a certified
hospital for a patient electing coverage under Plan 1 who
is a patient of such group or who is being treated in such
hospital as a patient of such group shall be filled by the
pharmacy in such hospital and included as part of the.
comprehensive hospital services furnished to such
patient. At the option of any such outpatient, such
prescriptions may be filled at any licensed or registered
pharmacy in this state, subject to the rules, regulations
and fee schedules promulgated by the commission. In the
event of the exercise of such option by such outpatient,
the pharmacy filling such prescriptions shall bill the
commission for the amounts due therefor, in accordance
with the fee schedule promulgated by the commission,
and the commission shall audit and pay to such pharmacy
the amount due on such bill and deduct the amount of
such payment from any moneys to which the certified
hospital, which would otherwise have filled such
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prescription, shall be entitled to receive from the

commission under this division.

10210. All prescriptions for drugs ordered for a
patient electing coverage under Plan 2 who is being
treated in a hospital as a patient under such plan shall be
filled by the pharmacy in such hospital as part of the
scheduled hospital services furnished to such patient.

Article 2. Certification

10225. A group of physicians may apply to the
commission to be certified as a medical group under and
for the purposes of this division. Each such group shall be
composed of physicians having the necessary professional
qualifications and be engaged in the practice of the
several specialties and areas of medicine prescribed by
the commission. Each such group must be affiliated with
at least one certified hospital by contract in accordance
with this division and the rules and regulations of the
commission. Except for reasons satisfactory to the
commission, each such group shall accept as a patient any
person eligible for coverage under the health insurance
system who elects Plan 1 and applies for medical care by
such group. Each such group shall furnish such
comprehensive medical services to all of such persons as
may be necessary. |

10226. Existing groups providing personal health
services on the effective date of this division may receive
interim certification as a certified medical group by the
commission under rules and regulations to be
promulgated by the commission; provided that such
interim certification shall not be for a period of more than
two years. During such period of interim certification the
commission may adjust payments to be made under the
provisions of this chapter.

10227. Any city or county medical society may qualify
as a certified medical group under Plan 1, provided it
meets the qualifications and standards established by the
commission.

10228. Certification of hospitals. 1. Any duly
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approved and legally operated hospital in this state may
apply to the commission for certification as a certified
hospital under and for the purposes of this division. Such
hospital shall comply in all respects with the
requirements, qualifications and standards established
and promulgated by the commission. Such hospital must
have entered into an affiliation agreement with at least
one certified medical group. Such agreement shall
comply with the rules and regulations of the commission
and copies of such agreement shall be filed with the
board and such agreement shall be a public record. Such
agreement must provide that the hospital will accept as
patients therein all persons who are patients of the
certified medical group making such agreement and
allow all of the physicians constituting such group
hospital privileges for the purpose of attending, treating
and caring for such patients in such hospital. Every
certified hospital shall furnish such comprehensive
hospital services to all of the patients of the certified
medical group or groups with which it is affiliated under
and for the purposes of this division. |

10229. The commission may, by order, require a
certified hospital to enter into an affiliation agreement
with one or more additional certified medical groups if
the commission finds, that such requirement is in the
public interest and that such certified hospital has:
adequate facilities and capacity to care for the patients of
such group or groups; and failure to comply with such
order shall be sufficient ground for the decertification of
such hospital.

Article 3. Payments

10250. A per capita payment shall be made by the
commission on behalf of each person electing coverage
under Plan 1. Such payment shall be apportioned
between the certified medical group chosen by such
person and the certified hospital with which such group
is affiliated. The amount of the payment and the dates of
such payments shall be determined by the commission
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and shall be uniform throughout the state, except that it
may vary from one geographic area to another, based on
local cost differentials, as determined by the commission.
The apportionment of the total payment among the
certified medical group and the certified hospital shall be
determined by agreement between such group, such
hospital and the commission. Such agreements shall be
public records.

10251. The commission shall from time to time
establish and promulgate lists setting forth scheduled
medical services and scheduled hospital services and
payments to and on behalf of persons electing coverage
under Plan 2 shall be made in accordance with such
schedules.

Article 4. Extraordinary Medical Services

10275. (a) One per centum of the total per capita
payments to be made to certified medical groups and
certified hospitals in each calendar year for persons
electing coverage under Plan 1 shall be withheld by the
commission and paid into a special fund, which shall be
subject to and governed by the same provisions of this
division governing the health insurance fund.

(b) Such special fund shall be held for the purpose of
making the payments required by this section.

(c) In the event that any person electing coverage
under Plan 1 requires either medical services or hospital
services of an extraordinary nature which cannot be
provided by the certified medical group of which he is a
patient or by the certified hospital with which such group
is affiliated, the commission may authorize such services
to be furnished by other physicians or hospitals and shall
pay for such services from the special fund created by this
section, in accordance with a special fee schedule
established and promulgated by the commission.

10276. (a) The fees for the scheduled medical
services and scheduled hospital services listed pursuant
to Section 10251 shall be reduced by 1 per centum which
shall be withheld by the commission and paid into a
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special fund, which shall be subject to and governed by
the same provisions of this division governing the health
insurance fund.

(b) Such special fund shall be held for the purpose of
making the payments required by this section.

(c) In the event that any person electing coverage
under Plan 2 requires either medical services or hospital
services of an extraordinary nature, the commission may
authorize such services to be furnished by any physician
or hospital who or which can provide such services and
shall pay for such services from the special fund created

by this section, in accordance with special fee schedules

established and promulgated by the commission for such
extraordinary services. .

Article 5. Subrogation

10300. (a) If any of the benefits provided by this
division are furnished in the event of sickness, injury or
disability to any person who by reason of such sickness,:
injury or disability has a right to or claim for:
compensation, benefits or damages against his employer
or any other person for causing such sickness, injury or,
disability and for the damages resulting therefrom,
whether under any workmen’s compensation or
employers’ liability act, or otherwise under any statute,
ordinance, code, regulation or rule of law, the
commission shall, to the extent of the cost of the benefits
so furnished, be entitled to reimbursement out of any
sum or damages which said person receives by way of
compensation or benefits or through suit, settlement or
judgment and the commission shall, to said extent, be
subrogated to the said right or claim. Upon notice to the
one against whom said right or claim exists or is asserted,
the amount to which the commission is so entitled by way
of reimbursement shall be a lien upon said right or claim
and the said sum or damages paid or received
thereunder. Nothing in this section contained shall be
construed to prevent the prompt furnishing of any
benefits to any person pending the settlement or
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determination of any such right or claim had or asserted
by such person and the cost of any benefits so furnished
shall, without prejudice to any other method of recovery,
be recoverable by deduction from or suspension of any
benefits to which such person may subsequently become
entitled. If the benefits are so furnished to any person, the
commission may give notice thereof to the one against
whom such a right or claim exists or is asserted and the
latter may repay to the commission the amount and cost
of the benefits so furnished and such repayment shall, up
to the amount thereof, be a full and valid discharge to him
in respect of his liability to such person.

(b) If a person receiving the said benefits provided by
this division for sickness, injury or disability has any such
right or claim and fails, after a period of six months from
the date such right or claim accrues, to take action or
proceedings to enforce the same, it shall be lawful for the
commission, at its own expense, to take such action or
proceedings in the name and on behalf of such person, in
which case any sum recovered by settlement or
judgment in excess of the claim for reimbursement given
to the commission and the reasonable expense of the
action or proceedings shall be held by the commission as
trustee for such person.

(c) A compromise of any such claim or cause of action
by the employee in an amount less than the cost of the
health insurance benefits furnished or to be furnished
pursuant to this division shall be made only with the
written consent of the commission.

(d) All moneys received pursuant to this section shall
be deposited into the state health insurance fund for the
purposes of such fund.

CHAPTER 6. FISCAL PROVISIONS
Article 1. Payroll Tax
10350. (a) A taxishereby levied upon each employer

in this state based upon his gross annual payroll. If such
annual payroll is under one hundred thousand dollars,
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($100,000) the rate of the tax hereby imposed shall be 1%
percent. If such annual payroll is one hundred thousand
dollars ($100,000) or more but less than five hundred
thousand dollars ($300,000), the rate of the tax hereby
imposed shall be 2 percent. If such annual payroll is five
hundred thousand dollars ($500,000) or more, the rate of
the tax hereby imposed shall be 2% percent. The
Franchise Tax Board shall adopt rules and regulations for
the determination of an employer’s gross annual payroll,
for the purposes of this section, based upon the projection
of such employer’s gross weekly payroll or gross monthly
payroll or other substantially similar factors. o
(b) Such tax shall be due on the date when the wages
or compensation of the employees on such payroll is due

-and payable to such employees and shall be payable to

the Franchise Tax Board at such time, not less frequently
than monthly, as the Franchise Tax Board may prescribe.

(c) The returns for such tax shall be in such form and
shall contain such information as the Franchise Tax Board
may prescribe. The Franchise Tax Board shall deposit all
such taxes into the Health Insurance Fund.

(d) All of the provisions of the tax law relating to the
imposition and collection of all other taxes administered
by the Franchise Tax Board shall apply, insofar as

~ practicable, to the tax imposition by this section.

Article 2. Health Insurance Tax

10375. A tax, to be known as the health insurance tax,
is hereby imposed upon the personal income of every
resident person who is subject to the tax on personal
income imposed by the state tax law. The amount of such
tax shall be calculated by applying the rate schedule set
forth in Section 10376 to every resident taxpayer’s taxable
income as shown on his personal income tax return
required by and filed under the state tax law. The
Franchise Tax Board shall require the annual income tax
return filed by every resident taxpayer to show the
amount of the tax imposed by this chapter and the
calculation thereof. The Franchise Tax Board shall adopt
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such rules and regulations as may be necessary to provide
for estimating and withholding such tax throughout the
year. ror the purposes of administration, collection and
enforcement, the tax imposed by this chapter shall be
considered an additional income tax and shall be subject
to all of the provisions of law governing the
administration, collection and enforcement of the tax on
personal incomes imposed by the state tax law. The
Franchise Tax Board shall deposit all taxes, interest and
penalties collected pursuant to this chapter into the
Health Insurance Fund.

10376. Rate Schedule

If the California
taxable income is: The tax is:
Not over $3,000 ......cccoeeveenenn. 0.2% of the California

taxable income
Over $5,000 but

not over $10,000 .................. $10 plus 0.6% of excess over
$5,000
Over $10,000 but
not over $15,000 ................ $40 plus 1% of excess over
$10,000
Over $15,000 but ,
not over $20,000 .................. $90 plus 1.5% of excess over
$15,000
Over $20,000 but
not over $25,000 .................. $165 plus 2% of excess over
$20,000
Over $25,000 but
not over $30,000 .................. $265 plus 2.5% of excess
: over $25,000
Over $30,000........ccevevvviverrneennn $390 plus 3% of excess over
$30,000

10377. A person electing coverage under Plan 2 who
is 65 years of age or older shall have a credit against the

‘tax due under this chapter for the amount of premiums

paid by him during the taxable year for supplementary
medical benefits under Part B of Title XVIII of the Social
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Secunty Amendments of 1965 (Public Law 89-97), as now
in force or hereafter amended.

10378. The employer of any person subject to the tax
imposed by this chapter may agree with such person to
assume, bear and pay all or any part of an amount
equivalent to such part of such tax as would be due and
payable by such employee if the compensation paid to
him by his employer constituted his sole income. Such
payment may be made by the employer to the employee
in a lump sum or the employer may regard and treat such
payment as additional withholding for personal income
tax purposes and, in the latter event, the employer shall
furnish the employee annually with a statement of the
amounts so withheld.

Articlg 3. Health Insurance Fund

10400. There is hereby created in the State Treasury
a fund to be known as the Health Insurance Fund. It shall
consist of all taxes, contributions, interest, penalties and
money paid into and received by the fund as provided by
this division; of property and securities acquired by and
through the use of moneys belonging to the fund; and of
interest and other income earned by the fund. The taxes,
contributions, interest, penalties and money paid into
and received by the fund pursuant to this division,
together with the interest and income earned thereon,
shall be held in trust by the state and shall be used to pay
the cost of all benefits provided by or pursuant to this
division, the entire cost of administering such benefits,
and such portion of all other expenditures necessary for
the proper execution of the provisions of this division as
is properly allocable to the administration of such
benefits.

10401. The Director of Finance shall be the custodian
of the fund and all disbursements therefrom shall be paid
by him, after audit by and on the warrant of the
Controller, on vouchers certified by or pursuant to the
regulations of the commission, or by its duly authorized
deputies or employees.
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10402. The Director of Finance is hereby authorized
to deposit any portion of the fund not needed for
immediate use, in the same manner and subject to all
provisions of law with respect to the deposit of other state
funds held by him; and all interest earned by such portion
of the fund as may be deposited by him in pursuance of
the authority herein given shall be collected by him and
placed to the credit of the fund.

10403. Any of the surplus or reserve belonging to the
fund may, by order of the commission, as approved by the
Controller, be invested in any obligations of the United
States of America or in obligations of this state. All such
securities shall be placed in the hands of the Director of
Finance who shall be custodian thereof. He shall collect
the principal, interest and other income thereof, when
due, and pay the same into the fund. The Director of
Finance shall pay all vouchers drawn on the fund for the
making of such investments when signed by the
commission, upon delivery of such securities to him,
when there is attached to such vouchers the approval of
the Controller. The commission may sell any of such
securities, and the Director of Finance shall make
delivery thereof upon the order of the commission, and
the proceeds of any such sale shall be paid by the
purchaser to the Director of Finance, upon delivery of

said securities, and placed by him to the credit of the

fund.

10404. The fund shall be the sole and exclusive source
for the payment of benefits furnished under and the
payment of expenses incurred in connection with the
administration of this division and such benefits shall be
due and payable only to the extent that the taxes,
contributions and other moneys paid into the fund
pursuant to this division article, with the increments
thereon, actually collected and credited to the fund and
not otherwise appropriated or allocated, are available
therefor. |

10405. All money in the fund is hereby appropriated
for expenditure for the purposes specified in this division.
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Article 4. Federal Grants

10425. In the interest of coordination and efficiency
the commission is hereby designated as the agent of the
state or of any department thereof to administer and
expend any and all grants of money allocated or made

available to the state under any act of Congress for

grants-in-aid for health insurance or for any of the other
purposes of this division to the extent that such benefits
are provided by the corporation under this division. The
commission is hereby authorized to do any and all things,
not inconsistent with law, necessary to meet the
requirements of any such act.

10426. The Director of Finance is hereby authorized
to accept and receive on behalf of the state any and all
grants or allotments of money made available to the state
by or pursuant to any act of Congress for health insurance
or for any of the other purposes of this division, to the
extent that such benefits are provided by the commission
under this division. All moneys so accepted and received
shall be deposited by the Director of Finance in the fund
for use exclusively for the purposes for wh1ch such grants
or allotments were made.

10427. The commission is authorized to enter into any
agreement with any agency of the federal government to
receive any federal grant or subsidy which may be

available for financing, in whole or in part, the cost of.

furnishing benefits under this division including any
payments in lieu of the payroll tax imposed upon other
employers pursuant to Chapter 6 (commencing with
Section 1035) of this division. The commission is
authorized to comply with any condition or requirement,
not inconsistent with the provisions of this division or
other provisions of law, imposed in connection with the
receipt of any such grant or subsidy.

SEC. 2. The provisions of this act shall cease to be
operative or have any force or effect if and as of the date
when any act of Congress whereby and whereunder a
federally administered nationwide system or plan of
health insurance affording the same or substantially
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similar benefits to the residents of this state as those
provided by this act, shall become operative and effective
within this state, except that such of the provisions of this
act as are deemed by the Health Insurance Commission
to be necessary for it to furnish or pay for benefits under
this act for which such commission became obligated
prior to such date or to collect taxes and contributions
which have theretofore accrued shall continue in force
and effect and such commission shall have full power and
authority to furnish and pay for such benefits and to
collect such taxes and contributions.

SeEc. 3. Notwithstanding any other provision of law

no policy or contract of accident insurance, health

insurance, health and accident insurance, group health
insurance, group accident insurance, group accident and
health insurance, and no policy or group policy or
contract or group contract of medical expense indemnity
or hospital service indemnity insuring a person who is
eligible for coverage under this act shall be issued or
renewed for such coverage on or after the date when
such coverage and the benefits thereunder become
effective, but all such existing policies and contracts shall
continue in full force and effect until their respective
dates of expiration, unless the insurer issuing such policies .
and contracts agrees with the Health Insurance
Commission for the transfer to it and the assumption by
it of all of the obligations of such insurer under such
policies and contracts for and during the unexpired terms
thereof.

SEC. 4. Notwithstanding any other provision of law
the operation and effectiveness of so much of the
provisions of Chapter 7 (commencing with Section
14000) of Part 3 of Division 9 of the Welfare and
Instituticns Code, which establish, limit and define the
benefits under this act is hereby superseded and replaced
by the benefits provided for persons eligible for the
benefits set forth in this act; but if, for any reason, it is
determined that the state is ineligible to receive federal

reimbursement for medical services and hospital services

furnished under this act to persons for whom the state
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would be el;g1ble to receive such federal rexmbursemen’c

if they hdd received medical assistance as needy persons

under Chapter 7. (commencing with Section 14000) of
Part 3 of Division 9 of the Welfare and Institutions Code,
then the provisions of such chapter shall be deemed to
have continued in full force and effect so as to qualify the
state for federal reimbursement for the cost and .
administration of the medical services and hospital -
services furnished to such persons under this act in the

same manner and to the same extent as if such services -

had been furnished to such persons under and pursuant .
to Chapter 7 (commencing with Section 14000) of Part 3 .
of Division 9 of the Welfare and Institutions Code. '.
SEC. 5. (a) The sum of five million dollars
($5,000,-000), or so much thereof as may be necessary, is
hereby appropriated in the first instance to the Health °
Insurance Commission out of any moneys in the State

- Treasury not otherwise approprlated and is hereby made

available to such commission to defray ‘its expenses, .
including personal service, maintenance and operation,
traveling and other expenses, within and without the
state, incurred by the commission in preparing and

_settmg up the administrative machinery preparatory to

carrying out the provisions of this act, and makmg the
payments provided for thereunder.

(b) The moneys appropriated by this section shall be
payable from the State Treasury on the audit and warrant
of the Controller on vouchers certified or approved in the
manner prescribed by law.
" (¢) The Health Insurance Commission shall relmburse |

-the state for all moneys expended out of the

appropriation made available for its use by this section -

“and the state shall-have a lien on the moneys deposited

into the Health Insurance Fund pursuant to this act, to
the extent necessary to assure such reimbursement. The -
time and manner of such reimbursement shall be agreed .
upon by such commission and the Controller. ‘.

SeEC. 6. This act shall take effect July 1, 1972, except -
that Section 5 of this act and the admlmstratwe provisions
of Section 1 of this act shall. become operative on its
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effective date, to the end that the statewide health
insurance system provided by this act shall become fully
operative and effective on July 1, 1972, and except that

- the taxes imposed by Article 1 (commencing with Section

10350) and Article 2 (commencing with Section 10375) of
Chapter 6 of Division 8 as added by Section 1 of this act
shall be due and payable from and after January 1, 1972



CALIFORNIA LEGISLATURE—1972 REGUILAR SESSION

ASSEMBLY BILL - No. 1199

Introduced by Assemblyman Moretti

March 14, 1972

—————

REFERRED TO COMMITTEE ON HEALTH

An act to add Division 22 (commencing with Section 30000)
to the Health and Safety Code, relating to health care
services.

LEGISLATIVE COUNSEL’S DIGEST
AB 1199, as introduced, Moretti (Health). Health care
services. : :
- Declares legislative intent to establish a statewide
comprehensive health security program.
Vote—Majority; Appropriation—No; Fiscal
Committee-—No.

The people of the State of California do enact as follows:

SECTION 1. Division 22 (commencing with Section
30000) is added to the Health and Safety Code, to read:

DIVISION 22. HEALTH CARE SERVICES
CHAPTER 1. GENERAL PROVISIONS

30000. This division shall be known as and may be
cited as the Health Security Act. The program established
by this act shall be known as and may be cited as the
11 Health Security Program.

12 . 30001. The Legislature hereby finds that the benefits

j—
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of the recent great advances in medical science have not
reached all the people in the state; that adequate hospital
and medical care is not available to all those who need it;
that only the highest-income groups and the poor who
are aided by public or private charity are relieved of the
ever-present concern over costs of personal health
services, while the vast middle-income and relatively low
income groups are left to cope with the shattering costs
of serious or prolonged illness; that the maldistribution of
available medical and hospital services causes, among
other things, wholly inadequate provision for the health
needs of families residing in our inner cities and rural
areas; that very few voluntary health insurance plans
provide adequate benefits and then at costs beyond the
reach of those families who most need such services; and
that medical and hospital services and facilities must be
expanded if the public health and welfare are to be
preserved and protected. The Legislature hereby
declares, as the public policy of the state, that adequate
medical and hospital care is a basic need and right of
every resident of the state, that fulfilling this need is a
duty and concern of the state and will best be
accomplished by the establishment of a comprehensive
statewide health security system which will make
preventive and curative health care services available to
all those who need them based upon their ability to
reasonably pay for such services.

01198 2119930 49



AMENDED IN SENATE JULY 3, 1972
AMENDED IN SENATE APRIL 27, 1972

SENATE BILL No. 770

Introducea by Senator Moscone

March 14, 1972

An act to add SECTION 15702.2 TO THE GOVERNMENT
CODE, TO ADD Division 22 (commencing with Section
30000) to the Health and Safety Code, to add Sections
2151.1, 2151.2, 2151.3, HEEA and 170444 t6 AND 2151.4 TO,
AND TO ADED PART 107 (COMMENCING WITH
SECTION 19601) TO DIVISION g OF, the Revernue and
Taxation Code, to amend Seciion 14005.6 of, and to repeal
Sections 14132 and 14134 of, the Welfare and Institutions
Code, relating to health protection.

LEGISLATIVE COUNSEL'S DIGEST

SB 770, as amended, Moscone. Health care services.

Provides for statewide compulscry comprehensive health
insurance plan financed through payroll taxes with
employer-employee contributions and statewide property
tax, plus existing sources of funding for health care services.
Establishes such plan basically through capitation contracts
between the state and prepaid health plans, under which the
state pays a specified amount per enrolee to the prepaid
health plan; provides for a period during which transition to
such system may occur. Specifies uniform comprehensive
service benefits; includes Medi-Cal recipients in such uniform
comprehensive services benefits, superseding the present
basic schedule of benefits under Medi-Cal. fliminates prior
authorization, copayment, and relative’s responsibility under
Medi-Cal.

Creates a State Health Commission of 9 Cull-time members,
a majority of whom ure consumer representatives, and
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creates 7 to 10 regional health jurisdictions iz the state for
planning, operations and evaluation of health services. Places
under commission administration all state administrative
entities related to health care services and included in the
Governor’s Reorganization Plan No. 1 of 1970. Conveys broad
wowers on the commission to enter into prepaid health
contracts with various classes of providers, to demand full
fiscal disclosure of providers, to set rates of reimbursement, to
adopt standards for various providers, and to administer a
state health fund. Designates a percent of revenue for
purposes of health resources development with priority to
undersc ved communities and for developing health
programs to meet special health problems, including those
anticipated in prepaid plans developed for high-risk
populations.

Makes legal residents of the state eligible, including
Medi-Cal recipients and nonresident migrant agricultural
workers employed in California agriculture. Excludes federal
employees and armed services personnel, but permits federal
emplovees to participate on a voluntary basis. Requires
treatment plans for long-term care and excludes payments for
residential and custodial care.

Vote—Majority; Appropriaticn—No;

Fiscal Committee—Yes.

The people of the State of California do enact as follows:

SECTION 1. Section 157022 is added to the
Government Code, to read:

15702.2. The Franchise Tax Bouard is authorized to
delegate to the Department of Human Resources
Development which is authorized to accept, exercise,
and perform, the powers and duties necessary to
administer the reporting. collection, refunding. and
enforcement of taves imposed on the wages paid to
employecs by employers under Part 10.7 (commencing
with Section 19601) cf Division 2 of the Revenue and
Taxation Code, The Franchise Tax Board is authorized to
delegate to the California Unemployment Insurance
Appeals Board which is authorized to accept. exererse,
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and perform, under rules it adopts, the powers and duties
to administer appeals and petitions relating to such
provisions of Part 10.7. The delegation to the Department
of Human Resources Development shall not, however,
include the power and duty of the Franchise Tax Board
to adopt rules and regulations.

Sec. 1.5. Division 22 (commencing with Section
30000) is added to the Health and Safety Code, to read:

DIVISION 22. CONSUMER HEALTH
PROTECTION

CHAPTER 1. GENERAL

30000. This act shall be known and may be referred to
as the Consumer Health Protection Act of 1972.

30001. The Legislature hereby finds and declares that
the cost of heath care now exceeds the ability to pay for
the average Californian. The rate of inflation of fees and
hospital charges has been twice as high as that indicated
by the consumer price index which led to the national
price freeze. Presently, hespital health insurance pays
only for about 35 percent of the medical cost of the
average citizen of the state. Expanded insurance
protection has been seriously retarded by uneentrolable
uncontrolled inflation in health care costs.

The Legislature can assure all citizens of the state that
they will be able to afford necessary health services on an
equitable basis only through compulsory statewide health
insurance accomplished through a payroll deduction
made by employers and employees, through a county
equalization tax for health care of medical indigents, and
through all present and future state and federal fundmg
for health care services. In addition to the financial issue,
the Legislature must also deal directly with those factors
responsible for the inflationary soiral in health costs.
These are unnecessary hospicalization services which are
perforined  without  medical  justification, with
inefliciency in the organization and management of
health services, unnecessary duplication of community
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health facilities and services, and failure to place primary
emphasis on disease prevention and the maintenance of
health. The Legislature must also provide for the
protection of the consumer against hospitals and other
health care providers whose standards of care are below
accepted community practice, To accomplish these goals,
the Legislature must address itself to strengthening the
plarning of health services, improving the efficiency of
operating health services, and the development of
standards of quality sufficient to adequately protect
patients.

The Legislature has determined, therefore, tnat
prepaid capitation contracts between the state and
organized providers shall be the sole method of
reimbursement to providers of health care services, after
the necessary transition period, which is estimated to be
three four years after the elfective date of this act,

30002. As used in this division:

(a) “Prepaid health plan™ means a plan which offers a
specified comprehensive scope of benefits to an cnrolled
population for a predetermined prepaid annual

capitation rate.

Hry Hendth anintenshee organteaton meahs nay
orgamization of pfewdefs of hea}m serviees with o

formalized peer review; medien aundil and utilization

reviews and report annaaHy o s membership the fiser!

forndution whese phyyteinn membership 19 enpuble of

dircetly providing or arransing for the provision of

%pfeheﬁawe serviees to pattents enroled ty a prepatd
p«lﬁﬁ-

(b) “Health maintenance organization™ means any
organization of providers of health services with a
capacity to provide preventive and health maintenance
services toa given population of enrolled consumers i a
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prepaid health plan. In addition, such organizations shall
conduct formalized peer review, medical audit and
utilization review and report annually to their
memberships the fiscal and utilization data as well as the
location of physicians and facilities. The definition of
health mainrenance organization under this subdivision
shall include, but not be Iimited to, “medical care
foundations” and “health consumer organizations.”
Medical care foundation means any nonprofit foundation
whose physician membership Is capable of directly
providing or arranging for the provision of
comprehensive services to patients enrolled in a prepaid
health plan. Health consumer organization means any
incorporated organization of citizens whose primary
motive for organizing is to create a system of financing
and arranging for the delivery of personal health services
under circumnstances which require sensitivity to the
consumer'’s desires in this field.

&y (c¢) “Fiscal intermediary” means anv private
insurance company which performs fiscal and
administrative functions for any organization or provider
of health care, or on behalf of consumers through a
contract for health benefits.

{e+ (d) "Peer review—medical audit” means an
organized system for regular review of professional
performance in or out of the hospital by a committee of
peers. Such review is designed to judge the figness of
charges and the medical justification for case
management to assure its quality.

3 (e) “Utilization review” means an organized
review by peers designed to control or eliminate
unnecessary admissions to hospitals, and unwarranted
length of stays in hospitals.

2} (f) “Provider profiles” means computer-assisted
files of the performance of a provider over an extended
period Of time. Profiles assist peer review by the
identification of those providers whose patterns of
professional behavior do not conform to accepted
community standards defined by professional peers.

By (g) “Provider” means any licensed individual or
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organization engaged in the providing of personal health
service to the public.

¥+ (h) “State Health Commission” means that body
which under this legislation assumes broad powers and
responsibility for all the activities of the «tate government
related to provxdmg personal health care to the public.

4 “Aceredited hospitel” means a leeased hospital
seeredited by the Joint Gommission on Aeereditation for

(i) “Approved hospital” means a licensed hosoital
which meets the standards of performance as developed
by the State Health Commuission to assure quality of care,
safety of the patient, and any other suckh criteria as the
comunission deems necessary.

g “Henlth consumer organization- rmeans any
ineorperated oPgamzEation of eitizens whese primary
motive for ergamzing 15 to <reate a system of finaneins
ard  delivering  persensd  health  servtee under
eireumstanees whieh require senstbivity to  the
eonswrners desires 1 this feld:

+#+ (j) “Health facility” means any licensed facility
whose primary function is to deliver personal health
service to the public. This includes but is not limited to
health departments, outpatient clinics, hospitals, clinics,
nursing homes, home care organizations and
intermediate care facilities.

)y (k) “Prepaid capitation” means an annual fixed
premium per person paid in advance for a specified set
of comprehensive health benefits.

ny (/) “Benefit period” means the period of time
during which an enrolled person is covered under a
prepaid health plan.

toF (m) “Open enrollment” means periods during the
year when prepaid plans with the capacity to serve new
enrollees open the plans to include new enrollment ; with
ro pelietes to exelude enrollment for any reasen: . Durmg
this open enrollment period. prepaid plans shall not
exclude any enroflec for any reason. and shall accept aly
enrollecs in their order of enrollment.

tpr (1) “Allied health professional” means any
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professional person involved in the provision of skilled
health service both directly and indirectly in support of
physicians and health institutions engaged in the delivery
of health care services.

+g¥ (o) “Health surveyor™” means a health professional
trained in the surveillance of the quality of care provided
by any provider or institution which is engaged in the
delivery of health care services.

/p) “Out of area emergency services' means medical
treatment for any sudden or unexpected illness, or the
medical treatment of an injury or injuries caused by an
accident. Such illnesses or injuries shall be those
requiring medical services at a location outside the
immediate area of the patient’s own health maintenance
organization, and requiring the medical services of
another provider of health care services, so as to not
compromise the quality of care or safety of the patient by
delaying treatment.

(q) “Enrollee” means a person who has voluntarily
enrolled as a beneficrary of a health benefit plan.

CHAPTER 2. ADMINISTRATION

30020. There is in the state government the State
Health Commission, hereinafter referred to as the
commission, consisting of nine members appointed by
the Governor , with the acvice and consent of the Senite,
who shall be full-time employees of the State of
California. Salaries of the commission shall be set,
regulated and adjusted by the Governor. A majority of
the commission members shall consist of bona fide
consumer members who have no direct or indirect
financial interest ¢ther in health insurance plans or the
provision of health services to the public. Of the initial
members appointed to the commission, five shall serve
for two vears, and four shall serve for four years;
thereafter, the terms of the members shall be four years.
The cominission shall be empowered to take appropriate
action as provided under this chapter upon a simple
majority vote of its members,
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30021. The commission is hereby designated to act as
the agent of the state or of the appropriate department
thereof to submit the plan of statewide health insurance
contempiated by this division for, and obtain the
approval of, all federal agencies having jurisdiction and
control over state plans for rendering medical and
hospital services under federal laws, including Title
XVIIH and Title XIX of the Social Security Act, and to
accept and receive and to deposit into the State Health
Care Trust Fund created under subdivision (g} of Section
30030, any and all grants of money available to the State
of California, under such laws, in reimbursement for the
cost of such services or programs or otherwise. The
commission shall act as the agent of the state or of the
appropriate department thereof in any negotiations
relative to the submission and approval of such plan and
make any arrangement not inconsistent with law which
may be required by or pursuant to such federal law to
obtain and retain such approval and to secure for the
state the benefits of the provisions of such federal laws.
the Health Planntne Geounetl; shall set boundurtes for 7 to
10 regionul health jurisdietions within the diseretion of
the eommisston: Members of the governing bedy of eneh
stteh  resgtonn}l health jurisdietion shall eonfovwr te

Wﬁ%wﬁmﬁgmaﬁbﬁshm%m%he

&mﬂdwheﬁswehpewewm&ééﬁ&eeﬁsﬁéeenﬁﬁeeees&ry
for the improvement of planning and eperation of health
serviees withir eaeh jurisdietion-

30023- The commisston shal administer ol stute
administrative funetions whieh relate to the planning
of heulth eare serviees whieh are ineluded within
Reorganization Plan Ne: + of 1970 (Chapter 1593 of the
Statutes of 197 are transferred to the furisdietion of the
ecomrtyston: The jurisdietion of Hhe commmission over sueh
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epproprmte personnck and the expansion or reduetion of
and dittes:

30022. The cornmission shall reorganize the voluntary
health planning councils formed and operating under
Public i aw 89-749 and adhering to the requirements of
Public Law 89-749 into Jocal commissions with
geographical and jurisdictional boundaries and such
powers and duties as set forth in regulations determined
by the State Health Commission.

30023. The cominission shall be the regulatory Hody
which shall set policy and determine regulations which
relate to the planning, operation and evaluation of
personal health service of all kinds. The Director of the
State  Health Department as set forth within
Reorganization Plan No. 1 of 1970 (Chapter 1593 of the
Statutes of 1971) shall be an ex cfficio member of the
State Health Commuission without voting privileges, and
he shall be the chief administrative officer and shall carry
out the decisions, policies and regulitions of the
commission. Those administrative entities relating to
provision of health care services which are included
within Reorganization Plan No. 1 of 1970 (Chapter 1593
of the Statutes of 1971) are transferred to the jurisdiction
of the commission.

3002%: The Direetor of the Stute Bepaf’emeﬁ% of
Health shull be an ex effieto member of the eommission
withowt o vete: He shul be the ehief administrative
;ﬁ%ﬁﬁé%ﬂ%ﬁ@ﬁ%%é@&%ﬁﬂdﬁ@h@%@?

COTRIRISHOR:

CHarieRr 3. PowiRSs AND DUTIES

30030. The commission shall have the following
powers and duties.

(a) To enter into contracts with various health
maintenance organizations, health consumer
organizations or heaith facilitics on behalf of those
persons cligible pursuant to Chapter 6, for their provision
of comprehensive health services as health maintenance
organizations receiving prepaid capitation payments.
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Such contracts shall be subject to the requirements of
relevant provisions of the Insurance Code, but shall not
be subject to the requirements of Article 2.5
(commencing with Section 12530} of Chapter 6 of Part 2
of Division 3 of Title 2 of the Government Code, except
those health maintenance organizations that are at least
50 percent publicly funded shall not be subject to such
requirements of the Insurance Code and the
Government Code. Such contracts shall be for a specified
term set by the commission. Organizations which may
qualify as contractors shall include all health
maintenance organizations as defined in subdivision (b)
of Section 30002, and which meet the operating standards
as set forth in Chapter 4. Any provider who refuses to
participate in accordance with such operating standards,
and in accordance with further rules and regulations as
determined by the commission, shall not be entitled to
reimbursement pursuant to this division.

(b) To set rates of reimbursement based upon
geographical differences in costs of health care in the
state for wvarious providers and based upon sound
actuarial data, after holding public hearings to ascertain
such differences.

(c) To hold public hearings pursuant to existing law
for purposes which shall include but not be limited to,
information gathering, grievance hearings for either
consumers or providers of health care, and rate setting.

(d) To develop the administrative capacity through
computer programs to set up a statewide information
system capable of collecting and analyzing fiscal and
program data from various providers relating to cost,
utilization review, peer review, provider profiles, quality
of care and consumer satisfaction.

(e) To employ trained health surveyors for the
purpose of making periodic visits to the direct operations
of various providers, to assure that the providers are in
compliance with the standards as determined by the
commission and as set forth in Chapter 4.

(1) To terminate the contract of a provider or health
maintenance organization for cause, and after public
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hearings. Sufficient written notice of at least 15 days shall
be given to providers prior to termination pursuant to
this section. Providers shall, as a condition of their
contract, notify their enrollees of such termination.

(g) To designate a specified percent of the revenue
deposited in the State Health Care Trust Fund for a
development fund, both of which are hereby created, for
the purposes of this act. Disbursements from either fund
shall be subject to the management and control of the
State Controller in accordance with and not in conflict
with existing law.

(h) To enforce the standards set forth in Chapter 4
with regard to providers or health maintenance
organizations engaged in the delivery of services under
this act. The commission shall also have the power to
apply and enforce such standards with regard to fiscal
intermediaries during the transitional period.

(i) To reimburse providers of health care services on
a fee-for-service basis on behalf of consumers not vet
enrolled in a prepaid capitation plan with an apprced
health maintenance organization, during the three-year
transitional period set forth under Section 30001 of this
act. No reimbursement shall be made to health benefit
plans established through fiscal intermediaries which ao
not provide the benefits set forth under Chapter 7.

(i) To underwrite the costs of enrollment in a new
health maintenance organization for an enrollee of a
health maintenance organization which has become
insolvent, or is otherwise unable to fulfill its specific
contractual duties and functions as set forth in this act.

(k) To employ such persons as may be necessary to
carry out the provisions of this chapter,

(/) To enter into any agreement with any agency of
the federal government to receive any federal grant or
subsidy which may be available for financing, partially or
totally, the cost of carrying out the iovisions of this act.

(m) To delegate to regional commissioners such
powers and duties as the commission deems necessary to
the planning, operation, and cevaluation of health
programs within each jurisdiction.

VTN N AT
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(n) To set reasonable -tandards relating to enrollment
periods.

30031. Notwithstandiig any other provision of law, no
contract for provision ot health care services executed
after the effective date of this act between individuals
and fiscal interrmediaries or groups of any type and fiscal
intermediaries, may be issued or renewed without
approval of the commission and in compliance with the
standards as set forth in Chapter 4, but all such existing
benefit coverage shall remain in full force and effect until
its date of expiration, provided that such time period does
not exceed a date three »cars from the effective date of
this act.

CHAPTER 4. STANDARDS OF PARTICIPATION

30040. The provisions of this chapter shall apply to
health maintenance organizations, as defined in
subdivision (b) of Section 30002, engaged in the delivery
of health care services under this act.

30040.5. Each health maintenance organization shall
be required to report annually to the commission on the
cost of operation, the use of services, the current
description of the location of physicians, allied health
professional and health facilities, and the number of
persons to whom service is rendered. Full fiscal
disclosure by any and all providers of service shall be a
condition of participation under this act.

Each health rmaintenance organization shall be
required to f{urnish complete lists monthly to the
commission or to the agency designated by the
commission of those persons eligible to receive benefits
under Title XVIII or XIX of the Social Security Act. This
information is to be used solely for the purpose of
receiving such federal reimbursement funds, and in no
way is to be used to diseriminate against the persons or
the quality of health care to which they are entitled. All
information obtained pursuant to this section shall be
confidential,

30041, TLaboratory services provided under the
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provisions of this act are to be provided only in the
laboratories which are approved by the commission, or
the agency it so designates, in conformance with law.

30041.5. Health maintenance organizations shall be

ertified by the commission, or the agency it so
designates, and shall at least meet the conditions of
participation under Fide XM of the Seeind Seeurity Aet
federal law .

30042. Health maintenance organizations shall make
those services readily available at reasonable times to all
enrollees.
whieh are servieing a subnstentinl peattent/eensamer
pep&&a%ieaeﬁ&p&fﬂeﬁhf@eeﬁ&ef&hmegf@ﬁpefw%e

prirrary lengunge i3 other than Lnshsh; shadl empley
e+t-hef & health proftessional from sueh seend or ethnie
group or a designnted personr or persens able te
compranteate with enrolees i sueh soeind or ethnie

30042.5. Those health maintenance organizations
which are serving a substantial enrollee population
whose primuary language is other than English shall
employ adequate rnumbers of persons able  to
communicate with the enrollees i their primary
language. Such employees shall be on duty at all locations
and during all hours when health care services are
provided.

30043. Health muaintenance organizations  shall
provide directly or through subcontractors, who also
conform to the requirements of this act, that scope of
benefits described in Chapter 7.

30043.5. Health maintenance organizations shall be
lHable for payment at the prevailing and customary (ee as
recognized by the commission, and in conformity with
law, for all out-of-arca emergency services as defined in
subdivision (p) of Scction 30002 rendered by another
provider which are required under the scope of benefits
pursuant to this act Payviment pursuant to this section
shall cover such emergencey treatment as may  be
reasonable and necessary until the pattent cnroflec can
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be transferred to the provider group in which ne is
enrolled.

30044. Health maintenance organizations shall
employ only those health professionals who are qualified
and licensed under the law to perform specific acts of
medical care for which they are qu:lified and licensed.
Health maintenance organizations shall  require
continuing education for all professional personnel
engaged in the delivery of health care services. Such
continuing education shall be that which s
recommended o0y  the  particular  professional
organization of which tne'professional is a member.
enrol ne less thar 10,000 or more than 30,000 consurmers
to whem seivieces are to be provided: The ratie of
physieians ud other health professionals to eonsurers
shell be set by re gulation by the State Health Gernmission
and subjeet to rdiustrment 89 deemed appropriste by the
State Health Gommission:

30044.5. The ratio of physicians and other allied
health professionals to enrolless in health maintenance
organizations shall be set pursuant to regulations adopted
by the commuission, and subject to adjustment as deemed
appropriate by the comrnission.

30045. Health maintenance organizations shall
furnish services in such a manner as to provide continuity
of care, quality care and provision of services shall include
ready referral of patients to such services at such times as
may be medically appropriate. A managing physietan or
athed health professional shall supervise and ecordinate
esch enrellee’s esre: A primiary physician or primary
health care team shall supervise and coordinate each
enrollee’s care. Such supervision and coordination shall
be done in such a manner as to provide coordinated
family care for enrolled families.

30045.5. Allied health professionals sall be employed
to the maximum extent feasible to assist in the delivery
of health care to the consumer.

30046. Health maintenance organizations  shall
accept, on behalf of their health professional members,
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reimbursement on a prepaid capitation basis prusuant to
the contract between such health maintenance
organization and the commission, as payment in full for
services rendered.

30046-55: Henalth meatntensnee organizations shuad
econduet an annutl survey of their enrolees; designed to
aseertain the attitudes; concerns and wishes eof the
consumer reguarding the gquality of health eare he is
recetving: The Andings of sueh ar anruad survey shall be
dotivered to the eommission ro lnter than Deeember 34
ot each eslendar year

30047. Heaith maintenance organizations shall
provide a printed booklet that is available to all
consumers who demonstrate an interest. The booklet
shall contain a description of the available facilities, the
days and hours that medical service is available, public
and emergency transportation, a listing of ali health
professionals employed or performing services on behalf
of the organization, and any such additional information
necessary to assist the consumer in making a rational,
reasonable choice of providers. In addition, such booklets
shall be printed in the primary language of all enrollees
whose primary language is other than English.

30047.5. Health maintenance organizations shall hold
periods of open enrollment when consumers who so
desire may enroll, unless a health maintenance
organization can demonstrate to the satisfaction of the

. commission that it is operating at maximum enrollment

capacity.

30048. Health maintenance organizations shall
establish an enrollee grievance procedure which shall be
in conformity with such procedures as defined and
authorized by the commission.

30048.5. Health maintenance organizations shall be
subject to formalized peer review as established by the
commission.

30040 Al eligible eonsurmers; a4 set forth in Chapter
6; shall remain enrelled in the health muintenunee
erganisntion of their ehotee for n benefit peried of one
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year; with the follewing exeeptions:

J0049. Health maintenance orgeruzations shall not
disenroll any enrollee against his wishes without cause as
determined by the commission, either through public
hearings or by regulation. All eligible consumers, as set
forth in C}Mpter 6, who becorne enrollees, shall remain
enrolled in the health maintenance organization of their
choice for a benefit period of one year, with the following
exceptions:

{ay A econsurner enrollec ehansges his residence for
reasens of employrent; or

(a) An enrollee who changes his residence; or

(b) The health maintenance organization is
terminated pursuant to subdivision (f) of Section 30030;
or

(¢) The eensumer enrollfee declares his intent to
disenroll through the grievance procedures established
by the commission. _

(d) The enrollee declares his intent to voluntarily
disenroll at a cost to himself not to exceed the total
premium as computed for one month.

30040:5: The eommission shall have the power o
modify or alter the standurds set forth i1 this ehapter o
saehmeeh&eaﬁener&kem&eﬁts%tmétebeﬁeeesmef
in the publie interest; as determined by the eommissions
with reecommendations frem the Health Hunning
Gouneth:

30049.5. Health maintenance organizations, to the
extent feasible, shall organize an advisory board of
enrollees for the purpose of advising the health
mantenance orgdanization on matters of prirmary interest
to the consumer,

r

CHAPTER 5. DEVELOPMENT FUND

30050. Health maintenance organizations  shalf
provide emergency medical services to their enrollees
within the area of the enrollee’s health maintenance
organization ecither directly or by contracting for such
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services in such locations as are readily available to the
enrollees. Such emergency services shall include, but not
be limited to:

(a) Hospital intensive and coronary care in the
hospital;

(b) A team consisting of physicians, nurses and other
allied health professionals on duty as necessary to provide
24-hour service;

(c) FEquipment, facilities for electrocardiogram,
transfusion, inhalation therapy, X-ray, and laboratory.

30050 30051. The Development Fund may be used
for all of the following purposes:

ar To provide fnuneinl and teehwuienl assistunee for
the development of hestth muaintenanee organizations
and ether bypes of prepatd plans: Rriorities shall be given
to eity and eounty hospitals and underserved urban and
rorel eormmunities:

(a) To provide financial and technical assistance for
development of health maintenance orgamzations.
Priorities shall be given to city, county and district
hospitals and low-income, underserved urban and rural
cormumunities.

(b) The development and operation by contract of
special purpose community health programs where the
occurrence of disease is not evenly distributed in the
community, including but not limited to control of
alcoholism and drug abuse, the development and
operation of emergency and trauma centers, programs
for the control of venereal disease, medical disasters, and
epidemics,

(¢c) The fund may make augmentation payments to
prepaid health plans which can demonstrate valid
evidence that they have incurred exceptional but
legitimate costs in the care of such high-risk population
as the poor, the aged, and the disabled and Aave
continually been in conformance with peer review,
utilization control, and other such standards established
by the commission .

(d) The fund may make augmentation payments
under special circumstances for prepaid health plans in
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poverty communiiies to support specialized services,
including but not limited to outreach community
programs, medical-related  language  assistance,
transportation and child care, nutrition education,
medical social work, public health nursing and patient
education.

(¢) The fund may contract ror the purpose of
demonstration, innovation, or experimentation of
community health delivery systems. Pursuant to such
purpose, the commission may seek federal waivers if
necessary to obtain federal funds for such demonstration

projects.

CHAPTER 6. ELIGIBILITY

30060. All legal residents of the State of California are
eligible for enrollment, except for members of the armed
forces serving in this state and federal employees who do
not voluntarily enroll pursuant to the further provisions
of this section. Medi-Cal recipients will continue to be
identified for purposes of federal participation, and
financed in the same manner as is currently provided for
in Article 5 of Chapter 7 of Part 3 of Division 9 of the
Welfare and Institutions Code, with federal funding to
continue to the maximum possible extent in the future.
The benefit plan shall be the equivalent of that stated in
this chapter, and all regulations relating to prior
authority, copavment, or relatives’ responsibility are
rescinded. It is the intent of the Legislature that Medi-Cal
recipients be treated for the purpose of medical care in
a fashion which is indistinguishable from any other
citizen, with the exception of the processes required for
eligibility determination other than prior authorization,
copayment and relatives’ responsibility.

Migrant agriculturai workers and their families who
are not residents of California are eligible for service
benefits if they can show evidence that they are currently
engaged in or are seeking employment in agricultural
labor in the State of California.

Employees of the federal government are not eligible
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for participation through payroll deduction. They may
participate in prepaid plans by paying any difference in
premium pald for current plans and those premiums set
by the commission.

CHAPTER 7. BENEFITS

30070. (a) The full range of health services is covered
to include prevention, screening, annual health
assessment, diagnosis and treatment of illness, both in and
out of hospitals, extended care, medical rehabilitation,
medically justified nursing home care, and care provided
in an organized home care program.

(b) No deductibles, copayments, waiting periods
cutoffs, or extra eharges patient fees are permitted in
approved prepaid health plans. Fxtre eharges may be

made by providess enly upen written agreerment
between patient and provider whiek indieates elearly
thet putients understand that sueh eharges are the
responsibility of the patient and are net reimbursable
under an approved prepaid plan:

(c) Reimbursement for extended or long-term care
shall require a written and detailed treatmeat plan. Such
a plan shall indicate that the treatment performed is in
an environment which ofters & lever o1 care appropriate
to the needs of the patient.

(d) No payments shall be made for custodial or
residential care. Payments may be made for medical and
nursing services performed in custodial or residential
living arrangerments.

e} Gitizens whe enroll in & prepaid plan shall remain
enroclled for o Beried of one year; except Hhat
disenrolment may take plaee upon chansge of residenee
#t 1o eost; and voluntary disenrollment mey take place at

(e) Enrollees of any health maintenance organization
may seek medical services outside their health
mainfcnance organization, or services in addition to the
scope of benefits set forch in this act; provided, however,
that such enrollees shall be strictly and solely liable for
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any such services requested and received. Such enrollee
liability shall include but is not lirnited to those benefits
specifically excluded in this act pursuant to Chapter 7,
and such extra medical care Is not reimbursable under
approved prepaid plans.

30071. (a) Benefits under this chapter applying to
prepaid health plans, shail include:

(1) Outpatient services which are covered as follows:

Physician, hospital outpatient, optometric,
chiropractic, psychology, podiatric, occupational
therapy, physical therapy, speech therapy, audiology,
and services of persons rendering treatment by prayer or
healing by spiritual means in the practice of any church
or religious denomination insofar as these can be
encompassed by federal participation under an approved
plan.

(2) Hospital inpatient care.

(3) tvursing home care, including physician services
and prescription drugs.

(4) Purchase of prescription drugs prescribed by a
physician for the treatment of chronic disease only.

(5) Hospital outpatient dialysis services and home
hemodialysis services, including physician services,
medical supplies, drugs and equipment required for
dialysis.

(6) Outpatient iaboratory and outpatient X-ray
services.

{7) Blood and blood derivatives are covered.

(8) Dental services.

(9) Medical transportation.

(10) Home health care services.

(11) Prosthetic and orthotic devices and eyeglasses.

(12) Hearing aids.

(13} Durable medical equipment and medical
supplies are covered.

(14) Physical therapy services, occupstional therapy
services, speech therapy services and audiology services.

(15) Other diagnostic, screening or preventive
services.

(by For providers who are not prepaid health plans,
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the benefits of subdivision (a) shall apply, but such
benefits shall be subject tc¢ the following limitations:

(1) Nursing home care shall be limited to 120 days per
benefit period.

(2) Hospitalization for psychiatric diagnosis shall be
limited to 45 days per benefit period.

{3) Psychiatric visits shall be limited to 20 days per
benefit period.

(4) Prescription drugs shall be excluded, except those
required for long-term treatment of chronic disease.

(5) Medical rehabilitation shall not be covered.

(6) Cosmetic surgery. shall be excluded unless
approved Dby psychiatric consultation or vocational
rehabilitation agency and related to employment.

SEC. 2. Section 2151.1 is added to the Revenue and
Taxation Cede, to read:

2151.1. The board of supervisors of each county or city
and county shall annually, commencing with the

fiscal year, at the time and in the manner of
levying other county taxes, levy and cause taxes to be
collected throughout the county for the purpose of
funding consumer health protection craated pursuant to
Division 22 (commencing with Section 30000 of the
Health and Safety Code), as provided in this chapter.

SEC. 3. Section 2151.2 is added to the Revenue and
Taxation Code, to read:

2151.2. The additional taxes shall be levied and
collected throughout the territory of the county or city
and county at a rate of __ dotlars ($ ),
modified where necessary pursuant to Section 2151.4, on
each one hundred dollars (8100) of 106 percent of the
assessed valuation in the county as shown on the
equalized assessment roll for the current year. The
revenue so derived shall be paid into the dealth Cuare
Trust Fund created pursuant to Health and Safety Code
Section 30026. :

SEC. 4. Section 2151.3 is added to the Revenue and
Taxation Code, to read:

2151.3. On the basis of computations made by the
State Board of Equalization, the secretary of that board
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shall certify on or before October 1 of each year to the
State Controller the factor, carried to three decimal
places, by which the totsl assessea value of all tangible
property on the current local roll of each county must be
modified to conform to the statewide average assessment
level; provided that property belonging to a county, city
and county, or municipal corporation which is taxable
under Section 1 of Article XIII of the Constitution and
constituting more than 10 percent of the total assessed
value of the taxable property within a school district shall
be excluded from the assessed value and the full cash
value that are used (o compute such factor.

SEC. 5. Section 2i51.4 is added to the Revenue and
Taxation Code, to read.

2151.4. The State Controller shall average the factor
certified for the current year under Section 2151.3 for the
local roll of the county with tre factors so certified for the
two immediately preceding years. The three-year
average factor shall be applied to the tax rate in Section
2151.2 and the modified rate, which shall be transmitted
to the county assessor.

SEE: 6 Scehion 10413 i3 added to the Reverue and
Faxation Gode; to reads

O {sr There shall be tmmposed for the purpese
of fanding eonsurmer health proteeton erented pursusnt
te Diviston 28 {eommeneing with Scetion 30000y of the
Health and Safety Gode a payroll tax eommeneing with
the /£ /[ [/ / Hseal year snd eomputed as follows:

Gress sularies Ferx rote Fax rate
and wagos on employee on employer
58 £ 65000 3% &%

3000 £ 10,000 &30 phas %ef uny 5150 plus 6% of any
+0.600 £ L= &30 phas 3% of eny $450 plus 9% of any
arrount over $10:000  amount over $18.000

Seiflemployed shall be taxed imder this seetion et a rate

& [ [ pereent of their gross earpines:
b+ Jihe%axﬂﬁpeeedby%}mseeheﬁsh&“bewee&edﬁw
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ull purpeses of this part 4 theueh i were imposed under
Seetions 1704+ or 17048: exeept that no deduetions;
c.'f_-”."".f‘l‘eﬁﬂj er erechts shalt be alewed ﬁ‘gﬂi‘ﬁ'ﬂt' the tax
feen ot under s seettons

Sec 6 Part 10.7 (cormmencing with Cection 19601) is
added to Division 2 of the Revenue and Tuxation Coae,
to read:

PART 10.7. CONSUMER HFEALTH PROTECTION
TAX LA

Article 1. Definitions

19601, “Emplover.” as used in this part, means
“employer ™ as defined in Section 18510.

19602, “Emplovee,” as used In this part means
“emplovee” as  defined I Section  [8809, except
nonresident mdividual: are not employees for the
purposes of this part.

19603.  “Wages, " as used in this part, means “wages”
as defined in Section 185807,

19504.  “Puavroll period. "’ as used in this part, means
“payroll period’ as defined in Section 18508.

19605. “Business mcome, " as used in this part, means
“adjusted gross income” as defined in Section 17072
minus

(a) Rentul incorne. unless such income is received in
a course of a trade or business:

(b) Dividends on any share of stock. and interest on
amy bond. debenture, note, or certificate, or other
evidence of indebtedness issued with interest coupons or
in regular form by any corporation, unless such dividends
and nterest are received i the course of a trade or
business as a dealer in stocks or securities.

(c) Guns or losses

(1) From the sale or exchange of a capital asset,

(2) From the cutting of timber, or the disposal of
timber, coal, or iron ore if Sections 17711 and 17712 apply
to such guins or losses, or:

(3) From the sale. exchange, involuntary conversion,

|
i
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or other disposition of property ii siich property is neither

(A) Stock in trade or other property of a kind which
would properly be included i inventory if on hand at the
close of taxable year, nor:

(B) Property held primarily for sile to customers in
the ordinary course of the trade or business:

(d) Royalties unless such royalties are received in the
course of 4 trade or business;

(e} Alimony and separate maintenance paviments;

(f) Income in respect of a4 decedent;

(g) Income from an interest inn an estate  trust; and,

(h} Income from annuities, [ife insu. o and
endowment contracts and pensions.
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Article 2 Consumer Health Protection Tax

—
Ut

19610. (a) There shall be imposed for each t. able
year upon the wages p.id every employee, subject to the
Consumers Health Protection Act of 1972, a consumer
health protection tax in the following wunounts and at the
following rates:

B DD DD 2D et e
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The tax on the
If the wages are: employee is:
Not over 85,000 1 percent
Over 85,000 but not 830 plus 2 percent of
over 810,000 any amount over $5,000
Over $10,000 . 8150 plus 3 percent of
any amount over $10,000
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(b) There shall be imposed for each taxable year upon
the wages paid by every employer to employees, subject
lo the Consurmers Health Protection Act of 1972, a
consumer health protection tax in the following arnounts
and at the following rates:

CI Qo
(VU
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The tax on the

If the wages are: employer Is:
Not over $5,000 3 percent
Over 85,000 but not 8150 plus 6 percent of
over $10.000 any amount over $5,000
Over $10,000 &450 plus 9 percent of

any amoun? over §10,000

(c) There shall be imposed for each taxable year upon
the business ircome of every individual, subject to the
Consumer Heulth Protection Act of 1972, from which the
consumer heilth protection tax is not deducted and
withheld pursuant to Section 19611, a consumer health

protection tax at a rate of ____ percent of business
mneome.

19611. Every employer making rayment of any
wages after —______ to an emplovce, who is subject to

the provisions of the Consumer Health Protection Act of
1972, for services performed either within or without this
state shall deduct and withhold from such wages for each
payroll period an amount computed in such manner as to
produce, so far as practicable, a sum which equals the
amount of consumer health protection tax due from the
employee undc: this part.

19612, The consumer health protection tax withheld
pursuant to Section 19611 and the consumer health
protection tax imposed upon the employer pursuant to
Section 19610 shall be reported and paid in the manner
and times specified in Section 18491 for the reporting and
payvment of withheld income taxes.

19613, Individuals subject to the provisions ¢f Section
18415, pertaining to declarations of estimated tax. shall,
for taxable years beginning after _ __ ____ include within
such decliration. a declaration of consumer health
protection tax imposed pursuant to subdivision (¢) of
Section 19610. estimated to be due and shall pav such tax
i the manner and times specified in Section 18556 for the
payment of estimuated tax.

Al other individuals subject to the consumer health
protection tax imposed by subdivision (¢} of Section
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19610 shall report and payv such tax to the State Health
Commission on or before the 15th day of April following
the close of the calendar v our or in such other manner
and at such times as may be prescribed.

19614  All individuals required to make and file
perscnal income tax returns pursuant to Chapter 17
(commencing with Section 18401) of Part 10 of Division
2, shall state therein the amount of consumer health
protection tax paid or withheld during the calendar or
fiscal year and shall pay the tax imposed by this part, less
the amount deducted and withheld pursuant to Section
19611 or previoush: paid as estirnated tay pursuant to
Section 19613, on or before the 15th day of April following
the close of the calendar year or, if the return is made on
the basis of the fiscal year, on or before the 15th day of
the fourth month following the close of the fiscal year.

19615 (a) If the consumer health protection tax paid
by or withheld from an individual during the calendar or
fiscal year exceeds the tux duce under Section 19610, the
mdividual shall be entitled to a refund or credit of the
amount of the excess.

(1) Individuals required to make and file personal
income tax returns shall oliim the refund or credit on the
return for the year in which the cxcess tax was paid or
withheld. The excess tax shall be credited against the
personal income tax or if the personal income tax due
after deduction of all authorized credits is less than the
credit allowable pursuant to this section, the difference
shall be a tax refund. If the Franchise Tax Board disallows
the refund or credit provided for by this section, the
Franchise  Tax Board shall notify the colamant
accordingly. The Franchise Tuax Board action upon the
credit or refund is final unless the claimant files a4 protest
with the State Health Commission within 30 days of the
date of mailing of the notice of disallowance by the
Franchise Tax Board.

(2) Claimants not required to inake and file personal
/ncome tax returns shall file a colaim for refund with the
State Health Commission on or before the 15th day of
April following the close of the calendar year or in such
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other manner and at such time as may be prescribed. If
the State Health Commission denies the claim i whole
or in part filed under this paragraph or the protest filed
under paragraph (1) of subdivision (a), the claimant may
commence an action appealing such denial In the
Superior Court of the County of Sacramento, in the
County of Los Angeles, or in the City and County of San
Francisco.

19616, (a) Except for the limitations specified in this
part, all the provisions of Part 10 applicable to the
deduction and withholding from wages of personal
income taxes by employers shall apply, where applicabie,
to the tax imposed by sul-.ivisions (a) and (b) of Section
19610. If the Franchise Tax Board delegates its powers
and duties as provided in Section 157022 of the
Government Code, Section 18826 shall also apply to the
taxes imposed by subdivision (2) and (b) of Section
19610.

(b) Except for the limitations specified in this part, all
the provisions of Part 10, where applicable, shall apply- to
the tax imposed by subdivision (c) of Section 19610,
insofar as such tax is required to be paid to the Franchise
Tax Board.

SEC. 6.5 No provision of this act, and no amendment
to the Government Code made by this act. shall affect or
alter any contractual or other nonstatutory obligation of
an employver to provide health services to his present and
former employees and their dependents. or to any such
persons, or the amount of any obligation for payment
(including any amount payable by an employver for
msurance premiums or into a fund to provide for any
such pavment) toward all or any part of the cost of such
services. And, such emplover-employee negotiated funds
as currently exist may be used to meet the obligatic:1 of
premiums on behalf of the employee.

Sec. 7. Section 140056 of the Welfure and
Institutions Code, as amended by Chapter 1683 of the
Statutes of 1971, is amended to read:

14005.6.  (a) When a person is not eligible for aid
under any of the chapters set forth in Section 14003.1. but
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meets all of the following conditions, he is eligible for
health care benefits or services under Section 14005:

(1) He or his family meet the income and resource
requirements for aid under Chapter 2 (commencing with
Section 11200) of Part 3 of Division 9 of this code, except
that the minimum basic standard of adequate care for a
single person living alone shall be 75 percent of the
standard for a two-person family under Section 11452;

(2) He resides within the state;

(3) He is a citizen of the United States, or has been
legally present in the United States for a period of five
years immediately preceding the date of application for
Medi-Cal coverage, or who has applied for citizenship;

(4) Heis8}F I8yearsof age or older, or has entered into
a ceremonial marriage: and

(5) He is  not receiving  adequate  financial
contributions toward his support and cost of health care
from a husband or wife or parent or adult child able to
and responsible for support under the laws of this state.

SEC. 8. Section 14132 of the Wellare and Institutions
Code, as amended by Chapter 1685 of the Statutes of 1971,
is repealed.

SEC. 9. Section 14134 of the Welfare and Institutions
Code, as amended by Chapter 1685 of the Statutes of 1971,
is repealed.

SEC. 10. Itis the intention of the Legislature that the
funds - derived under Revenue and Taxation Code
Sections 2151.1 to 21514, inclusive, and 17041.1 shall be
utilized to fund the provisions of this act. It is also the
intention of the Legislature that the present funding
structure for health care services of the county and state
governments remain in effect, and such sources of
funding shall be supplemented by the revenue derived
under this act. It is not the intention of the Legislature to
terminate emstmfr federal funding and future federal
funding available for provision of health care services in
California.

SEC. 11. The provisions of this act shall continue to be
operative, and shall be merged or rearranged in
accordance with any federal legislation that provides
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similar or equivalent benefits, if and when such federal
legislation is enacted. Fiscal arrangements parsuant to
such enacted federal law shall be accomplished by the
commission in accordance with law.

SEC. 12. Notwithstanding any other provision of law,
and according to customary budgetary procedures, the
state share of employee health prepaid benefits, pursuant
to this act, shall be funded in subsequent tiscal years.

SEC. 13. This act shall take effect July 1, 1974, except
that tl:z appointment of the commission shall Lecome
effective _ , and except that the collection of taxes
imposed by _________ of this act shall commence on July
1, 1973. '

The transference of the various agencies and personnel
as set forth in Section 30023 shall commence on .




CALIFORNIA LEGISLA'IUBE-—IQ’I?-?S REGULAR SESSION

ASSEMBLY BILL. ‘No. 1207

- I_xi_ti*oduc_ed by Assemblyman Hart

- March 30, 1977

' REFERRED TO COMMITTEE ON FINANCE, INSURANCE, AND -COMMERCE

~ An act to add Division 12.6. (commencing with Section
15500) to the Health and Safety Code, relating to medical and
“hospital services insurance, and making an appropriation
therefor. ~

 LEGISLATIVE COUNSEL'S DIGEST » o

AB 1207, as introduced, Hart (Fin.,, Ins., & Com) Insur-

ance: medlcal and hospxtal services. - o
- There are no provisions of existing law Wthh provide for a
: ‘stateWIde medical and hospltal services insurance operated

'by a state agency. )
*This bill would enact the California Voluntary Medical and

,Hospltal Services Insurance Act which would create a Califor- . .

nia Voluntary ‘Medical and Hospital Services Insurance
Agency to operate a California Voluntary Medical and Hospi-
tal Services Insurance Plan. The agency would have a director
-appointed by the Governor and confirmed by the Senate, who
would serve at the discretion of the Governor and who would
‘appoint 6 assistant directors, at least 3 of whom would be
‘medical doctors.

. This bill would require the agency to make specified prepa- |
_rations for commencement of the plan within 2 years after the
effective date of the bill, would provide for the payment of
‘benefits by the plan to or on behalf of every enrollee for
'spemfled medical serv1ces, and would requlre premlums of |



ABL2T 2

$216 per year for each adult and $108 per year for each child,
with specified lower premiums for families with combmed
incomes of less than $12,000 per year. |

This bill would require the agency to establish a trust fund .
for the deposit of all premiums received from subscribers, -
together with appropriations from the General Fund, from -
" which shall be paid all claims for benefits of the plan and all
operating and administrative costs.
~ This bill would provide that enrollment in the plan and the

payment of premiums would be voluntary, but would permit
- an employer to enroll any employee and the employee’s fam- -
ily, and would permit a public welfare agency to enroll any
recipient of public assistance, provided that the employer or
public welfare agency pays all or part of the premium for the
person enrolled.

This bill would allow every medical service provider, labo- )
ratory, and hospital to apply to the agency for approval and
listing as a participating provider of specified services as bene-
fits of the plan, and would require the agency to compile and
publish a schedule of fees in proportion to the usual, custom--
ary, and reasonable fee for each servxce provxded in each -'
- general area of the state. |

-This bill would enact provisions relating to the method and
form of making a claim for benefits, the auditing, payment, :
and assessment of claims, the offering of additional beneflts to
.enrollees, and various related provisions.

‘This bill would specify that a prerequisite condmon to the
bill becoming operative would‘bé an agreement by the.
United States government to permit the transfer to.the.
agency of all funds, grants and sums of money which the state
~ would ordinarily be entitled to receive from federal programs
~ such as Medicare and Medicaid. g
. This bill would require, as a condition of enrollment in the
plan, that every enrollee and provider agree to refer every:
- claim for damages resulting from alleged negligence or mal-

- practice in providing plan services.to an arbitration board.

: ,composed of 3 attorneys and 3 doctors, which would deter-.
~ mine the degree and responsibility for neghgence or malprac-
tice, if any, and the amount of damages. The agency would be-
required to pay the amount of all damages, if any, in f‘ﬂ

'y

0 1207 13:4
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r‘settlement of the claim.

“This bill would appropriate an unspecxﬁed amount to the
California Voluntary Medical and Hospital Services Insurance
'Agency to carry out specified functions, and to the agency
. trust fund for the payment of claims of benefits of the plan and
. operating and -administrative costs. |
" Vote: %. Appropriation: yes. Fiscal committee: yes. State-—

mandated local program: no.

T be_ people of the .S'tate of _Ca]zfomia do enact as follows: o

SECTION 1. Division 12‘6 ('cemmenemg with Section

‘ 15500) is added to the Health and Safety Code to read .

DIVISION 12. 6 MEDICAL AND HOSPITAL
| SERVICES INSUBANCE

~ CHAPTER 1. FINDINGS AND PURPOSES |
-15500. This division shall be kno'wn‘and may be cited as

the California Voluntary Medlcal and Hospital Serv1ces )
Insurance Act. |

"15501. The Legislature hereby finds that lllness and
. accident are unpredictable hazards to all persons and that .

the financial cost of needed hospital and medical
treatment may become a hardship upon any person or

prevent their access to or receipt of needed hospital and =

medical treatment, and therefore a state agency shall be
established to operate a medical and hospital services
insurance plan, with funds supplied by voluntary
subscriptions from subscribers, and matching state
general funds, to pay all reasonable costs of all medically

‘necessary, available, and - appropriate medical ‘and

hospital services for all voluntary enrollees..
~ 15502. The Legislature also finds that California has no

. precedent or experience with universal health insurance

but takes note of the ten provinces and experience of the -
twenty-three million residents of Canada in evolving
from conditions and methods of public and private health

care financing closely paralleling ex1st1ng COHdlthIlS and
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methods in the Umted States to an effectlve and
economical system: of 10 autonomous and differently
structured provincial health insurance plans assisted
financially by the government of Canada, from which can
be drawn many valuable lessons and general principles to

guide us in planmng to best meet our own particular

needs: |
(a) Experience in Canada has demonstrated that the

total demand for medical and hospital services does not .

increase significantly following introduction of universal

~ health insurance in a population already having an

adequate supply of hospital facilities and medical
personnel, whether such are uniformly distributed or not.

Experience in Canada has further demonstrated that the

actual utilization of medical and hospital insurance

. benefits is almost entirely determined by decisions and

actions of physicians rather than by demands of patients

‘and all artificial regulatory mechanisms such as patient.

copayments, deductibles, limits or exclusions are not only
unnecessary but tend to be strongly counter-productive
by greatly increasing administrative costs  and
overburdening doctors and hospitals with paperwork and .
also by deterring many persons from seeking early
diagnosis of disease and treatment which could be both
most effective and most economical. : 3

(b) The medical profession itself is best qualified to
regulate the utilization and costs of insurance benefits

- and can be relied on with confidence and held
" accountable to perform this responsibility faithfully and -

effectively in the best interests of the health of the people
of this state under a negotiated agreement with an.
agency of the state without the nece351ty for a pervasive
and costly administrative and supervisory system.

(¢) Compulsory enrollment or subscrlptlon by
individuals or employers to any health insurance plan is

- undesirable because it grants an implied right to every

enrollee and subscriber to expect to receive health care
service whenever and wherever demanded, and such

- expectations are clearly unrealizable and would impose

excessive demands on available medical manpower and

- 01207 40 O



Yt . .0 ) . :
cmmqmmammw

et
—

€O DO DO DD DO DO DO DO DD DO DD b = bt bt bt s bt
comqmm»wwwowmqmmmwm

0o G 0o
OO =

€I G 0
RN

03 00
SO B

—_5 | . AB 1207

facilities, necessitating governfrent, intervention for the
allocation of services; whereas universally affordable
voluntary subscription may be predicated on a clear
understanding and acceptance by all subscribers that the

“insurance benefits are intended only to pay for services

which are medically necessary and readily available in.
the free marketplace

(d) Experience in the various provinces of Canada has
demonstrated that the total administrative cost of a single
universal health insurance plan is likely to be .
substantially lower. than under a system of multiple
public and private plans and that the billing costs of
providers are also substannally reduced by dealing with
a single insurance carrier. It is further noted that Volume

5, entitled  “Supplementary Health Insurance In

Canada,” of a study made for the Department of Health,
Education and Welfare of the Canadian experience with

- governmert controls on the health care system (January,

1976), reports that private insurance companies in
Canada (most of which are subsidiaries or affiliates of U. -

S. companies) are now enjoying increased sales of

supplementary health insurance pohc1es as well as life -
and disability income insurance since they have been
relieved of underwriting medical and hospital insurance.
(e) The cost of professional malpractice ht1gat10n
settlements, insurance and defensive medicine is not a
sxgmflcant problem in Canada but it has become a major
factor in the cost of health care in the United States and
must be taken into account in any consideration or cost
progectlon of any state health insurance program. There
is general agreement that a speedy low-cost system of
preliminary nonbmdmg arbitration could eliminate most

. protracted and expensive ht1gat10n and the unwarranted

settlement of meritless claims. To achieve maximum

~economy and equity, however, such preliminary

arbitration or adjudication of malpractlce claims must be
universal. A voluntary state health insurance plan,

requiring as a condition of enrollment or participation an
agreement to arbitrate all claims, would afford the most
effective instrument or medium for universal arbitration
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WhICh could restrain or even reduce the ever- mcreasmg
costs of malpractice defense. - |

'CHAPTER 2. ORGANIZATION_ AND MANDATE

- 15505. (é)' The California ’Voluntary Medical and .'

- Hospital Services Insurance Act shall create a California
~ Voluntary Medical and Hospital Services Insurance
‘Agency to operate a California Voluntary Medical and

Hospital Services Insurance Plan. The agency shall have
a director appointed by the Governor to be confirmed by

- the Senate, and he shall serve at the discretion of the

Governor.. The director shall appoint six assistant
directors, of whom not less than three shall be medical
doctors, who together shall appoint or assemble such-
deputy directors, staff, consultants, contractors, quarters,
and facilities as the directors shall deem necessary to

‘carry out the responsibilities and functions of the agency,

including the preparation of an annual budget and an
annual operations report and financial statement and .
accounting of all receipts and expenditures, audited and
certified by the Audltor General for the Governor and"

; the Legislature.

(b) - The agency shall have two operatlonal‘:

_ subd1v131ons one subdivision, hereafter referred to as

“Section I,” shall exclusively conduct all relations with”

- hospital service providers and the payment of hospital -
- service benefits of the plan one subdivision, hereafter -

referred to as “Section II,” shall exclusively conduct all -

. relations with medical and pathological ‘laboratory

service providers and the payment of medical and
pathological laboratory benefits of the .plan and such -
additional benefits as may be provided by the plan in the.

future.

(c) All operations of the plan shall be governed solely
by the provisions of this division. In recognition of the fact
that administrative rules ‘and regulations respecting
ostensible financial transactions would be likely also to

- adversely affect medical practice and hospital operation,
the agency shall issue or. publish, or cause to issue or

0 1207 60 ©
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.pubhsh no rules or regulations. When partlcular or
general orders or directives are deemed necessary to

carry out the provisions and intentions of this division,
such shall be issued by the agency as memoranda, by

date, location, sequential number and reference to the

relevant section of this division. Whenever the agency
determines that amendment of this division is necessary, °
the agency shall petition the Legrslature to enact such

. amendment A

CHAPTER 3. DEFINITIONS

15510 For purposes of this division: _
(a) “Agency” means the California Voluntary Medlcal

“and Hospital Services Insurance Agency created by this
~division; S
(b) “Plan” means the California Voluntary Medical - L
and Hospital Services Insurance Plan operated by the*---- o
‘agency; o

(c) “Subscriber” means any adult person 18 years of ‘
age or older, who has enrolled himself or herself and his
or her spouse and dependent children and adult or child
wards, if any, in the plan and has paid the requisite

premium for each enrollee; or an employer or a public

agency that enrolls, and remits premiums to the plan on
behalf of one or more employees or clients;

(d) “Enrollee” means any person enrolled in the plan
by a subscriber and whose requisite premium has been

~paid and is in force, and who has been assigned a plan
“account number, which shall also identify the enrollee s
subscriber;

(e) “Family” means any adult person 18 years of age or
older and spouse and all dependent children, adults, or
wards, if any, whether residing together in the same
household or not;

(f) “Adult” means any person 18 years of age or older,

(g) “Child” means any person under the age of 18
years; -

(h). “Provider”" means any person partnershrp,

association, or corporation that provides and claims

A osAne oma N
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"payment for any medical pathologlcal laboratory or'.

hospital service that is a benefrt of the plan "

(i) “Doctor” means any person who is hcensed as‘a. .
medical doctor, doctor of osteopathic medicine, doctor of -
podlatrlc medicine, or doctor of dental surgery, who
personally provides, performs, prescribes, orders,
supervises, or certifies any medical service classified as a
benefit of the plan, whether or not he or she has assigned -

any or all related fees to an employer, partnershlp,f
- assocratlon or corporatlon, B

G) Hospltal means any establishment, wrth or
without sleeping or feeding facilities, which provides .

~ patient diagnostic, therapeutic, or maintenance services

or materials or staff for use only by or under the direction,
supervision, and certification of a doctor, and for which.
a separate charge is made to the patient and which has
been duly licensed and certified by all jurisdictional |
public health and safety agencies and which has been
approved by the agency for participation in the plan; -
(k) “Laboratory” means any separate establishment
inside or outside of a hospital, a' clinic, or a doctor’s

regular office and which is supervrsed at all times by a
- licensed medical doctor who is qualified as a specialist in

pathology and. which performs diagnostic pathological
tests at the request only of doctors on behalf of patients
who are charged separate fees for such services by the
laboratory, and which has been duly  licensed and
certified by all jurisdictional- public health, safety, and"
business regulatory agencies "and Wthh has been
approved by the agency for participation in the plan for
the provision of specified pathologlcal tests; -

(I} “Review organization” means a professmnal,
standard review orgamzatlon | :

CHAPTER 4. INITIATION AND I_NCEPTION OF THE PLAN

15515. The agency shall be charged with respohmbﬂrty”

- to make all necessary preparations to offer subscriptions

and enrollments, and to commence payment of claims for

benefits of the plan everywhere in the state within a

-0 1207 80 0O
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pérlod of two years or less after the effective date of this

'dstmn such ‘preparations to include:

-(a) The employment of staff;
(b) The occupation of quarters;
(c) The printing and distribution of mformatlonal and

operational material for and respecting subscription,

enrollment, premiums, benefits, claim forms, auditing
and processing and payment of clalms : |
(d) Establishment of medical and laboratory service ;

'fee and hospital rate and charge schedules;

(e) Establishment of utlhzatlon revxew and control

procedures;

(f) Estabhshment of sanctlons an,d dlsmphnary |

procedures for 1llegal or unwarranted utlhzatlon of

benefits; and
- (g) The preparatlon of a budget and prOJectlon of
operations to guide the Legislature in the appropriation o

~of funds to supplement subscribers’ premiums in
. operating the plan for the succeedmg calendar year.

15516. Not less than 90 days prior to the effective date

of inception of the plan, all persons who are enrolled in
“or subscribers to or beneficiaries of the Medicare

program administered by the  United States Social
Security Administration’ and the California Medi-Cal
program assisted by the United States Medicaid program
funds, shall be notified that all medical and hospital
service benefits provided by or through those programs
will cease on the effective date of inception of the plan;
and such notice shall be accompanied by an explanation
of the plan provided by this division and an application

form for enrollment in and subscription to the plan to

effectuate eligibility for the medical and hospital benefits -

of the plan on the effective date of inception of the plan.

CHAPTER 5. DUPLICATION OF SERVICES AND
FUNCTIONS PROVIDED BY OTHER AGENCIES

. 15520. On the effective date of inception of the plan,

when the agency shall offer subscriptions and
enrollments. and commence payment of claims for

0 1207 % 0O
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beneflts of the plan the Leglslature shall withhold all
appropriations for the fundmg of all similar or duplicate
hospital - and .medical service insurance benefits or
payments prov1ded by any. other agency of the state,

‘including but not necessarily limited to that program
“known as Medi-Cal, and every such program operated by

any agency of the state, whether spemﬁed or not, shall
immediately cease providing or paying for medical or
hospital service for members of the general publxc ona
fee or charge-for-service basis. -

15521. If the program specified in Sectlon 15520 or any
other programs operated or administered by any agency
of the state provides any benefit, service or function

other than the direct provision of payment for medical
-and hospital service for members of the general public

not enlisted or .commissioned in the armed forces or
Coast Guard of the United States, entitled to such

‘benefits from the Department of Veterans Affairs,

residing in an Indian reservation or in the custody of a
penal or mental institution, such other benefit, service, or

functjon shall not be demed necessary operating funds by
~the Legislature insofar as the purpose and intention of
this d1v151on are concerned :

CHAPTEB 6. BENEFITS OF THE PLAN

- 15525. Paymentfshalll be made by the plan to or en

‘behalf .of every enrollee for all legal, appropriate,

professionally recognized and medically . necessary
medical service provided as a personal professmnal'
service by or under direct supervision of a licensed
medical doctor, wherever performed, including but not
necessarily limited to noncutting physical and psychiatric

“medicine, surgery, obstetrics, radiological and electrical

procedures, pathology tests, transfusions, medication and
immunization, injections and anesthesia; and for the
same kind of services provided by a doctor of osteopathlc
medicine.

15526. Payment shall be made by the plan to or on.
behalf of every enrollee for all appropriate, professmnally

b 1207 100 O
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recognized, and medically necessary reconstructive oral

surgery performed by a doctor of dental surgery 1n a

consenting hospital approved by the agency.
'15527. Payment shall be made by the plan to .or on
behalf of every enrollee for all appropriate, professionally

recognized and medically necessary foot surgery

performed by a doctor of podiatric medicine.
15528. Payment shall be made by the plan on behalf of
every enrollee for all professionally recognized

._pathologlcal tests. performed at the. request of the
~enrollee’s doctor and under the direct supervision of a. -

medical doctor qualified as a specialist in pathology, by a
laboratory approved.by the agency for participation in

“the plan for specified pathological tests.

15529. Payment shall be made by the plan on behalf of
every enrollee for all legal, appropriate, professionally -

-recognized and med1cally necessary inpatient or-
outpatient hospital “service, = supplies, medication,

transfusions and food provided by a hospital approved for =

-participation in the plan by the agency, including general,

or special category hospitals, outpatient clinics,
emergency wards, convalescent hospitals, nursing homes

. and acute alcohol or drug toxification treatment centers,
‘when the enrollee is admitted or attended by a hcensed
. doctor on the staff of the hosp1tal

CHAPTER 7. SERVICES EXCLUDED FROM BENEFITS OF = =
: - THE PLAN .

15530. No payment shall 'be made by the plan on.
account of:

(a) Any medical advice glven to an enrollee by
telephone.

(b) Any cosmetic plastic surgery not deemed essential
to the physmal and mental health of the enrollee and not

approved in advance by the agency.

(c) .Any service or supplies or food provided by a
hospital at the request of the enrollee and which are not
medically necessary or prescribed by a doctor, such as but
not necessarlly llmited to. private or semiprivate

0 1207 110 0



AB1207 | - '—--12-—

BO DO 0O DO DD DO DO bt bt bt 1k ot ot pot pt ot et L
mm#mwwowmqmmawwwowmqmwﬁwmw

B G2 0o I GO 60 03 GO 0o 6o GO DO BD RO
owmqmmﬁwmmomgﬁ

accommodatlon telephone prlvate nursmg, and food not |

ordinarily served or provided to all patients w1th1n the

hospital’s basic per diem rate. | |
(d) Any medicolegal advice in conneetlon with any

legal claim or suit other than as provxded in Sections’
: '15689 and 15691.

 (e) Any service requested by or for the beneﬁt of a

second party other than the enrollee, such as but not
“necessarily limited toa life insuance application, a past,

present, or prospective employer, or any other party with
any legal or rnonetary mterest in the health of the
enrollee. _.

(f) Any service that is the resp0n31b111ty of an enrollee’s
past or present employer or custodian, such as but not

‘necessarily limited to a workmen’s compensation insurer,

the armed forces, Coast Guard, Veterans’ Admmlstratlon
penal or mental institutions. .

(g) Any service that is a covered beneﬁt of any other
public or private health insurance plan or prepald

‘hospital or medical service plan, group or organization, in-
 which the enrollee is enroiled at his own or any other
party’s expense or'is entltled to by any federal state, or

municipal agency.

(h) Any hospital or laboratory service prov1ded by a
hospltal or laboratory not approved by the agency.

(i) Any medical service provided by a doctor who has
been excluded from the plan by unrevoked orders of the
directors of the agency, except in an emergency. when.
medically necessary service IS not available from a.
nonexc]uded doctor. -

CHAPTER 8. ASSIGNMENT OF BENEFITS -

15535. It shall be a condition of enrollment in the plan':

~ that every enrollee shall assign to the agency the full and -

unreserved right to recover from any third party the full
amount of any benefits paid by the plan on account of
medical, laboratory or hospital service provided to the
enrollee, and necessitated by .the culpable actions or
negllgence of the third party and which are the liabililty

01207 115 O



_H_ﬁu“m._'_u_,gw_ﬂﬂw_w_ﬁﬂw__&_.hg_
eeeeeeeeseeeﬁeaeeeﬁgemﬂmmﬁweoaemqmmpwmr_

—13— AB1207
of the third party. |
CHAPTER 9 PREMIUMS AND PREMIUM RECEIPTS N

15540. Premiums shall be pald by every subscnber on
account of each enrollee in his or her family or employ,
in advance, monthly, quarterly, semiannually, or.
annually in the amount of eighteen dollars: ($18) per
calendar month or two hundred sixteen dollars ($216)
per year for each adult and one-half of that amount for
each child.

'15541. Subscribers who present valid evidence, in a
form prescribed by the agency, showing. that  their
enrollee’s total earned and unearned combined family -

‘income is less than twelve thousand dollars ($12,000) per
~-year (one thousand dollars ($1,000) per month, average)

shall be entitled to have their annual premiums for each
adult enrollee calculated at the rate of 1.8 percent of total
annual earned and unearned combined family income, or

one-twelfth of 1.8 percent of that income monthly, and .

one-half of that amount for each child enrollee, but in no

‘case shall the adult premium be less than three dollars

($3) per month or thirty-six dollars ($36) per yedr and
one-half of that amount for each child. |

15542. If an enrollee is employed by an employer who.

- remits premiums to the plan on behalf of employees, it

shall be the responsibility of the enroilee to advise the
employer of the .enrollee’s total annual earned and
unearned combined. family income on which the

applicable _premlum is calculated, as provided in Section -

15541.

15543. If two or more enrollees in a family are
employed by the same or various employers who remit

-premiums to the plan on behalf of employees, it shall be

the responsibility of each enrollee to. advise their
employer of any premiums being remitted to the plan by

~ every other employer of every other enrollee in the
enrollee’s family, so that there shall be no duplication in =

- the applicable amount of premiums remitted.
40

15544 If employment contracts or agreements require )
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one or more employers to pay all or part of plan
premiums and remit such premiums to the plan on behalf
of one or more éenrollees in the same family, the excess
amount of such premiums payable by the employer shall

“be paid to the employee as wages and shall not be.

remitted to the plan, after notification of the employer as
provided in Section 15543. ,

15545. Every subscriber shall be provided W1th 4
receipt for premiums paid for each enrollee of the
subscriber,; showing the enrollee’s name, address, plan-
account number, and the calendar period covered by the
premium. and if the subscriber is the employer of the
enrollee the receipt shall show the subscriber’s name,
address and plan account number

CHAPTER 10 REINSTATEMENT OF COVERAGE

- 15550. Enrollment in the plan shall be remstated;

“without loss of coverage if any unpaid premiums on.

account of any enrollees are paid within 60 days of their

due date but thereafter coverage shall not be effective
- and benefits shall not be payable on account of any

enrollee for 45 days after a subscriber has reapplied for
enrollment- and has paid any premiums then due in
advance; and the same shall apply with respect to an

| ‘.enrollee separated from his or her subscriber.

CHAPTER 11. TRUST FUND AND SUBSIDY

15555 Upon the effecnve date of inception of the plan
and the offering of subcriptions to the public, the agency
shall establish a trust fund into which shall be deposited

- all premiums received from subscribers together with an
"at least equal amount of money appropriated from the-

General Fund; from which shall be paid all claims for the
benefits of the plan and all operatmg and admlmstratwe -
costs. |

15556. During the first three years of operation of the

“plan, the Legislature may increase the amount of money

appropriated from the General Fund, relative to

01207 135 ©
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subscribers’ premiums, to be dep051ted in tbe trust fund

provided in Section.15555:

15557. Section 15556 notwithstanding, the amount of
general funds -appropriated by the Legislature and
deposited in the trust fund provided in Section 15555 shall

~not exceed the amount of subscribers’ premiums

deposited in the trust' fund during -the fourth and

succeeding years after the effective date of inception of
the -pla'n except only as provided in Section 15561. |

CHAPTER 12 APPQR'I‘IONMENT OF PREMIUMS AND

SUBSIDY

' 15560. Thlrty-two percent of all premmms recelved

from subscribers and deposited in the trust fund as.
provided in Section 15555 shall be reserved for the .
payment of medical and laboratory service benefits of the

plan, and 65 percent of all such premiums shall be

reserved for the payment of hospitalization benefits and

3 percent of all such premiums shall be reserved for the 'l

payment of operating and administrative costs and for

_unrecoverable arbitration costs and awards as prov1ded.

in Sections 15689 and 15691.

-15561. Appropnatlons from general funds shall be

deposited in the plan trust fund and reserved in the same

shall the amounts appropriated from general funds and

deposited in the trust fund be less than the difference -

between premiums paid by subscribers and the amount
of twenty-four dollars ($24) per month or two hundred
elghty eight dollars ($288) per year per enrollee enrolled
in the plan or any such amount as may be determined by
the Legislature from time to time in the future with
respect to the actual costs of the benefits provided by the

‘plan; except that all amounts expended on administrative

costs and unrecoverable arbitration costs and awards as

provided in Section 15689 in excess of 3 percent

subscribers’ premiums shall.. be appropriated from
general funds and deposited in the plan trust fund.

proportions as provided in Section 15560, but in no case . =~
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CHAPTER 13. VOLUNTABY ENROLLMENT AND
SUBSCRIPTION \

15565. Enrdllment in2the plan ‘and the- payment of
applicable premiums shall be voluntary and the personal
responsibility of every eligible adult resident of the state,

‘except that nothing in this division shall be construed as
preventing any adult subscriber from enrollmg his or her

spouse or child or adult dependents in the plan or any
employer from enrolling any employee and the

“employee’s family when the employer pays all or part of

the employee’s premiums, or the state, or any county, or
municipal welfare agency from enrolhng in the plan any
person who is in receipt of public assistance when such
public agency pays all or part of the apphcable premium

_for that person

CHAPTER 14. EFFECTIVE DATE OF BENEFITS AF’I‘ER
'ENROLLMENT -

15570 'All benefits of the plan shall become payable by

the plan ‘on the effective date of inception of the plan
~ upon enrollment and payment of applicable premiums:

prior to the date of inception; and thereafter benefits
shall become effective and payable 45 days after the date

of enrollment and payment of applicable premiums,.

except that benefits shall be effective and payable from
the date of birth when a parent or guardlan has enrolled
a child and paid the applicable premlum within 30 days _‘
after the child’s bll’th . |

CHAP’I‘ER 15. REIMBURSEMENT OF FEES PAID 'ro
NONPABTICIPATING PROVIDERS.

15575 Every enrollee. in the plan shall be entitled to
reimbursement in the - lesser amount of either the
scheduled. fee payable by the plan to a participating
medical service provider for any service that is a benefit
of the plan or the actual fee paid by the enrollee to any -
qualified nonexcluded and nonparticipating medical

C oo wEf
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service prov1der within the state for such service, upon .
submission to the plan by the enrollee of an explicit
statement of the service provided together with a valid
receipt for payment made or a valid a551gnment of
payment due to the provider. |
15576. Every nonexcluded and nonpartxmpatmg |
medical service provider within the state shall be
required, in advance of providing any service that is a

benefit of the plan-to any identified enrollee in the plan, '
to inform the enrollee in writing that the provider is not

~a participant in the plan and that the enrollee may be
entitled to receive full or partial reimbursement from the

plan for fees paid to the provider; and shall at the same

time inform the enrollee of the amount of such fees and

the amount of the scheduled fees payable by the plan for

"the service; and to this end every nonexcluded and
-nonparticipating provider shall be supplied without
charge with a copy of the current plan schedule of
-medical services and related fees as provided in Chapter

21 (commencing with Section 15610) of this division.
15577. Failure~ by ' any nonexcluded and

" nonparticipating medical service provider to inform any
. identified enrollee in the plan of all of the applicable .
~ information set out in Section 15576 shall discharge the = °
enrollee and the plan of any and all obhgatlon to pay any
- fees claimed by the provider for-any service provided
- that otherwme would be a benefit of the plan. |

CHAPTER 16. PARTIGIPATION BY MEDICAL SEBVICE
PROVIDERS ’

15580 Every nonexcluded and l1censed medical doctor,

“doctor of osteopathic medicine, doctor of podlatnc
i medicine and doctor of dental surgery shall be entitled to
be listed by the plan as a participating provider by i
. making application to Section II of the agency 30 daysin
‘advance and shall be supplied by the agency without .
‘charge with an account number, all necessary claim
--submission forms, schedule of medical services and fees,

mformatlonal matenal and two durable display 31gns at
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least 6 by 12 mches in size statmg hxs or her name,
professmnal title, plan account number, and the followmg
wording: “l am articipating medical service provnder

V%luntary Medical arid Hospital Services
Insurance. Plan. I will accept your valid plan. premium
payment receipt to submit my claim for payment to the

-plan. I may require the payment of an extra fee, which.

will be stipulated before I treat you, and which will be

“disclosed on my claim to the plan. You are entitled to

know the amount of fee I will be pald by the plan for
treating you.’

15581. Any participating medical service prov1der may-
withdraw from the plan at any time upon giving notice

to the agency in writing 30 days in advance.

15582, Any nonexcluded medical service prowder who
has voluntarily withdrawn from participation in the plan.
shall be entitled to be relisted by the plan as a

‘participating provider upon giving notice to Section II of

the agency in writing 30 days in advance and not less than’
30 days after the effective date of prior withdrawal.

15583. Every participating medical service provider
shall be required to submit a correctly completed official
claim form to the plan on account of all services that are
benefits of the plan that have been provided to any
enrollee, and to disclose on such form the amount of any
extra fees charged to the enrollee, or any portion of the
scheduled fees payable by the plan that is remltted by the
provider. -

15584. Every parnclpatmg medlcal service provxder
may at his or her own discretion advise any enrollee in
advance of treatment that the provider will require the
enrollee to pay a reasonable extra fee directly to the
provider in addition to the fee payable by the planh; and
no such extra fee shall be charged by the provider or

payable by the enrollee unless consented to by the

enrollee in advance of treatment or'if such extra fee

would effectively prevent access by the enrollee to
‘necessary medical treatment

n ooy 1n N
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"CHAPTER 17. APPROVAL OF ‘PAT'HOLOGICAL '
- LABOBATORIES '

15590. Every pathological laboratory that prov1des
services which are covered benefits of the plan and that
desires to be listed by the agency as a participating
laboratory shall submit to Section II of the agency in
writing on an approved form an application for approval
and listing, together with evidence of certification and .

‘licensure by all jurisdictional public health, safety and
- business regulatory agencies-and evidence of pr_ofessmnal_

competence in the specific services offered. | ..
- 15591. Section II of the agency shall have final authority.

‘to issue a certificate of approval to a laboratory to provide |

specified services as benefits of the plan and to list the -
laboratory as a provider of those specified services as
benefits of the plan. .

15592. Any approved laboratory listed as a provider of
specified services may from time to time request

approval as a provider of other specific services or may

request to be delisted as a provider of a specific service.
15593. Section 11 of the agency shall have authority to -
withdraw -approval and listing of a laboratory as a
provider of specified services at any time the section has
evidence of a lack of professional competence by the

'laboratory in spec1f1ed services.

CHAPTER 18. PARTICIPATION BY APPROVED
LABORATORIES ' :

15595 Every laboratory which is approved and listed
by Section II of the agency as a provider of specified

services shall be required to submit a correctly .

completed official claim form to the plan on account of

all such specific services provided to. an enrollee: at the
- request of the enrollee’s doctor and shall not bill the

enrollee for any additional fee for such service.
15596. Every laboratory which is approved and listed

" by Section II of the agency as.a provider of specified
- services shall be supphed without charge by the section
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with a plan account number, all necessary clalm
submission forms; ‘a schedule of all professionally

- recognized pathological laboratory services and related

usual, customary and reasonable fees; general
mformataonal material concerning the plan, and two

. durable display signs at least 24 by 14 inches in size stating

the name of the laboratory, the name and professional
title of the supervising medical doctor, and the followxng
wording: “This laboratory is a participating provider in
the California Voluntary Medical and Hospital Services
Insurance Plan and your valid plan premium receipt will
be accepted for submission of our claim for payment to
the plan ‘No other charge will be made to you for any

. service we provide that is a covered benefit of the plan.

We are approved by the plan to provide the followmg
services only: - . .

'CHAPTER 19. APPROVAL OF HOSPITALS

15600. Every hbspital that provides services which are

classed as benefits of the plan shall be required to submit

to Section I of the agency in writing on an approved form
an application for approval as a provider together with
evidence of .certification and licensure by all public
health, safety, and business regulatory agencies having
jl]l'lSdlCthl‘l and . a certified statement of ownership,
directors, and officers; a detailed certified inventory of all

“assets- and facilities; certified statement of current’

financial condition and a° summary of ‘income,
expenditures and operatlons for the preceding 48
calendar months, or since the commencement of
operations, whlchever is the shorter time; and the section
shall have final authonty to approve such hospital and llSt
it as a provider. N

CHAPTER 20. PARTICIPATION OF HOSPITALS |
15605. Every hospltal that is approved by Sectlon I Of'.

the agency and listed as a provider of benefits of the plan
shall be required to submit a correctly completed official

n ortones 10 0
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claim form to the plan on account of all services which are
covered benefits of the plan and provided to any enrollee
and shall not bill 'any enrollee for any additional charge
for such service but may bill any enrollee for additional

-or optional services requested by the enrollee.

CHAPTER 21. MEDICAL SERVICES SCHEDULE AND FEES

" 15610. Section. II of | the agéncy shall compile'and"_
publish a schedule of every professionally recognized and
defined physical and mental disease or disorder or the

~symptoms or syndrome thereof, and every related
- diagnostic and therapeutic service, procedure or -

treatment; and affix to each such service a fee that is in -

~proportion to the usual, customary and reasonable fee for

such service in each general area of the state.

15611. Section II of the agency shall consult with the
medical professxonal association or society in each
general area in the compllatlon of the schedule and

- affixing of fees as provided in Section 15610.

-15612. Section II of the agency: shall consult with the
med;cal professional association or society in each
general area in establishing the percentage of each
scheduled fee that will be paid by the plan for each

: .scheduled service that is a benefit of the plan. - *
15613. Section II of the agency shall provide a copy of - .-
‘the medical service and fee schedule without charge to

every participating medical service provider and shall

make additional copies of the schedule available to
participating providers and to the medical professmn in .

general at reasonable charge. |
15614. Section II of the agency shall consult with the

medical professional association or. society in each area

from time to time with respect to making appropriate
revisions - in- the schedule of medical and laboratory .
services and fees or the percentage of scheduled fees

‘payable by the plan in consideration of changed costs of -

services or available plan trust funds:
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CHAPTER 22. PA’I‘HOLOGICAL LABOBA’I‘ORY SERVICE K
SCHEDULE AND FEES

15620. Section II of the 'agency shall compile and
publish a schedule of every professionally recognized and
defined laboratory pathologxcal test and procedure and
shall affix to each such service a fee that is in proportion
to .the usual, customary, and reasonable fee for such
service in each general area of the state.

15621. Section II of the agency shall consult with the
medical professional association or society, and with the

- pathological laboratory spemahst association or society in’

each general area of the state in the compilation of the
schedule of services and fees as provided in Section 15620.

15622. Section II of the agency shall consult with the
medical professional association or.society, and with the
pathological laboratory specialist association or society in
each general area in establishing the percentage of each
scheduled fee that will be paid by the plan for each

~ service that is a benefit of the plan.

15623. Section II of the agency shall- provxde a copy of
the pathological | laboratory service and fee schedule
without charge to every approved and participating -

"laboratory service provider and -shall make additional

copies of the schedule available to participating providers -

-and to the medlcal professxon in general at a reasonable

charge. :
15624. Section II of the agency shall consult with the -
medical professional association or society and with the

- pathological laboratory specialist association or society in -
" each general area annually with respect :to making
- appropriate revisions in the schedule of laboratory

services and fees or the percentage of scheduled fees
payable by the plan to laboratory service providers. ,

| CHAPTER 23. HOSPITAL CHARGES AND RATES.
15630. Section I of the agency shall prowde each

approved hospital with a schedule of per diem rates and
charges that wxll be paid by the plan to that: hospxtal for'
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each'specified service or item that is a benefit of the plan

‘and which is -ordered on behalf of an enrollee by an

attending medical doctor, doctor of osteopathic

- medicine, ‘doctor of pod1atrlc medicine, or doctor of

dental surgery having staff privileges in the hospital with

. the consent of the hospital, and who is attending the
| enrollee with service which is a benefit of the plan. =~
15631. The per diem rates and charges for specified

services and items to be paid by the plan to each hospital

shall be set by Section I of the agency and shall be based .
on each hospital’s certified annual financial and operating

cost statement, including the cost of amortizing every
capitalized asset owned or obhgated by a hospital and-

reasonable interest on all bonded and secured debt

" obligated prior to the date of inception of the plan, and
'a projected annual operating budget for each -

forthcoming calendar year. Insofar as possible or practical

the per diem bed rate established and paid to each

hospital shall be for the lowest standard category -of

accommodation  in keeping with the medical . - -
requirements of each patient and shall include an equal

share of all capital and operating costs of all facilities

within each hospital such as operating rooms,
_laboratories, radiological equipment and the like; such

per diem bed rates to be subject to adjustment

“supplementation or reduction in relation to varying bed
utilization rates in each hospital and the length of
hospitalization of each patient. Rates payable for-

outpatient visits shall include an equal share for each

patient of all capital and operating costs of all outpatlent |

or emergency ward facilities in each hospital.

15632. After the date of inception of the plan, the per
diem rates and charges for specific services and items to"
- be paid by the plan to each approved hospital shall not

include the cost of operation or amortization .of any
capital’ expendlture that has not been specifically
approved in advance by Section I of the agency with

respect to the public interest that is likely to be served by
- such capital expendxture

' 1 ey
| i



CAB120T. . —24—

PXEX 05 OO ) B0 1O DO DO DO DO bt 1 bt i b bk it o o
gggﬁggggggggmqgﬁﬁwwwommqmmgwmwowmqmmﬁmeA

CHAPTER 24. FORM OF CLAIM FOR ‘BENEFI’I‘S OF P'LAN

15635. All clairns for service by part1c1patmg medical
service, laboratory service; and hospital service providers
shall be submitted to the plan within 60 days of the last
day of the month in which the service was provided or
completed, and on a correctly completed form supplied -

by the ageney and which shall be printed on a standard

keypunch computer entry card approximately 7% inches
by 3% inches in size with a carbon msert and a tlssue copy
for retention by the provider.

- 15636. All claims by all participating provxders shall
state the following items of information:

‘(a) Provider’s name, address and plan account -

number

(b) Provider’s assagnee of payment if any. |
(c) Medical professional association or society, or

‘review orgamzatxon having Junsdlctlon

(d) Enrollee’s name, address, and plan account
number. »

(e) Date of each separate service 1nclus1ve in tlme

() Duratlon of each serv1ce in days hours, and-

meutes

(g) Place of . service as: offxce, home hosp1tal
emergency room; outpatient clinic, or elsewhere
(h) Sequential number of each separate service in

‘related treatment.

(i) Schedule number of service, procedure or item!
(i) Related scheduled fee or .charge for serv1ce,‘

“procedure; or item.

(k) Percentage of scheduled fee payable by the plan -

(! ) Medical dlagnosm or descrlptlon of patlent S
complamt -

(m)  Name of refernng or adrmttmg doctor or
referred-to doctor. . - -

(n) Certifying signature of attendmg doctor. -

-15637. In addition to the items of information specified
in Section 15636, all medical service providers shall be
required to state on their claim form the amount, if any,
of extra fees charged the enrollee, or any portion of the,
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scheduled fees payable by the plan that are remltted by
a provider.
15638. All mformatlon on each claim submitted by each

- participating provider shall be keypunched for entry into
a computer according to a program that will enable the
- generation of the following output: '

- (a) Itemized monthly statement of all accepted clalms

“and a total payment. check for each provider.

- (b) Itemized cumulative statement for each enrollee
showmg all claimed services and amounts paid to
providers on behalf of enrollees.

(c) Cumulative statements showing the quantlty and
character of utilization of plan benefits by each provider.
and each enrollee, for use.by medical professmnal
associations or societies having jurisdiction in assessing

. individual and ‘general patterns of medical and hospital -

practice and utilization of plan benefits ona continuing - .

 basis, as prowded in Sections 15651 and 15652.

CHAPTEB 25 AUDITING'-OF CLAIMS

15640 Every claim for _service submitted by a
partlcrpatmg provider and every claim by an enrollee for-

reimbursement for payment to a nonexcluded and
nonparticipating medical service provider, as provided in ..
. Section 15575, shall be audited by the agency or its agents
* with respect to the validity of the information specified
. and required in Section 15636 and when such information
is lacking or found to be incorrect or invalid or if the

claimed service. is not a specified benefit of the plan, the

" claim shall be so noted and returned to the claimant.

15641. The agency or its agents during the auditing of
any claim shall make no assessment of the. medical

- validity, necessity, or legality of the service claimed as a
- benefit of the plan; but where there is reasonable doubt

of the medical validity, necessity, or legality of any such
claimed service the claim shall be referred to the

- directors of the agency for assessment or reference to the
medical professional association or society or review
organization having Junsdlcnon for assessment and
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recommendatlon respectmg acceptance and payment of

-lthe claim, as provided in Section 15650

‘CHAPTER 26. PAYMENT OF CLAIMS

15645. Every submitted. claim - for servxce ‘that is

benefit of the plan and which has been approved for

payment by audit and which has not been referred for
assessment as provided in Section 15641, shall be paid by
the plan within 45 days after the last day of the calendar
month in which the clalm was submltted by the prowder
or enrollee.-

" 15646. When more than one claim for service is
submitted by a participating provider or enrollee in any
one month, all approved claims shall be consolidated in
a,single payment to the provider or enrollee within the
period Spec1f1ed in Section 15645. -

CHAPTER 27. ASSESSMENT OF CLAIMS AND.
U’I‘ILIZATION OF PLAN BENEFITS

15650 The dlrectors of the agency shall make fmal
determination and assessment of the medical validity,
necessity, and legality of any claimed service that-is a
benefit of the plan and to this end may enter into an
agreement from year to year with any medical

professional association or soclety or: established review

organization having jurisdiction in any general area of
the state to consult with and advise the directors in.
making such determinations . and ‘assessments ‘and
approving or disapproving payment for claimed services.
15651. The agency may enter into an agreement from

“year to year with any medical professional association or

society or review organization having jurisdiction in any

.general area of the state to periodically or continuously
‘-review and assess. the cumulative and- continuing

utilization of plan benetfits by participating providers and

“enrollees and to continuously advise the agency of any

utilization of plan benefits that ‘appears to be 1llegal

‘excessive, unwarranted medically unnecessary,

0 1207 250 0.
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‘medically mvahd ‘éccordmg to applicable laws and the

normal and accepted standards of medical practice in the
area.

15652. To effectuate any ‘agreement prov:ded in
Section 15651, the agency shall prov1de the medical
professmnal association or society or review organization
having jurisdiction with cumulative summaries of all
claims by each participating provider and enrollee for

-services that are benefits of the plan and which are

categonzed accordmg to -the type and nature of the

- service.

15653. A medlcal professional association or society or
review orgamzatlon having jurisdiction under agreement |
as provided in Sections 15650 and 15651 may recommend
to the directors of the agency the application and nature -
of sanctions or. disciplinary action against any
participating provider or enrollee found to be utilizing

.the benefits - of the plan illegally, "excessively,
' unwarrantedly, or without medical necessity or validity.

15654. In response to the recommendations of any |
medical professional association or society. or review
organization having jurisdiction, as provided in Section
15653, the directors of the agency shall have authority to

‘order a temporary or permanent reduction in the

percentage of scheduled fees or rates payable in the

_future to a participating provider or to temporarily or

permanently exclude a medical or laboratory service

~ provider from future participation in the plan or to serve .

notice on an enrollee of a-temporary or permanent-

reduction in the benefits of the plan that will be
“reimbursable to or payable on behalf of enrollees.

15655. The agency shall pay to any medical professional
association or society or review organization having
jurisdiction with which it has entered into an agreement
as provided in Sections 15650 and 15651, a negotiated fee

‘in the amount of 0.5 percent or more or less than 0.5

percent of the total dollar amount of providers’ or

‘enrollees’ claims, reviewed durmg each three- month..

penod \
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CHAPTER 28.. STATEMENT OF BENEFITS PAID

15660 The agency shall dehver to ‘each enrollee a
statement;. as prov1ded in subdivision (b) of Section

15638, listing every. -service claimed to have been

provided to the enrollee and the amount paid to each
provider on account of such claimed service during any

period of time as may be determined by the agency W1th

respect to any enrollee. .
' 15661. As a condition of enrollment in the plan every

- enrollee shall be required to notify the agency of any
‘claims for service by any pr0v1der which the enrollee has

reason to believe were not, in fact, provided; and such.
obligation shall be noted on all statements furmshed to
enrollees. , \

CHAPTER 29. RIGHT OF RECOVERY

'15665. Any other remedies or actions against providers
and enrollees provided in this division notvmthstandmg,
the agency shall have the right to proceed in law to
recover from any provxder or enrollee any amounts pald

by the plan for services or benefits claimed but not, in
fact, provided or received, or which are determined to be

services or benefits excluded from'the plan, or services

‘provided by nonapproved or nonparhc:patmg hospitals
“and laboratories, or by medical service prov1ders
-excluded from the plan by the dlrectors | | |

CHAPTER 30 EXCLUSION OF PABTICIPANTS

15670 The agency shall have authorlty to temporanly
or permanently exclude from participation in ‘the plan
any enrollee or provider of laboratory or medical service
found to have made; with intent to defraud the plan, any
false claim for payment for service provided or received; -
or-as provided in Section 15654, and in addition to the
right of recovery as provided in Section 15665. -

15671. The agency shall have authority to temporanly
or permanently exclude from participation in the plan

0 1207 2760
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any prov1der of medlcal services found to have charged

any enrollee an extra fee of such amount as to effectively

_prevent that enrollee’s access to medlcally necessary
service; or to have acted in concert or by prlor ‘agreement
-with any other providers of medical service to regularly -

and habitually charge enrollees a scale of extra fees in

excess of scheduled fees payable by the plan.

15672. Any exclusion order made by the agency under

Section 15654, 15670, or 15671 may be appealed by the ~
excluded party to the directors or 'the agency and
thereafter to any state court having jurisdiction at any-

time within one year of the effective date of such order.
15673. The agency shall publish the names of every

medical and laboratory service provider excluded from

the plan, as provided in Sections 15654 and 15670 and shall

.advise each enrollee that they will not be reimbursed by
the plan for any. service received from any excluded

provider, except when such exclusion order is under

appeal or revoked as provided in Section 15671. -

" CHAPTER 31. ADDITIONAL BENEFITS

15675. Every paid-up enrollee.in the plan shall bé

" entitled to reimbursement in the lesser amount of either

the scheduled fee or charge payable by the plan to a

_participating provider in the area of residence of the
.. enrollee, or the actual fee or charge paid by the enrollee

to a medical doctor, pathological laboratory, or general_

medical hospital outside of the state for any service that

ordinarily would be a benefit of the plan in the state while

the enrollee was traveling outside of the state or -

temporarily living outside ‘the state for a period not

. exceeding one year from the enrollee’s date of departure .
from the state, upon submission to the agency of a valid
~receipted statement of payment for such service within

30 days of the return to the state of the enrollee.

. 15676. The benefits provided in Section 15675 shall

apply to a child born outside of the state to a mother who
is an enrollee in the plan, and who would otherwise be

‘entitled to the benefits provided in Section 15675, if the

R N e s n
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“child 15 enrolled in the pian and the apphcéble premium
'is paid on its behalf within 30 days of birth, as provxded'

in Section 15570.

15677. Not less than two years after the effective date :
of inception of the plan, the ageéency directors shall .
consider the advisability and feasibility - of offering
additional benefits to enrollees, such as but not
necessarily including or limited to payment or.
reimbursement for dental service, prescribed drugs,
prosthetics, home nursing; ch1r0practm treatrnent; and

Christian Science healing; on a basis of full or partial cost
~or a scheduled annual amount; to be included within the

established premiums of the plan or in consideration of
additional and optional premiums; and shall bring their
recommendations before the Legislature for approprlate
amendment of this division.

15678. Any subscriber who has paid premiums on
account - of any enrollee as provided in Chapter 9
(comimencing with Section 15540) and with the mutual |

consent and agreement of the enrollee shall be entitled

to enroll the enrollee as a member in any nonexcluded’

-and participating prepaid group medical practice

establishment or health - maintenance organization

- providing medical, hospital, or other health services to its .

members, from wh:ch establishment or organization the
enrollee shall exclusively receive .all necessary medical,

" hospital, or other health services so long as the enrollee
- elects to remain a.member of that establishment or

organization. The plan shall pay the establishment or

organization on behalf of the enrollee a monthly or.
“annual payment not exceeding the average of the
-monthly or annual premiums paid by all subscribers to .
" the plan together with general fund contributions to the .

plan trust fund and no other payments shall be made by

- the plan to or on behalf of the enrollee for benefits of the .
‘plan. Any plan enrollee enrolled as a.member of a

prepaid group medical practice establishment or health

" maintenance organization may give the plan notice of

election to withdraw from such membership not less than

15 days in advance of the next due contractual payment

0 1207 285 ©
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to be.made by the plan on behalf of the enrollee to such

eStablishment or organization

CHAPTER 32. AMENDMENT OF PREMIUMS AND
. MATCHING FUNDS '

15680 Not less than three years after the effectwe date
of inception of the plan, the directors of the agency may
recommend to the Legislature an appropnate increase in

the schedule of premiums set out in Sections 15540 and .
15541, if it is then found that the actual costs of medical,

laboratory and hospital services that are benefits of the
plan exceed the apportloned and reserved income from
subscribers’ premiums, as provided in Section 15560, and
matching appropriations of funds, as prov1ded in Section
15561 :

CHAPTER 33. AMENDMENT OF THE SOCIAL SECUBITY
'AND MEDICAID ACTS

15685. As a prerequisité conditioh" to this division
becoming operative, the State of California shall obtain

_from the government of the United States an agreement
to amend the laws and acts governing -those fede;al
programs generally khown and referred to as Medicare

and Medicaid, enabling the transfer and application to

- the California Voluntary Medical and Hospital Services

Insurance Agency Trust Fund, provided by Section

15555, all funds, grants and sums of money to which the

state and the re31dents of the state would ordinarily be

" entitled. to receive by agreement or statute under the -

provisions and operation of those programs in payment

‘or reimbursement for medical and hospital services.

15681. In consideration of the agreement between: the

" State of California and the government of the United

States, as prov1ded in Section 15680, every enrollee in the

- plan shall assign, transfer or pay to the agency all medical

and hospital service benefits payments or reimbursement .
to which the enrollee shall be entitled or receive under
the provisions and operation of the federal Medicare and

LY. Y. .Y n
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Medrcald programs
CHAPTER 34 ARBITRATION

15690. It shall be a condxtlon of enrollrnent and
participation in the plan that every enrollee and provider
shall agree to refer within the time allowed by any
governing statute of limitation every claim or demand for.
damages resultlng from alleged. neghgence or
malpractice in the provision of any service that is a
benefit of the plan, for arbitration to an arbitration board

convened within 30 days of the date of filing of the claim:
-and comprised of one licensed doctor and one licensed.

attorney nominated by the complainants together and

severally, and -one licensed doctor and one licensed

attorney ‘nominated by the defendants together and
severally, and one licensed medical doctor nominated by

- the medical professional association or society having

jurisdiction, and one licensed attorney nominated by the.
bar association or society having jurisdiction. S
15691. All sessions of the board of arbitration prov1ded

~in Section 15690 shall' be chaired by the attorney
. nominated by the bar association or’ society ‘having

Junsdlctmn and shall be held in quarters provxded by the
agency. |

15692. The medical doctor nominated to the board of
arbitration by the medical professional association or. -

. society. having jurisdiction shall partlclpate -in_ the

questioning and discussions of each session but shall not-
have a vote in any final decision or ruling by the board.
15693. A majority of the voting members of a board of

. arbitration, as provided in Sections 15691 and 15692 shall

determine and assess the degree of and responsibility for
negligence ‘or culpable malpractice, if any, by the
defendants together or severally and the amount of
damages, if any, sustained by the complainants together
or severally as a consequence of such negligence or
culpable malpractlce if any, by the defendants together.
or severally.

15694. If a board of arbitratlon as prov1ded in Sections‘

-0 1207 305 0
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15690, 15691 15692 and 15693 fmds that complainants -

together or severally have sustained an - amount .of
damages as a consequence of the negligence or culpable
malpractlce by the defendants together or severally, in

the provision of any service that is a benefit of the plan,

the agency shall pay to the complainants together or

severally the amount of all damages so determined and -

assessed, in full settlement of the complainants’ claim,
unless . the findings of the board of arbitration are’

appealed as provided in Section 15698.

~ '15695. The agency shall have the right to and shall
“endeavor by every means and recourse provided by law
- to recover from any defendants together or severally any -

amounts of damages pald to any complainants together or
severally as provided in Section 15694, together with any

sessional fees paid to the members of the board of

arbitration as prov1ded in Section 15696, subject to appeal
as provided in Section 15698; and to this end may
withhold all or any portion of any payments due the

defendants. together or severally for past or future

services that are benefits of the plan. -

15696. The agency shall enter into an agreement w1th
each member nominated to a board of arbitration, as
provided in Section 15690, to pay each such member a

“sessional fee in the amount of thirty-five dollars ($35) per
hour or more or less than thirty-five dollars ($35) per

hour for each hour or portion of an hour devoted by each
member to his duties on the board of arbitration.

15697. If the majority of voting members of a board of

arbitration, as provided in Sections 15690 and 15692, find
that any allegatlon of negligence or malpractice or-any
claim for damages by complamants together or severally

-is wholly without merit or capricious or malicious, the
‘agency shall have the right to, and. shall endeavor to,

recover by every means and recourse in law from the
complainants together or severally the amounts of all

sessional fees paid to members of the board of arbltratlon ,

as provided in Section 15696.
15698. Any -finding or assessment by a board of

arbxtratlon as provided in Sections 15693 and 15697 may

EEN AT NaTale B0s B - n
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“be appealed to any state court having Junsdictlon by the
~defendants together or severally or the complainants -

together or severally or by the directors of the agency if
damages are assessed and payable to complainants
together or severally as provided 1i in Sectlon 15694. |

CHAPTEB 35. LIMITED SCOPE OF PLAN

~ 15700. The purpose of this division is to provzde only for |
the establishment of a state voluntary insurance agency -

“-and plan to pay all reasonable costs of all necessary and -
- appropriate medical, pathological laboratory and hospital .

services, and such other additional benefits as may be

added in the future, as provided in  Chapter 31
- (commencing with Section 15675) for all enrollees when

and where such services are available from approved,
participating. and nonexcluded providers; and the
resources of the agency and plan shall not be used in any"
way directly to regulate the quahty or availability of; or.

“to establish or operate, such services; and if adequate

services are not available when and where required by
enrollees, the ' agency and plan shall have no

; responsabﬂlty or liability to provide such servwes, and in

consideration “of the aforestated. limited scope . and

“purpose of this division, enrollmentin and subscription to -
_the .plan shall be voluntary for all enrollees and

subscribers as provided in- Section 15565; and. by so-

limiting the scope-and purpose of this division to the
- providing of economic access to existing and available
“health services any deficiencies in the quality, quantity, |

modes, methods, economics and distribution of those.
services should be clearly revealed and may then be-
corrected or improved by the health care profession 0T
appropriate public or private agencies, outside of an.
independent of the California Voluntary Medical and
Hospital Services Insurance Plan and Agency.

CHAPTER 36. ESTIMATED COST.OF PLAN.

15705. The cost of medical and hospital service i

01207 323 0
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represented by the gross revenues of the physmlans and
hospitals that provide the service. The cost of the services
that are benefits of the plan created by this d1v131on can
be estimated as follows: -

~(a) The Internal Revenue Service pubhcatlon

numbered ' 438 (3/76) states that a total of 20,306

individual office-based physicians in California reported
total gross income, including other than professional fees,

"of one billion one hundred fifty-two million eight

hundred fifty-one thousand dollars ($1;152,851,000) or-an
average of fifty-six thousand seven hundred
seventy-three dollars ($56,773) each, in 1972. In addition,
approximately 6,000 other physxmans a$ partners in-
partnerships reported average. gross incomes of
approximately eighty-two thousand dollars ($82,000)
each (these latter figures are extrapolated from the IRS
data which include physician partnership returns with’
those of other health service professionals such as
dentists). The combined total of approximately 26,306

individual and partnership physicians reported average

gross incomes of approximately- sixty-two thousand five
hundred dollars ($62, 500) each or ‘a total of

‘approximately one billion six hundred forty-five million

dollars- ($1,645,000,000). If the average gross revenues of
all office-based physicians increased to eighty-eight
thousand dollars ($88,000) each and the number of .
physicians increased to 28,000 by fiscal year 1980, their

total revenue would then amount to approximately two

billion = four hundred sixty-four million dollars
($2,464,000,000) or about one hundred seventeen dollars
($117) per capita for 21,000,000 residents of the state, of
which approximately 75 percent or ninety dollars ($90)
per capita would be payable as benefits of the plan for |
medically necessary medical services. -

‘(b) The Social Security Bulletin (3/76) estimates that
in 1975 the total expenses of all publicly and
privately-owned acute and ‘extended care community
hospitals for all 1npat1ent and outpatient services,

- including the - salaries of approximately 70,000 staff
physicians, were about thirty-five' billion s1x hundred

\
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0 1907 340 O



,AB1207'_ S —3—

— O 06 =1 S U GO DO =

ot ok ot et pand ot et
Coo~I1Ud LN

B 03 00 G2 GO €O GO ) 0I 03 0o IO DO DO DO DO DO DO 1O O N
owmqmm»wMHoggqgggmgpo

- million dollars ($35 600 ,000,000) or about one hundred
-seventy dollars ($170) per capita for the U. S. civilian
- population of 210,000,000. If national average hospital

expenses increase to ‘about two hundred twenty-five
dollars ($225) per capita by 1980 and if California costs
exceed the national average by about 10 percent and are
approximately two hundred fifty dollars ($250) per
capita, approximately 75. percent or one hundred
eighty-nine dollars ($189) per capita would be payable as

benefits of the plan for medlcally necessary hospital
. service.

(c) The combined cost of medical and hosp1tal benefits

‘of the plan, as itemized above, would be about two
- hundred seventy-nine dollars ($279) per capita or a total
of five billion eight hundred fifty-nine million dollars

($5 859000000) if 21,000,000 residents of the state-

-enrolled in the plan in 1980.

.15706. The premium schedulé for subscribers to the
plan established by Chapter 9 (commencing with Section
15540) should result in an average income to the plan of

-~ not less than twelve dollars ($12) a month or one hundred
- forty-four dollars ($144) a year per enrollee or a total of

three billion twenty-four million dollars ($3,024,000,000)

. if 21,000,000 residents “enrolled in the plan, which,

together with matching. state ‘general funds, would

‘amount to a plan trust fund of six billion forty exghtj

million dollars ($6,048,000,000).
-15707. Chapter 12 (commencing with Section 15560)

,"restrlcts total administrative expenses and unrecoverable
. arbitration award payments to 3 percent of available plan
trust funds ‘or one-hundred eighty-one. million- four

hundred forty thousand dollars ($181,440,000) or about

nine dollars ($9) a year per capita, 1f 21,000,000 residents

enrolled in the plan.

. 15708. If 21,000,000 residents enrolled in the plan by

1980 and medical and hospital benefits amounted to five

billion eight hundred fifty-nine- million dollars
($5,859,000,000), as postulated in subdivision (c) of

Section 15705, and administrative expenses amounted to
one hundred eighty-one million four hundred forty
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| thouéand dollars ($181,440 000) as postulated in Sectxoﬁ o
13702, and total plan trust funds amounted to six billion
forty~e1ght million dollars ($6,048,000,000), as postulated -

in Section 15707, the plan would have an operating
surplus of seven million fivé hundred 51xty thousand
dollars ($7,560,000). |

15709. Initial enrollment at mceptlon of the plan .
probably would not exceed five million and probably not-

“exceed 10 million by the end of the first two years of

operation. The majority of initial enrollees would.
probably be in the lowest income categories, presently
receiving medical and hospital care under either or both

Medicare and. Medi-Cal and therefore entitled to pay"

minimum premiums of three dollars ($3) per month and
to receive the maximum general funds subsidy of

- twenty-one dollars ($21) per month. The general funds
.subsidy for five million enrollees would thereby possibly .

amount to one billion two hundred sixty million dollars

($1,260,000,000) per year. Such a subsidy would be some

one hundred fifty-nine million four hundred sixty-six -

thousand eight hundred dollars ($159,466,800) less than
- estimated 1975 Medi-Cal expenditures of one billion four
“hundred nineteen million four hundred sixty-six
thousand eight hundred dollars ($1,419,466,800) for
medical and hospital services. and associated
administrative expenses that would be replaced by this
" plan. _
- 15710. Approx1mately half or 2.5 million of the initial <
five million enrollees in the plan probably would be
" entitled to Medicare benefits for medical and hospital

care, amounting to approximately one billion two
hundred million dollars ($1,200,000,000), which would be

~ available to the plan under agreement with the United
- States government as provided in Sections 15680 and
 15681. These in-lieu Medicare funds would more than

offset the higher medical and hospital expenses incurred

- by elderly and low-income patients.

15711. During subsequent years, the intake of enrollees

~would trend ~toward younger and higher-income

categories who would pay hlgher premiums and require
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_less medical and hospltal service. When 20 ‘million’

persons are enrolled, premiums would probably average

* in excess of twelve dollars ($12) per capita per month, at
which point state general funds subsidies would amount

to approximately two hundred forty million dollars

- ($240,000,000) per month or two billion eight hundred

eighty million dollars ($2,880,000,000) per year, being
some two hundred sixty million five hundred thirty-three
thousand two hundred dollars ($260,533,200) more than
current Medi-Cal expenditures of one billion four
hundred nineteen million four hundred sixty-six-

thousand eight hundred dollars ($1,419,466,800) and one
‘billion two hundred million dollars ($1,200,000,000) in

Medicare payments to California residents for medlcalr
and hospital care. : o
SEC. 2. The sum of __ dollars () is

:_hereby approprlated from: the General Fund for

allocation in accordance with the following schedule: -

" (a) To the California Voluntary Medical
' -and Hospital Services Insurance Agency
to enable the agency to carry out the
nresponmblhtles and functions specified
in Section 5510 within the tzme limits
' .spec1ﬁed ........................................................ $_
- (b) To the California Voluntary Medlcal
. and - Hospital Services Insurance
- 'Agency Trust Fund for the payment of
" claims for the benefits of the plan and |
‘operating. and administrative costs as
lspecxﬁed in Section 15555 vovvvesvrrsens $_
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