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CALIFORNIA LEGISLATURE—1979-80 REGULAR SESSION

ASSEMBLY BILL | No. 3068

—
——

Introduced by Assemblymaﬂ Bannai

March 7, 1980

BEFER-RED TO COMMITTEE ON FINANCE, INSURANCE, AND COMMERCE

Al

L]

An act to add Part 6.5 (commencing with Section 12700) to
Division 2 of the Insurance Code, relating to health insurance.

LEGISLATIVE COUNSEL’S DIGEST

- AB 3068, as introduced, Bannai (Fin., Ins, &
Com.). Comprehensive health insurance. |

The existing law has no provisions relating to qualified
comprehensive health insurance.

This bill would enact provisions relating to comprehensive
health insurance which would, among other things, do all of
the following;:

(1) Requlre as a condition to transacting health i insurance
business in this state, a carrier offering group or individual
policies of health insurance, to offer qualified comprehensive
health insurance through group policies and through’
individual policies and by participating in the California
l()ch)lmprehenswe Health Insurance Association, created by the

i

(2) Reqmre every employer with respect to any group
health insurance policy delivered or issued for delivery in this
state, or a self-insured employee welfare benefit plan
established in this state, with specified exceptions, to offer to
its employees a plan of coverage providing health benefits, as
specified.

(8) Specity those individuals eligible to be covered under
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a group comprehensive health insurance plan’ offered
pursuant to the bill. |

(4) Establish a nonprofit legal entity to be known as the :-

California Comprehensive Health Insurance Association, for
the purpose of assuring that qualified comprehensive health
insurance is made available throughout the year to each
California resident applying for such coverage.

(5) Require that each carriers, health maintenance
organizations and self-insurers providing health insurance or
health care services in this state be a member of such
association.

(6) Provide for the establishment of a board of directors of
the association to be selected by the members of the
association subject to the approval of the insurance
commissioner. |

(7) Require such association to submit to the commissioner
a plan of operation for the association.

(8) Provide that the association be subject to examination
by the commissioner. |

(9) Require the State Department of Social Services to
secure qualified comprehensive health insurance coverage
for all eligible recipients and to enter into contractual
‘agreements with carriers of the association to perform
physical intermediary functions. » -

(10) Make various technical and conforming changes.

Under existing law, Sections 2231 and 2234 of the Revenue
and Taxation Code require the state to reimburse local
agencies and school districts for certain costs mandated by the
state. Other provisions require the Department of Finance to
review statutes disclaiming these costs and provide, in certain
cases, for making claims to the State Board of Control for
reimbursement.

This bill provides that no appropriation is made by this act
pursuant to Section 2231 or 2234, but recognizes that local -
agencies and school districts may pursue their other available
remedies to seek reimbursement for these costs.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes.
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The peop)é of the State of California 'dq- enact as follows:

SECTION 1. Part 6.5 (commencing with Section
12700) is added to Division 2 of the Insurance Code, to
read: |

PART 6.5. COMPREHENSIVE HEALTH
INSURANCE.

12700. As used in this part:

(a) *Association” means the California
Comprehensive ~ Health  Insurance  Association
established under Section 12712.

(b) “Carrier” ‘means an insurer providing medical,
hospital, or surgical expense incurred health insurance
policies. ,

(¢) “Commissioner” means the Insurance
Commissioner. .‘

(d) “Eligible expenses” means those charges for
health care services and articles provided for in Section
127083. ‘

(e) “Employer” means any person, partnership,
association, trust, estate, corporation, whether foreign or
domestic, or legal representative, trustee in bankruptcy,
receiver or trustee, or the legal representative of a
deceased 'person, including the State of California and
each county, city, and city and county therein, which has
in its regular employ one or more employees during any
calendar year after the effective date of this part.

(f) “Health care facility” means any institution
providing health care services that is licensed in this state,
including institutions engaged principally in providing
services for health maintenance organizations or for the
diagnosis or treatment of human disease, pain, injury,

deformity, or physical condition, including a general

hospital, special hospital, mental hospital, public health
center, diagnostic center, treatment center,
rehabilitation center, extended care facility, skilled
nursing facility, nursing home, intermediate care facility,

- tuberculosis hospital, chronic disease hospital, maternity
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hospital, outpatient: clinic, home health care agency,
bloanalytlcal laboratory, or central services facility
servicing one or more such institutions, but excluding
institutions that provide healing solely by prayer.

(g) “Health care institutions” means skilled nursing
facilities, home health agen(:les and hospitals.

(h) “Health care provider” means any physician,
hospital, or other person who is licensed in this state to .
furnish health care services.

(i) “Health care services” means any services or
products included in the furnishing to any individual of
medical or dental care, or hospitalization, or incident to
the furnishing of such care or hospitalization, as well as
the furnishing to any person of any other services or
products for the purpose of preventing, alleviating,
curing, or healing human illness or injury.

(}) “Health insurance” means hospital, surgical, and
medical expense incurred policies, nonprofit hospital

- service plans, and self-insured employee welfare benefit

plans; however, the term “health insurance” does not
include short-term travel accident policies, accident only
policies, fixed indemnity policies,  automobile medical
payment, or incidental coverage issued with or as a
supplement to liability insurance.

(k) “Health maintenance organization” means any
person or entity who undertakes to provide for, arrange:
for, pay for, or reimburse any part of the cost of any
health ~care services, and at least a part of such
arrangement consists of arranging for or the provision of
health care services, as dlstmgulshed from
indemnification against the cost of such services, on a
prepaid basis.

(1) “Insured” means all individuals who are provided
qualified comprehensive health insurance coverage
under an individual or group policy, including all
dependents-and other insured persons, if any.

(m) “Medical” means medical assistance funded bY
state and federal agencies. -

(n) “Medicare” means Title XVIII of the Social
Security Act (42 U.S.C. 1395 et seq.).

99 100
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(o) “Policy” meansa contract pohcy, or plan of health
insurance.

(p) “Policy year” means a 12-month perlod durmg
which a policy provides coverage or obligates the carrier
to provide health care services.

(@) “Qualified comprehensive health insurance”
means the coverage specified in Section 12708 of this part.

(r) “Qualified psychologist” means a person who:

(1) Is licensed or certified as a psychologist; -

(2) Has a doctoral degree in clinical psychology, and

(8) Has at least two years of supervised experience in
clinical psychology in a licensed hospital or mental health
center.

(s) “Self-insurer” means an employer who provides
services, payment for, or reimbursement of any part of
the cost of health care services other than payment of
insurance premiums or subscriber charges to a carrier.

(t) “Services of a skilled nursing facility” means that
such services must commence within 14 days followmg a
confinement of at least three consecutive days in a
hospital for the same condition.

(u) “Skilled nursing facility,” “home health agency,”
“hospital,” and “home health services” have the
meanings assigned to them pursuant to federal law (42

- US.C 1395)

12701. - (a) As a condition to transacting health
insurance business in this state, a carrier shall, |
connection with the offering of every'individual or group
health insurance policy to be issued for delivery in
California, offer qualified comprehensive health

. insurance through group policies, through individual

policies, and by participating in the California
Comprehensive Health Insurance Association under
Section 12712; or by a combination of any of the methods
specified herein.

Such obligation to offer quahfxed comprehensive
health insurance required shall not arise due to the fact
that a carrier issues short term, travel accident policies,
accident policies, accident only policies, fixed indemnity
policies, automobile medical payment, or incidental
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coverages issued with or as a supplement to liability
policies. _ :

(b) Any health maintenance organization or
self-insurance plan shall include a conversion privilege
for its members, covered employees, and other covered
individuals under which qualified comprehensive health
insurance coverage is available immediately upon
termination of coverage under the health maintenance
organization or self-insurance plans. Conversion benefits

"shall be made available through the association or

otherwise.

- 12702. (a) Every employer with respect to any group
health insurance policy delivered or issued for delivery in
this state, or a self-insured employee welfare benefit plan
established in this state, except as provided below, shall
offer to its employees a plan of coverage which provides
benefits equivalent to those enumerated in subdivision
(a) of Section 127083, subject to the exclusions permitted
by subdivision (c¢) of Section 12703. Employers shall
inform their employees of the availability of qualified
comprehensive health insurance. The employer S
obligation to make such coverage available shall arise
when the employer has either:

(1) Twenty-five or more employees and 50 percent or.
more of them apply for coverage; or

(2) Less than 25 employees and 10 employees apply
for such coverage.

If more than 50 percent of the employees apply for
qualified comprehensive health insurance coverage, an
employer shall make available the qualified
comprehensive coverage to all of its covered employees.
However, an employer or carrier may discontinue a plan
provxdmg qualified comprehensive health insurance or

equivalent benefits when enrollment drops below 50

percent of the employees or less than 10 if there are less
than 25 total employees. No other provision of this part
may be construed to limit the ability of employees to
select among different health insurance optlons offered

by employers at any time. The term “employee” shall not

include employees who work less than 20 hours per week
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and 26 weeks per year. |

(b) The plan shall be financed from funds solely
contributed by the employer or solely by the employees
or any combination thereof, subject to the condition that
the employer contribute at least the same absolute dollar
amount for purchase or provision of the coverage on
behalf of each employee as the employer pays or would
pay for any other health benefit plan continued or made
available to employees.

(¢) The requirements of this section shall not apply to:

(1) Employers providing employees with health
benefits coverage under terms of a collectively bargamed
agreement of the employer and the employees’ union

representatives;

(2) Employers with fewer than 10 employees; or

(8) Employers that demonstrate compliance with the
purpose of this part by submitting to the commissioner a
plan of employee coverage that is determined by the
commissioner to be no less favorable to the insured or
covered member than the qualified comprehensive
coverage required to be made available hereunder.
Employers demonstrating such compliance shall not be
required to meet any other requirements of this section.
The commissioner may adopt appropriate equivalency
tables or guidelines to be used in determining whether
the employer’s plan of coverage is no less favorable to the
insured or covered member than qualified
comprehensive coverage.
- (d) An employer may offer qualified comprehensive
health insurance coverage even though the employer is
not be obligated to do so. .

127038. (a) Qualified comprehensive health
insurance shall pay reasonable and customary charges for
necessary health care services rendered or furnished for
the diagnosis or treatment of illness or injury, which
exceed the deductible and copayment amounts
applicable under Section 12704, when such charges are
eligible expenses. “Eligible expenses” means the charges
for the following health care services and articles to the
extent furnished by a health care provider in an
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emergency situation or furnished or prescribed by a
physician: -

(1) Hospital services, including charg‘es for the

institution’s most common semi-private room, and for
private room only when medically necessary;
- (2) Professional services for the diagnosis or treatment
of injuries, illnesses, or conditions, other than mental or
dental, which are rendered by a physician, or, at his or
her direction, by his or her staff of registered graduate
nurses and allied health professionals;

(8) The first 20 professional visits for the diagnosis or
treatment of one or more mental conditions rendered
during the year by one or more physicians, or, at the
direction by their staff of registered graduate nurses and

allied health professionals;

(4) Drugs and- contraceptive devices requiring a
physxcmn s prescription;

(5) Services of a skilled nursing facility for not more
than 180 days per year;

(6) Services of a home health agency up to 270 days of
service per year;

(7) Use of radium or other radioactive materials;

(8) Oxygen; -

(9) Anesthetics;

(10) Prostheses, other than dental

(11) Rental of durable medical equipment which has
no personal use in the absence of the condition for which
prescribed; :

(12) Diagnostic x-rays and laboratory tests

(18) Oral surgery for:

(A) Excision of partially or completely erupted
impacted teeth;

(B) Excision ‘of a tooth root without the extractlon of
the entire tooth; or

(C) The gums and tissues of the mouth when not
perflc:rmed in connection with the extraction or repair of
teet '

(14) Services of a physical theraplst and services of a
speech therapist; and

(15) Professional amubulance services to the nearest
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health care faéility qualified to treat the illness or injury.

(b) For purposes of this section, if benefits are
provided in the form of services rather than cash
payments, their value shall be determined on the basis of
their monetary equivalency.

(¢) The following do not constitute ehglble expenses
in any qualified comprehensive health insurance plan
within the scope of this section:

(1) Services for which a charge is not made in the
absence of insurance or for which there is no legal
obligation on the part of the patient to pay;

(2) Services and charges made for benefits provided
under the laws of the United States including medicare,
military service-connected disabilities, medical services
provided for members of the armed forces and their

dependents or for employees of the armed forces of the

United States, medical services financed in the future on
behalf of all citizens by the United States, but not
including medicaid;

(3) Benefits which would duplicate the provxsmn of
services or payment of charges for any care for injury or
disease either:

(A)- Arising out of and in the course of an employment
subject to a worker’s compensation or similar law; or

(B) For which benefits are payable without regard to
fault under a coverage statutorily required to be
contained in, any motor vehicle or other liability
insurance policy or equivalent self-insurance.

However, such provision shall not authorize exclusion
of charges that exceed the benefits payable under the
applicable workers’ compensation or no-fault coverage;

(4) Care which is primarily for custodial or domiciliary
purpose; |

(5) Cosmetic surgery unless provided as result of an
injury or medically necessary surgical procedure; and

(6) Any charge for services or articles, the provision of
which is not within the scope of the license or certificate
of the institution or individual rendering such services.

12704. (a) Subject to the limitation provided in
subdivision (c), a qualified comprehensive . health
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insurance policy offered in accordance with this chapter
shall impose a two hundred dollar ($200) deductible on
a per person, per policy year basis. The deductible shall
be applied to the first two hundred dollars ($200) of
eligible expenses incurred by the covered person.

(b) Subject to the limitation provided in subdivision
(c), a mandatory copayment requirement shall be
imposed at the rate of 20 percent of eligible expenses in
excess of the mandatory deductible.

(c) The maximum aggregate out-of-pocket payments

for eligible expenses by the insured in the form of

deductibles and copayments shall not exceed two
hundred dollars ($200) or 10 percent of the insured’s
adjusted gross income, whichever is greater. Such
limitation shall be applied on a per insured, per policy
year basis. The maximum out-of-pocket expense limit
shall not apply to any insured that fails to provide the
carrier with adequate evidentiary information on
adjusted gross income.

 The amount of the out-of-pocket expense limitation for

‘an insured shall be administratively determined annually

by the carrier according to information provided by the
insured. The maximum out-of-pocket expense limit shall .
be based upon the insured’s adjusted gross income in the
last full tax year immediately preceding the
comprehensive health insurance policy year. The insured

shall provide information reasonably satisfactory to the

carrier disclosing the required adjusted gross income

amounts. Submission of information on income through a

sworn affidavit or a notarized statement shall be accepted
by carriers as satisfactory disclosure of income. If a policy
or certificate of coverage covers more than one family
member or dependent, the applicable adjusted gross
income figure shall be the aggregate adjusted gross
income of all the covered individuals. The information
furnished by the insured under this section or the fact
that it is not provided shall remain confidential and shall
not be used by the carrier for any other purpose.

(d) Except for coverages in effect on December 31,
1980, carriers providing qualified comprehensive health

g9 220
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insurance shall be prohibited from including therein any
form of health insurance primarily designed to
supplement qualified comprehensive plan coverage by
providing coverage for the deductible, copayment, or
exclusion amounts under a qualified comprehensive plan
unless such coverage is provided through a separate
policy and purchased by the insured. /

12705. (a) No person shall be eligible for qualified
comprehensive health insurance coverage who, at the
effective date of coverage, has or would have coverage
under a qualified comprehensive plan - either
individually, through a group, or as a dependent.

(b) Coordination of benefit provisions may be
included in a group qualified comprehensive health
insurance plan, if such benefits are not less favorable to
the insured. Benefits provided by qualified
comprehensive health insurance shall be secondary to
any health insurance provided under any other state or
federal law, except Medi-Cal.- Notwithstanding any
contrary requirement of state law, benefits of a qualified
comprehensive health insurance plan shall not be
coordinated with or reduced by reason of any separate
coverage of the deductible or copayment amounts
permitted by subdivision (d) of Section 12704.

(c) Qualified comprehensive health insurance,
whether issued by carriers or issued or reinsured by the

~ association under Section 12712 shall conform to all of the

requirements enumerated herein. No qualified
comprehensive health plan contract shall be delivered or -
issued for delivery until approved by the commissioner.
(d) If a qualified comprehensive health insurance
policy provides that coverage of a dependent unmarried
child terminates when the child becomes 19 years of age
(or 25 years of age if he or she is enrolled full time in an
accredited eductional institution), the policy shall also
provide in substance that attainment of the limiting age
shall not operate to terminate his or her coverage while
he or she is, and continues to be, both: |
(1) Incapable of self-sustaining employment by th
reason of mental retardation or physical handicap; and

-~ o~
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(2) Chiefly dependent upon the person in whose
name the contract is issued, or the insured member, in
the case of a group policy, for support and maintenance.

However, proof of such incapacity and dependency
shall be furnished to the carrier within 30 days of the
child’s attainment of the limiting age, and subsequently
as may be required by the carrier, but not more

frequently than annually after the two-year period

following the child’s attainment of the limiting age.

(e) Any qualified comprehensive health insurance
policy that provides coverage for a family member of the
person in whose name the contract is issued shall, as to
the family member’s coverage, also provide that the
health insurance benefits applicable for children be
payable with respect to a newly born child of the person
in whose name the contract is issued from the moment of
birth. The coverage for newly born children shall consist
of coverage of injury or illness, including the necessary
care and treatment of medically diagnosed congenital
defects and birth abnormalities. If payment of a specific
premium is required to provide coverage for the child
the contract shall require that notification of the birth of
a child and payment of the required premium be
furnished to the carrier within 31 days after the date of
birth so that such coverage may be continued beyond the

. 81-day period.

(f) Quallfled comprehenswe health insurance plans
may contain provisions under which coverage is excluded

- during-a period of six months following the effective date

of coverage as to a given covered individual for -

_preexisting conditions, as long as:

(1) The condition manifested itself within a penod of
six months before the effective date of coverage in such
a manner as would cause an ordinarily prudent person to
seek diagnosis, care, or treatment; or |

(2) Medical advice or treatment was recommended or
received within a period of six months before the
effective date of coverage.

This subdivision may not be construed to prohibit
preexisting condition provisions in an insurance pohcy

m~n BEN
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which are more favorable to the insured.

(g) Any individual qualified comprehensive health
insurance plan issued as a result of conversion from group
health insurance, from a health maintenance
organization plan, or from a self-insured group shall
credit the time covered under a group or individual plan
to the durational requirements of this section.

(h) Any individual qualified health insurance plan
issued as a result of the withdrawal of a carrier from the
individual health insurance market under paragraph (2)
of subdivision (a) of Section 12707 shall credit the time
covered under the termination policy to the durational
requirements of this section.

12706. (a) A group comprehensive health insurance
plan offered pursuant to this part shall be one under

- which the individuals eligible to be covered include:
(1) Each qualified employee or member of the group '

policyholder;

(2) The spouse of each qualified employee or
member; and ,

(8) The dependent unmarried children of the
qualified employee or member who are:

(A) Under 19 years of age; or

(B) Under 25 years of age and are full-time students in
accredited educational institutions.

(b) The group comprehensive health insurance plan
shall also provide for the continuation of coverage in
accordance with each of the following circumstances:

(1) Upon layoff, leave of absence, or termination of
employment, other than as a result of death of the
employee, continuation of the coverage for such
employee and his covered dependents to the end of the
second calendar month following the calendar month in
which such layoff, leave of absence, or termination
commenced.

(2) Upon the death of the employee, continuation of
coverage for the covered dependents of such employee
to the end of the second calendar month following the
calendar month in which death occurred;

(38) During an employee’s absence due to illness or
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injury, continuation of coverage for such employee and
his or her covered dependents for at least 30 months from:
the beginning of such absence; or
(4) Upon termination of the group plan, coverage for
covered individuals who were totally disabled on the date
of termination, shall be continued for a period of 12
calendar months following the calendar month in which
the plan was terminated, provided that a claim is .
submitted therefor within two years of the termination of
the plan. Such continued coverage shall also include
pregnancy benefits, provided the covered individual was
pregnant on the date the plan was terminated.
(c) The coverage of any covered individual
terminates: |
(1) As to a child, at the end of the premium period in
which the child marries, ceases to be a dependent of the
employee, or attains the age of 19, whichever occurs first,
except that if the child is a fulltime student at an
accredited institution, such coverage shall be continued

“while the child remains unmarried and a full-time

student, but not beyond the premium period in which -
the child attains the age of 25; ,

(2) As to the employee s spouse, at the end of the gy
premium perlod in which a divorce, annulment, or legal
separation is obtained; and

(3) Astothe employee or employee’s spouse, the date
preceding such person’s eligibility for medicare benefits
under Title XVIII of the Social Security Act (42 US.C.
1395 et seq.). |

(d) Any employee or dependent entitled - to a .
continuation of coverage under this section at a time
when the employer changes plans, and who would
thereby lose his or her continuation of coverage, shall be
eligible under any successor plan for not less than the
continuation of the coverage that would have been
required had the prior plan remained unchanged.

(e) Any continuation of coverage required by this
section, other than that required in subsection (4) of
subdivision (b), shall be subject to the requirement on
the part of the individual whose coverage is to be
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- continued, that the md1v1dual contribute the part of the

premium he or she would have been required to
contribute had the employee remained an active covered
employee.

(f) The group comprehenswe health insurance plan
shall permit an employee required to be made eligible for
coverage thereunder to elect instead, to apply for
coverage from any licensed health maintenance
organization and to have the employer pay toward the
cost of coverage by such organization an amount equal to
the amount the employer would pay toward the cost of
coverage of such employee under the employer s plan.

(g) The group comprehensive health insurance plan
shall make available to any eligible person covered under
the plan, a conversion privilege under which qualified
comprehensive health insurance shall be available
immediately upon termination of coverage under the
group plan; however, the conversion coverage shall not
duplicate any coverages continued under the terminated
group plan.

(h) No group qualified comprehensive health
insurance plan shall exclude any individual member who
would otherwise be eligible for coverage under a group
plan solely on the basis that the individual is either:

(1) Eligible for coverage under the state Medi-Cal
program; or |

(2) Uninsurable under individually underwritten
health standards.

12707. (a) The individual qualified comprehenswe
health insurance policy shall contain provisions under
which the carrier or association shall be obligated to
renew the contract until the earlier of:

(1) The day on which the individual in whose name
the contract is issued first becomes eligible for medicare
coverage, except that in a family policy covering both

‘husband and wife, the age of the younger spouse shall be

used as the basis for meeting the age or such durational
requirement; or

(2) The next anniversary date which has been
preceded by at least 120 days before notice from the

{
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carrier that is refusing to renew on the next policy
anniversaries of all individual qualified comprehensive
health insurance plans in force in this state and that it
shall no longer issue individual health insurance in this
state, except conversion policies required under the
terms of group or individual policies. As a condition -
precedent to a carrier’s refusal to renew, it shall arrange
for the availability of qualified comprehensive health
insurance for all of the individual policyholders which
shall credit the time covered under the terminating |
policy to any durational requirement for coverage of
preexisting conditions under the new policy.

(b) The carrier or association shall not change the
rates for individual qualified comprehensive health
insurance, except on a class basis with a clear disclosure
in the policy of the carrier’s or association’s right to do so.

(c) The individual qualified comprehensive health
insurance policy shall provide that upon the death of the
individual in whose name the contract is issued, every
other individual then covered under the contract may
elect, within a period specified in the contract, to
continue coverage under the same or a different contract .
until such time as he would have ceased to be entitled to .
coverage had the individual in whose name the contract: -
was issued lived. |
~ 12708. On and after September 1, 1981, every health
care provider shall make reasonable efforts before
providing services to determine whether the recipient of

the provider’s health care services is covered under
qualified comprehensive health insurance, and shall

make a reasonable effort to advise the recipient, upon
request, of any health care expenses rendered by the
provider that are not eligible for reimbursement under
qualified comprehensive health insurance.

12709. Carriers, the association, and health care
providers may enter into negotiations and agreements
for the establishment of direct payment plans, automatic
assignments, or other mechanisms under which carrier
payments shall be accepted as complete fulfillment of
charges made by the provider for eligible expenses or

g9 330
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expenses covered under a health insurance plan. Any
reduction in charges of health care providers shall apply
to all purchasers and third party purchasers of health care
services, and no health care provider shall discriminate in
its charges as to any purchaser of health care services.
12710. Benefits payable under qualified

comprehensive health insurance policies shall be
‘necessary for care and treatment, and for reasonable and

customary charges. Charges payable under qualified
comprehensive health insurance shall be subject to
review by mechanisms to be determined by the carrier
or association in accordance with regulations adopted by
the commissioner. Any such charges determined shall be
furnished to the insured upon written request.

12711. A health care provider shall not refuse to
render health care services to any person covered under
qualified comprehensive health insurance because of the
scope of the insured’s coverage. Any violation of Sections
12708, 12709, or 12710 shall be grounds for suspension or
revocation of the provider’s license in accordance with
procedures established by the appropriate state licensing
agency. . -

12712. ‘There is hereby established a nonprofit legal

" entity to be known as the California Comprehensive

Health Insurance Association, which shall assure that
qualified comprehensive health insurance is made
available throughout the year to each California resident.

applying for such coverage. All carriers, health - -

maintenance organizations, and self-insurers providing
health insurance or health care services in this state shall

- be members of the association. Each carrier, in meeting

its obligation under this section, may elect to issue a .
qualified comprehensive health insurance policy in its
own name, may reinsure the policy with the association,
or may refer the risk to the association which will provide
the qualified comprehensive health insurance in the
name of the association. The association shall operate
under a plan of operation established and approved
under Section 12714 and shall exercise its powers through
a board of directors established pursuant to section 12718,

~ar P
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12713. The board of directors of the association shall
be selected by the members of the association subject to
approval by the commissioner. To select the initial board
of directors and to initially organize the association, the
commissioner shall give notice to all members in this
state of the time and place of the organizational meeting,

- In determining voting rights at the orgamzatlonaljt

meeting, each member shall be entitled to one vote in
person or by proxy. If the board of directors is not.
selected within 60 days after the organizational meeting,
the ‘commissioner shall appoint the initial board. In’
approving or selecting members of the board, the
commissioner shall consider whether all members are
fairly represented. Members of the board may be
reimbursed from the moneys of the association for
expenses incurred by them as members, but shall not be
otherwise compensated by the association for then‘
services. '

12714. (a) The association shall submit to the
commissioner a plan of operation for the association and
any amendments thereto necessary or suitable to assure
the fair, reasonable, and equitable administration of the
association. The plan of operation shall become effective
upon approval, in writing, by the commissioner,:
consistent with the date on which the coverage is to be
made available. The commissioner shall, after notice and
hearing, approve the plan of operation if the plan is
determined to be suitable to assure the fair, reasonable, 5
and equitable administration of the association and
provides for the sharing of association losses on an-
equitable proportionate basis among the member -
carriers, health maintenance organizations, and
self-insurers. If the association fails to submit a suitable

plan of operation within 180 days after the appointment
of the board of directors, or at any time thereafter the

 association fails to submit suitable amendments to the |

plan, the commissioner shall adopt appropriate- rules
necessary or advisable to implement this section. Such

rules shall be effective until modified by the

commissioner or superseded by a plan submitted by the:

oo 270
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association and approved by the commissioner.

(b) The plan of operation shall:

(1) Establish procedures for the handling and
accounting of assets and moneys of the association;

(2) Establish the amount and method of reimbursing
members of the board; | |

(8) Establish regular times and places for meetings of
the board of directors; ,

(4) Establish procedures for records to be kept of all
financial transactions and for the annual fiscal reporting
to the commissioner; -

(5) Establish procedures whereby selections for the.
board of directors are to be made and submitted to the
commissioner for his approval;

(6) Contain additional provisions necessary or proper
for the execution of the powers and duties of the
association; and ‘

(7) Establish procedures for the pericdic advertising
on behalf of all member carriers of the general
availability of the qualified comprehensive health
insurance coverages from individual carriers and the
association. |

(¢) The plan of operationi may provide that any of the

powers and duties of the association be delegated to a

person who will perform functions similar to those of this
association, or its equivalent, in two or more states. A
delegation shall take effect only with the approval of both
the board of directors and the commissioner. The
commissioner shall not approve a delegation unless the
protections afforded to the insured are substantially
equivalent to or greater than those provided herein. If
the commissioner determines that participation of
association members doing business in this state in a
multistate organization is not in the best interest of the
citizens of this state, the commissioner may require those
members to establish and operate a state comprehensive
health insurance association solely’ in this state as
required herein.

12715. (a) The association shall have the general
powers and authority enumerated by this subdivision in
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accordance with the plan of operation approved by the
commissioner under subdivision (a) of Section 12714. The
association shall have the general powers and authority:
granted under the laws of this state to carriers licensed to
transact the kinds of health service or insurance included”
under Section 12700. |
The association shall have the specific authority and"
duty to:
(1) Enter into contracts as are necessary or proper to.
carry out the provisions of this part; ’
(2) Sue or be sued, including taking any legal actions
necessary or proper for recovery of any assessments for
or on behalf of, or against participating carriers; |
(8) Take legal action necessary to avoid the payment
of improper claims against the association or the coverage
provided by or through the association; |
(4) Establish appropriate rates, scales of rates, rate

- classifications, and rating ad]ustments such rates not to

be unreasonable in relation to the coverage provided and |

. the reasonable operational expenses of the association;

(5) Administer any type of reinsurance program for or
on behalf of members;
(6) Pool risks among members; :
(7) Issue pohcles of insurance on an mdemnlty or
provision of service basis provxdmg the coverage
required by this part in its own name or on behalf of
members, including the provision of conversion policies
for persons covered under group health insurance
policies, health mamtenance organization plans and
self-insurer plans; |
(8) Issue policies to individuals whose coverage is
otherwise terminated under Section 12707; .
(9) Administer separate pools, separate accounts, or
other plans or arrangements considered appropriate for
separate members or groups of members; ;
(10) Operate and administer any combination of
plans, pools, reinsurance arrangements, or other
mechanisms as deemed appropriate to best accomplish
the fair and equitable operation of the association; and
(11) Appoint from among members appropriate legal,

oo AN
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actuarial, and other committees as necessary to provide
technical assistance in the operation of the association,
policy, and other contract design, and any other function
within the authority of the association.

12716. (a) Every member shall participate in the
association. A member shall determine the particular °
risks it elects to reinsure in the association or have
coverage issued by the association on its behalf. The
election of particular risks shall be made from the
following risk classes the member underwrites in
California:

(1) Individual, excluding group conversions;

(2) Group conversions; and

(8) Groups with fewer than 50 employees or
members. |

(b) A member or group policyholder may not select
out individual eligible lives from a group and reinsure
them in the association. Members electing to administer
risks which are reinsured in the association shall comply
with the benefit determination guidelines and the
accounting procedures established by the association. A
risk reinsured by the association shall not be withdrawn
by the participating carrier except in -accordance with
the rules established by the association.

(c) Rates for coverages issued by the association or
reinsured through the association . shall not be
unreasonable in relation to the benefits provided, the risk
experience, and the reasonable expenses of providing the
coverage. Separate scales of premium rates shall apply for
individual risks and group risks, consisting of one rate for
each of a number of age brackets of insured individuals
and one rate for all eligible dependents. Rates shall be
adjusted for area variations in health care provider costs.
Premium rates shall take into consideration the extra
morbidity and administration expenses, if any, for risks
reinsured in the association, reasonable expense
allowances to members reinsuring risks, and the level of
rates charged by carriers for groups of 50 or fewer lives.

- All rates adopted by the association shall be submitted to
- the commissioner for approval. Rates for coverages issued
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by the association shall be subject to the requirements of
Section 12723. ,

12717. Following the close of the association’s fiscal
year, the association shall determine the net premiums
(reinsurance premiums less administrative expense.
allowance), the expenses of administration pertaining to .
the reinsurance operations of the association, and the
incurred losses for the year. Any net loss shall be assessed
by the association to all members in proportion to their
respective shares of total health insurance premiums
received in this state during the calendar year (or with
paid losses in the year) coinciding with or ending during
the fiscal year of the association or any other equitable
basis as may be provided in the plan of operation. For

self-insurer and health = maintenance organization
-members of the association, the proportionate share of

losses shall be determined through the application of an
equitable formula based upon claims paid or the value of -
services provided. In sharing losses, the association may
abate or defer in any part the assessment of a member; .
if, in the opinion of the board, payment of the assessment
would endanger the ability of the member to fulfill its
contractual obligations. Net gains, if any, shall be held at
interest to offset future losses or allocated to reduce
future premiums. ,

12718, Expense allowances referred to in Section
12717 shall also be applicable to risks for which particular
members do not elect to administer one or more classes

‘or risks reinsured in the association. Any net loss to the

association represented by the excess of its actual
expenses of administering policies issued by the

~ association over the applicable expense allowance shall -

be separately assessed to the members. All assessments -
shall be on an equitable formula established by the
association.

12719. ‘The association shall conduct periodic audits to .
assure the general accuracy of the financial data
submitted to the association and the association shall have
an annual audit of its operations by an independent
certified public accountant.
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12720. The association shall be subject to examination
by the commissioner. The board of directors shall submit,
not later than March 30th of each year, a financial report

for the preceding calendar year in a form approved by

the commissioner. .
12721. All policy forms issued by the association or

‘reinsured through the association shall conform in

substance to prototype forms developed by the
association, and shall in all other respects conform to the
requirements enumerated herein, including the
requirement that such forms shall be filed with and
approved by the commissioner before use.

12722. The association shall not issue or reinsure
qualified comprehensive health insurance plan coverage
to any individual or group, which on the effective date of
coverage applied for or reinsured, already has or would
have qualified comprehensive health insurance coverage
as an insured or covered dependent.

12723. (a) Rates established by carriers for qualified
comprehensive health insurance shall be reasonable in
relation to benefits provided. |

(b) Every carrier shall file with the commissioner all
rates and supplementary rate information and all

- changes and amendments thereof made by it for use in

this state applicable to qualified comprehensive health
insurance coverages on or before the date the rates
become effective.

(¢) Each filing and any supporting information filed
under this section shall be open to public inspection.
Copies may be obtained by any person upon request and
upon payment of a reasonable charge.

(d) If the commissioner determines that a rate is not
reasonable in relation to benefits provided, he or she shall
order that its use be discontinued for any policy issued or
renewed after a date specified in the order.

(e) Within one year after the effective date of an order
under subdivision (d), no rate promulgated to replace a
disapproved rate shall be used until it has been filed with
the commissioner and not disapproved within 30 days
thereatfter. -

Qa A7D
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(f) Whenever a carrier has no legally effective rates as
a result of the commissioner’s disapproval of rates or
other action, the commissioner shall, upon request,
specify interim rates for the carrier which are substantial
enough to protect the interests of all parties. Additionally,
the commissioner may order that a specified portion of
the premiums be placed in an approved escrow account.
Whenever new rates become legally effective, the
commissioner shall order the escrowed funds or any
change in the interim rates to be distributed
appropriately, except that de minimus refunds to
policyholders shall not be required. |

(g) The premium charged for a plan of coverage not
issued by or reinsured through the association shall not
exceed the premium that would be applicable for the

‘same plan of coverage issued by or reinsured in the

association. S
12724. The State Department of Social Services shal

secure qualified comprehensive health insurance
coverage for all eligible recipients; and the department
shall enter into contractual agreements with carriers of
the association to perform fiscal intermediary functions.
The State Department of Social Services may contract
with one or more insurers = offering qualified.
comprehensive health insurance coverage or the
association for the provision of such coverages, as
modified by this section, to persons eligible for medical
assistance. Notwithstanding any provision to the

contrary, the State Department of Social Services shall

modify any coverages contracted for under this section to
conform to federal and state medicare or Medi-Cal
requirements, including revisions of health care benefits
as necessary. Any insurer or the association entering into
an agreement with the State Department of Social
Services for the provisions of coverage under this section
may be authorized by that department to undertake such
activities as a fiscal agent or intermediary as necessary
and appropriate in the administration of the State
Department of Social Services program. |

12725. The commissioner may adopt the appropriate

99 480
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rules and regulations necessary to implement the
provisions of this part.

SEC. 2. Notwithstanding Section 2231 or 2234 of the
Revenue and Taxation Code, no appropriation is made by
this act pursuant to these sections. It is recognized,
however, that a local agency or school district may pursue

- any remedies to obtain reimbursement available to it

under Chapter 3 (commencing with Section 2201) of Part
4 of Division 1 of that code.



AMENDED IN ASSEMBLY JANUARY 11, 1982 -
CALIFORNIA LEGISLATURE—1981-82 REGULAR SESSION

ASSEMBLY BILL No. 1262

Introduced by Assemblyman Torres

March 19, 1981

An act to add Part 6.5 (commencing with Section 12700) to |
Division 2 of the Insurance Code, relating to health insurance,
and making an appropriation therefor.

LEGISLATIVE COUNSEL’S DIGEST

- AB 1262, as amended, Torres. Comprehensive aﬂd
eatas-bfeph&e health insurance.
The existing law hes no provisions relating to hea«}%h
insaranee for eomprehensive and eatastrophie i-H-nees and

%Mweuldemetthe@&hferm&@empfeheﬁsive}-}ea}%h
Insuranee Aet to do; among other things; all of the followins:
) Establish a jeint underwriting asseciation of health
insurers under state auspices to market standard pelieies of
insuranee to small groups and individuals at aetuarily seund
- rates witheout pfehi-ba%mg the sale of sueh polieies by
individust underwreiters:
{%}Es%abhsh&amswa&eepeheygmdmgsy&temwh&eh
el&&srﬁespehe&esmthfespee’e%eeef%&msk&néafds-

%Requeaﬂhea}thm&&m%e&fef&q&ahﬁeép}&ﬁte
eligible groups or individusl applicsants:
45y Require all health insurers in this state to affirrsatively
eﬁfefmajefmediea&ee%f&gem%heﬁpehetesefmﬁﬁmﬁee
which are not qualified plans:
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{S}Beqaﬁemsafaﬁee&ﬁdhea}thaﬁdhesp&&lﬁemeep}aﬁ
eeﬁtf&ets%emeluée%heﬁgh%%eeeﬁveﬁte&ﬁméﬁedml
eevef&geq-uakﬁedp}&ﬁw&heut%he&dd&wﬁé&ﬁdefwr&mg
restrietions:

{7y Esteblish & California Catastrophie Health Expense
Pfeﬁe&wﬁ%ﬁé%epaytheeﬁpeﬁseeftﬁdméualswhemem
medieal eosts ever preseribed amounts:

?hebﬁlweﬂldalsede%eevefeée*peﬁses%emehde
speeified gserviees and benefits: I would preovide for
eertifieation of & qualified Medieare supplement plan for
persens over the age of 65 years; with sueh plan to supplement
‘Mefheafe-asspeetﬁeé-illhebﬂlweuldalsespeetﬁy%hedﬁaes
of the Insuranee Gommissioner:

?hebﬂlwe&ldest&bhsha@emprehenswel&ea}thlﬁsuf&ﬁee
Assoeintion of all insarers; sefinsurers; fraternals end heslth
erhespit-&leafesefweepl&ﬁﬂwheafeaﬂ%heﬂzed%etfaﬁsaet
insurenee in this state; and exempt such asseeiation frem
taxation under the laws of this state including all property
ewned by the assoeiation: The bill would speeify powers and

 duties of the asseeiation-

The bill would alse enaet the GCalifornia Ga-tastfephte
Health Expense Proteetion Aet; under the direction of the.
Director of the Department of He&l-t—hSemee&—?he&e‘eweu}d
provide for state assistanee to eligible persons; as
by the dircetor:

The bill would alse ereate in the State T—fe&mfy t-he
Celifornia Gatastrophie Heelth Expense Proteeton Fund
with en initial epproprietion from the General Fund of
$10;000;000: The appropriation wenld be used without fegﬁfé‘
 to fiseal year for the purpese of funding speeified aetmhes
the Department of Health Serviees:

Existing law contains no provision dJrect]y relating to_-_
comprehensive health insurance. However, existing 1a¥.
contains numerous provisions relating to various forms ¢
health insurance, including individual and group insuranc®
employee welfare benefit plans, nonprofit hospital servic
plans, and health care service plans. Among other tblﬂgs’
existing law regulates, in various ways, required pro yisions ¢
and coverage, rights of conversion upon terminationl ZJ
coverage, and coordination with other sources of h heal
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enefits.
This bill would require every carrier offering indi wdua]

beaffb insurance to make a qualified individual
" omprehensive health care plan available to every resident of
the state who Is not eligible for Medicare.
7 It would require every self-insurer whose plan covers 3 or
. more employees to make an individual comprehensive health
- care plan available as a conversion pri vilege.
It would require every carrier offering group health
' ipsurance to make a group comprehensive plan available to
: 'every employer of 3 or more employees.
- It would require every carrier offering a Medicare
supplement plan to make a Medicare supplement plan
available to every eligible person.
" The bill would specify the required minimum standard of
the various forms of comprehensive coverage.
Required coverage could be provided by the California
.C'ompreben51 ve Health Insurance Association, which would
 be created by the bill. Insurers transacting health insurance
 would be required to be members.
Coverage could also be provided by a residual market
mechanism.
. Rates for coverage could not exceed that established by the
‘ ~C&11f'omza Comprehensive Health Insurance Association.
- The bill would provide for the establishment of regulations
- by the Insurance Commissioner of standards for policy
provisions and for coverage for individual policies of health
-insurance.
~ The bill would specify required prowsmns for all g.roup
health policies or contracts. |
 The bill would contain various other provisions.
- Vote: 34 majority. Appropriation: yes. Fiscal committee:
yes. State-mandated local program: no.

The people of the State of California do enact as follows:
1 SECTION 1. Part 65 (commencing with Section

2 12700) is added to Division 2 of the Insurance Code, to
3 read: _
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PART 65. COMPREHENSIVE AND
CATASTROPHIC HEALTH INSURANCE
CHAPTER 1. FINDINGS

12700. The Legislature finds that the lack of
reasonably priced comprehensive and catastrophic”
health insurance coverage places many Californians at
risk of pauperization in the event of serious illness. The
Legislature further finds a substantial number of
Californians are not able to acquire adequate health:
insurance because of circumstances related to:

(a) The size of their employing firm;

(b) Preex1st1ng conditions of illness;

(¢) Low cash incomes above pubhc assistance levels.

In addition, current trends in medical care costs
threaten the financial stability of more and more
Californians as copayments, deductibles, expenses of
uncovered services and premiums increase at a faster.
rate than income. |

It is the intent of the Leglslature therefore, in the .
passage of this aet enactment of this part, to accomphsh )
the following purposes: |

(a) Establish a joint underwriting association of health-
insurers under state auspices to market standard policies
of insurance to small groups and individuals at actuarily-|
sound rates without prohibiting the sale of such pohcles
by. 1nd1v1dual underwnters,

W‘l‘ﬂ&h shall elassify pelicies with
st-a&d&rds— Sueh polieies will be ealled —q&a&tﬁeé plaﬁﬂ"

{e)y Maeandate that all employers in the state; whe meke
insuranee available to em-pleyees— offer at least ofe€
gqualified plan; |

4y Regquire all health insurers in the state to offer &:

. qﬁﬁ'}lﬁedpl&ﬁ’éeehgi-blegfeupsermdfwéua&appkeww

{e} Reguire ol health insurers in the state
effirmatively offer majer medieal eoverage im t—he*"
polieies of insuranee whieh are not

(b) Require all carriers and self-insurers in the Sfﬂt“”
who issue comprehensive and Medzcare supp]em@ﬁ

i
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plans to offer comprehensive and Medicare supplement
p]a{_lg to eligible groups or individual applicants.

(c¢) Require insurance, and health and hospital service
plan contracts to to include the right to convert to an
individual coverage gusalified plan without the addition of
plan. uaderwriting restrietions;

) Establish a state eatastrophie hesalth  expense

'pfe’eee’aeﬁ&mdtepaythee*peﬂsee?md&wdﬁalswhe

ineur medieal eare eosts over preseribed ameounts:
12706:% |
12701. 'This act shall be known and may be cited as the
California Comprehensive Health Insurance Act.

CHAPTER 2. DEFINITIONS

12702. For the purpdses of this part, the terms and

‘phrases used herein shall have the following meanings:

(a) “Employer” means any person, partnershlp,
association, trust, estate or corporation, or political
subdivision, which employs ter one or more individuals
who are residents of this state.

{b) “Health or hospital care service plan” means an
entity licensed, or exempted, as provided in applicable -

“provisions of the Health and Safety Code with the
exception of specialized health care service plans and

nonprofit hospital service plans contained in Chapter 11
(commencing with Section 11491).
(¢) “Quslified “Comprehensive Health Insurance

- plan” means those health benefit plans which have been .

certified by the commissioner as providing the minimum .

benefits required under this part or the actuarial
. equivalent of those benefits.

(d) “Qualified Medieare Plan “Medicare Supplement
Plan” means those health benefit plans which have been
certified by the commissioner as providing the minimum
benefits required under this part or the actuarial

T equivalent of those benefits.

(e) “Commissioner” means the Insurance
Commissioner.
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coverage, (2) automobile medical payment coverage, (3),

(f) “Dependent” means a spouse or unmarried child
under the age of 19 years, a dependent child who is a
student under the age of 25 and financially dependent
upon the parent, or a dependent child of any age who is
disabled. |

(g) “Employee” means any California resident who
has entered into the employment of or works under-
contract or service or apprenticeship with any employer. .
“Employee” does not include a person who has been
employed for less than 30 days by his present employer,
nor one who is employed less than 30 hours per week by :
his present employer, nor an independent contractor.

(h) “Plan of health coverage” means any plan or,
combination of plans of coverage, including;
combinations of self-insurance, individual accident and -
health insurance policies, group accident and health
insurance policies, coverage under a nonprofit hospital or .
medical service plan or coverage under a health or
hospital care service plan subscriber contract. o

(i) “Insurer” means those companies operating in th
state offering or selling policies or contracts of accident :%
and health insurance. “Insurer” does not include health !
or hospital care service plans. i

() “Accident and health insurance policy” or “policy’ 4
means insurance or nonprofit hospital or medical service
plan contracts providing benefits for hospital, surgical_;
and medical care. “Policy” does not include coveragé.
which is (1) limited to disability or income protection |

supplemental or liability insurance, (4) designed solely t0 .
provide payments on a per diem, fixed indemnity of
nonexpense incurred basis, (5) credit accident and he lth
insurance, (6) designed solely to provide dental or visio! ‘
care, (7) blanket accident and sickness insurance, (8%
accident only coverage issued by licensed insuranc®:
agents or solicitors which provides reasonable benefits® |
relation to the cost of services. | e

(k) “Health benefits” means benefits offered ¥ -
employees on an indemnity or prepaid basis which Y|
the costs of or provide medical, surgical or hospital ¢&*
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(1) “Eligible person” means an individual who is a

resident . of California and meets the enrollment

requirements specified in this part.

(m) “California Comprehensive Health Insurance
Association” or “association” means the association
created by this part which shall include all insurers and
fraternals. |

(n) “Medicare” means Part A and Part B of the Umted
States Social Security Act, Title XVIII, as amended, 42
U.S.C.A. Sections 1394, et seq.

(0) “Medicare supplement plan” means any plan of

insurance protection which provides benefits for the .

costs of medical, surgical, or hospital care and which is
marketed as providing benefits which complement or
supplement the benefits provided by Medicare.

(p) “State plan premium” means the premium
determined pursuant to this part.

(q) “Writing carrier” means the insurer or insurers
and health or hospital care service plan or plans selected
by the association and approved by the commissioner to
administer the comprehensive health insurance plan.

(r) “Praternal beneficiary association” or “fraternal”
means a corporation, society, - order, or voluntary
association without capital stock which sells health and
accident insurance in accordance with applicable
provisions of law governing such associations.

(s) “Comprehensive health insurance plan” or “state
plan” means policies of insurance and contracts of health
or hospital care service plan coverage offered by the

| assomatlon through the writing carrier.

(t) “Self-insurer” means an employer or an employee
welfare benefit plan which directly or indirectly provides
a plan of health coverage to its employees and
administers the plan of health coverage or through an
insurer, trust, or agent except to the extent of accident
and health premium, subscriber contract charges or
health or hospltal service plan contract charges

“Self-insurer” does not include dn employer engaged in
the business of providing health care services to the
public who provides health care services directly to his
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employees at no charge to them.

(u) “Self-insurance” means a plan of health coverage
offered by a self-insurer.

(v) “Medi-Cal” means those benefits offered pursuant
to Chapter 7 (commencing with Section 14000) or
Chapter 8 (commencing with Section 14500) of Part 3 of
Division 9 of the Welfare and Institutions Code. |

(w) “Carrier” means an insurer, a nonprofit hospital
service plan, a health care service plan regulated by the
Department of Corporations, or a fraternal beneficiary
association.

(x) “Residual market association” means an
association of nonprofit hospital and health care service
plans organized in the same ‘manner as the
Comprehensive Health Insurance Association.

CHAPTER 3, (OVERAGE

12703. (a) Every carrier offering individual health
insurance In this state shall, as a condition of transacting
health insurance, make a qualified individual
comprehensive health care plan described in Section
12704 available to every resident of this state who Is not
eligible for Medicare. An individual shall have a choice of
a qualified plan of insurance with a low, middle, or hlgfl |
deductible option as described in subdivision (b) of
Section 12704, Individual comprehensive health caré
plans may be made available through participation in the
California Comprehensive Health Insurance Association
in accordance with-Section 12709, or a residual market
association in accordance with Section 12710. o

(b) The premium charged for a plan which is not
insured by or through the California C’omprebenszve
Health Insurance Association or any other residudl
market association, may not exceed the premium whic
would be app]zcab]e for participation in thos
associations. The premium charged for a plan insured by .
or through the California Comprehensive He
Insurance Association shall be precisely the remIUm
established for that classification under the Ca]:forﬂlﬂ
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' Comprebensz ve Health Insurance Association.

(c) Every selfinsurer whose plan covers three or
more employees shall make an individual comprehensive
health care plan, described in Section 12708, available
under a conversion privilege to every person covered by
the plan who is a resident of this state, who is not eligible
for Medicare and whose coverage under the self-insured

plan ceases as a result of layoff, death or termination of
gmployment An individual shall have the choice of the
Jow option or middle option or high option deductible
described in Subdivision (b) of Section 12704. The
individual comprebenswe health care plans may be

rovided through a carrier or t])rougb participation in
the Health Insurance Association in accordance with
Section 12709. The premium charged for a plan which is
not insured by or through the California Comprehensive
Health Insurance Association may not exceed the
premium established for that particular  classification
under the California Comprehensive Health Insurance
Association. The premium charged for a plan which is
insured by or through the California Comprehensive
Health Insurance Association shall be precisely the
premium established for that particular classification
under the California Comprehensive Health Insurance
Association.

(d) Every carrier offering group health insurance in
this state shall, as a condition of transacting that health
insurance, make a group comprehensive health care
plan, as described in Section 12705, available to every
employer of three or more eligible employees. An
employer shall have the choice of the low option or
middle option or high option deductible described in
subdivision (b) of Section 12704, Group comprehensive
health care plans may be made available to employers of

between 3 and 25 eligible employees -through

participation in the Health Insurance Association, in
accordance with Section 12709 or the residual market
association, in accordance with Section 12710. The
premium charged for a plan on groups of between 3 and
25 eligible employees which is not insured by or through



AB 1262 —10—

W o0 ~1C Ul QB =

the California Comprehensive Health Insurance .
Association or a residual market association may not.”
exceed the premium which would be applicable through
participation in these associations. The premium charged -
for a plan which is insured by or through the Californis
Comprehensive Health Insurance Association shall be
precisely the premium established for that particular
classification under the California Comprehensive ;
Health Insurance Association. ;
. (e) Every carrier offering Medicare supplement plans
in this state shall as a condition of transacting that health
insurance make a Medicare supplement plan described

in subdivision (f) of Section 12704 available to each.

person who is eligible for Medicare coverage and who’
applies for a Medicare supplement plan: Medicare:
supplement plans may be made available through
participation in the California Comprehensive Health
Insurance Association in accordance with Section 12709
or a residual market association, in accordance with
Section 12710. The premium charged for a plan, whichi§
not insured by or through the California Comprehensive
Health Insurance Association or any other residual,
market association, may not exceed the premium which’
would be applicable through participation in those|
associations. The premium charged for a plan Wbl'cb' 5]
insured by or through the California Comprehensive,
Health Insurance Association shall be precisely the’
premium established for that particular classification:
under the California Comprehensive Health Insuranct.

- Association. .

. L
 (f) Except as provided in Subdivision (c) of SectioR,
12711 nothing in this chapter shall preclude the right 2.
carriers to transact other kinds of insurance for whic%,
they are authorized, nor preclude the right of carriels w
transact any other lawful kind of health insurance. -

(g) Nothing in this chapter shall require a carrier’ ;‘;
make available coverage under a group or individie.
comprehensive health care plan or Medicare supplemé?;
plan to any person or group who is already covered Uﬂdef
such a plan. . I
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12704. All individual and all group comprehensive
health care plans shall include minimum standard

- benefits as described in this section.

(a) Except as provided in subdivisions (b) and (c),
mimimum standard benefits shall be benefits, including
coverage for catastrophic illness, with a Jer-tzme

maximum of one million dollars ($1,000,000) per

individual, for reasonable charges or, the allowance

agreed upon between a provider and a carrier for the

following health care services, reridered to an individual
covered by the plan for the dz’agnosis or treatment of

-nonoccupational disease or injury: (1) hospital services;

(2) professmna] services which are rendered by a
physician, or by a registered nurse in accordance with

" standardized procedures, other than services for mental
‘or dental conditions; (3) the diagnosis or treatment of
-mental conditions, as defined by the commissioner,
‘rendered during the year by one or more physicians on

other than an Inpatient basis, or by their staffs of

registered nurses, in accordance with standardized

procedures, up to a yearly maximum benefit of one
thousand dollars ($1,000); (4) legend drugs requiring a
physician’s prescription; (5) services of a skilled nursing

- facility for not more than 120 days in a calendar year,

prowded such services commence within 14 days

following a confinement of at least three consecutive days

in a bospzta] for the same condition; (6) home health
agency services, as defined by the commissioner, up to a
maximum of 180 visits in a calendar year, provjded those

.services commence within seven days following

confinement in a hospital or skilled nursing facility of at
least three consecutive days for the samé conditions,
provided furtbez; in the case of an individual diagnosed
by a physician as terminally ill with a prognosis of six
months or less to live, such home health agency services
may commence irrespective of whether that covered
person was so confined, or, if the covered person was so
confined, irrespective of the seven-day period, and the.
yearly benefit for medical social services, as hereinafter

~defined, shall not exceed two hundred dollars ($200); (7)



AB 1262 — 12 —

ot
OO QO =10 Tk LOP =

m;_-;_‘;....;_u_u;._.;_‘
SOOI U LN

PO DO DY RO DO MO B DO MO
OO =1 T G

o
<o

e 3 03 G2 0o LY C 02

use of radium or other radioactive materials; ()

outpatient chemotherapy for the removal of tumors and

treatment  of leukemia, including  outpatient
chemotherapy; (9) oxygen; (10) anesthetics; (11)
nondental prosthesis and maxillo-facial prosthesis used to
replace any anatomic structure lost during treatment for
head and neck tumors or additional appliances essential
for the support of the prosthesis; (12) rental of durable
medical equipment which has no personal use in the
absence of the condition for which prescribed; (13)
diagnostic X-rays and laboratory tests as defined by the
commissioner; (14) oral surgery for: (A) excision of
partially or completely unerupted impacted teeth, or (B)
excision of a tooth root without the extraction of the
entire tooth; (15) services of a licensed physical therapist,
rendered under the direction of a physician; (16)
transportation by a local professional ambulance to the
nearest health care institution qualified to treat the illness
or injury; (17) certain other services which are medically
necessary in the treatment or diagnosis of an illness or
injury as may be designated or approved by the insurance
commissioner; (18) confinement in a facility established
primarily for the treatment of alcoholism and licensed for
such care by the state, or in a part of a hospital used
primarily for such treatment, shall be a covered expenseé
for a period of at least 45 days within any calendar year.
“Medical social services” as used in paragraph (6) means
services rendered, under the direction of a physician by
a qualified social worker holding a master’s degree from
an accredited school of social work, including but not
limited to (A) assessment of the social, psychological and
family problems related to or arising out of the coverée:
person’s illness and treatment; (B) appropriate action.
and utilization of community resources to assist ¥
resolving those problems; (C) participation in ¢
development of treatment for such covered persons. .
(b) Minimum standard benefits may include oné or._:
more of the following provisions: (1) Subject tO
provisions of paragraph (3) the plan may req¥ 0
deductibles. The “low option deductible” shall be W‘; ‘7
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| hundred dollars ($200) per person, the “middle option
‘deductible” shall be five hundred dollars ($500) per
person, the “high option deductible” shall be seven

hundred fifty dollars ($750) per person. The amount of
the deductible may not be greater when a service is
rendered on an outpatient basis than when that service
is offered on an inpatient basis. Expenses incurred during
the last three months of a calendar year and actually
applied to an individual’s deductible for that year shall be
applied to that individual’s deductible in the following
calendar year. The two hundred dollar ($200) maximum,
the five hundred dollar ($500) maximum and the seven

‘hundred fifty dollar ($750) maximum may be adjusted

yearly to correspond with the change inn the medical care
component of the consumer pricé index, as adjusted by
the commissioner. The base year for that computation

shall be the first full year of operation of the plan. (2).
. Subject to the provisions of paragraph (3), the plan shall
require a maximum copayment of 20 percent for charges

for all types of health care in excess of the deductible and

80 percent for services listed in paragraph (3) of

subdivision (a) in excess of the deductible. (3) The sum

of the deductible and copayments required in any

calendar year under any option may not exceed a

maximum limit of one thousand dollars ($1,000) per

covered individual, or two thousand dollars ($2,000) per

covered family; provided, covered expenses incurred
. after the applicable maximum limit has been reached

shall be paid at the rate of 100 percent, except that
expenses incurred for treatment of mental and nervous

. conditions may be paid at the rate of 50 percent as

specified in paragraph (3) of subdivision (a). The one
thousand dollar ($1,000) and two thousand dollar
($2,000) maximums shall be adjusted yearly to
correspond with the change in the medical care
component of the consumer price index as adjusted by
the commissioner. (4) The plan may limit lifetime

- benefits to a maximum of not less than one million dollars

($1,000,000) per covered individual. (5) No preexisting
condition exclusion shall exclude coverage of any
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preexisting conditions unless: (A) The condition first

manifested itself within the period of six months

immediately prior to the effective date of coverage in

such a manner as would cause a reasonably prudent

person to seek diagnosis, care or treatment; (B) medical
advice or treatment was recommended or received
‘within the period of six months immediately prior to the
effective date of coverage, or (C) the condition is
pregnancy existing on the effective date of coverage. No
policy shall exclude coverage for a loss due to preexisting
conditions for a period greater than six months following
the effective date of coverage. Any individual
comprehensive health care plan issued as a result of
conversion from group health insurance or from a
self-insured group shall credit the time covered under
the group health insurance toward any exclusion.

(¢) Plans providing minimum standard benefits need
not provide benefits for the following: (1) Any charge for
any care, for any injury, or disease either (A) arising out
of and in the course of an employment subject to a
workers’ compensation or similar law or (B) to the extent
benefits are payable without regard to fault under a -
coverage statutorily required to be contained in any

- motor vehicle or .other liability insurance policy or

equivalent self-insurance; (2) any charge for treatment
for cosmetic purposes other than surgery for the prompt
repair of an accidental injury sustained while covered;
provided “cosmetic” shall not mean replacement of any
anatomic structure removed during treatment of tumors;

" (3) any charge for travel, other than transportation by

local professional ambulance to the nearest health caré |
institution qualified to treat the iliness or injury; (4) an)
charge for private room accommodations to the extentit
is in excess of the institution’s most common charge for
a semiprivate room; (5) any charge by health caré¢
institutions to the extent that it is determined by theé
carrier that the charge exceeds the reasonable charge !l .
the locality for the service, or an agreed upon allowancé

' (6) any charge for services or articles to the extent thal

it exceeds the reasonable charge in the locality for the
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service, or an agreed upon allowance; (7) any charge for
-ervices or articles which are determined not to be
" medically necessary, except that this shall not apply to

the fabrication or placement of the prosthesis as specified

' jn paragraph (11) of subdivision (a) and paragraph (2);

(8) any charge for services or articles the provision of

- which is not within the scope of the license or certificate

of the institution or individual rendering such services or

“articles; (9) any charge for services or articles furnished,

paid for or reimbursed directly by or under any law of a

‘government, except as otherwise provided herein; (10)

any- charge for services or articles for custodial care or

designed primarily to assist an individual in meeting his
activities of daily living; (1l1) any charge for services

which would not have been made if no insurance existed

“or for which the covered individual is not legally

obligated to pay; (12) any charge for eyeglasses, contact

“Jenses or hearing aids or the fitting thereof; (13) any
“charge for dental care not specifically covered by this

part; and (14) any charge for services of a registered

- nurse who ordinarily resides in the covered individual’s

home, or who is a member of the covered individual’s

-family or the family of the covered individual’s spouse.

(d) Whenever a covered individual who receives

-benefits for an injury has a right of recovery against any
‘person or organization, a carrier that has paid those

benefits to or for the insured person shall be subrogated

~to all such rights of recovery to the extent of its payments.

. (e) The minimum standard benefits of any individual

“or- group comprehensive health care plan may be
- satisfied by catastrophic coverage offered in conjunction
with basic hospital or medical-surgical plans on an
- eéxpense incurred or service basis as approved by the

commissioner as providing at least equivalent benelfits.
(f) All Medicare supplement plans offered pursuant to
this part to persons over the age of 65 years shall provide

_coverage of 50 percent of the deductible and copayment

required under Medicare and 80 percent of the charges

b .:_,,for covered services described in this section which
.cbarges are not paid by Medicare. The coverage shall
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include a limitation of one thousand dollars ($1,000) per
person in total annual out-of-pocket expenses for thei
covered services. The coverage may be subject to a
maximum lifetime benefit of not less than one hundred:
thousand dollars ($100,000). 1
12705. A group comprehensive health care plan shall
contain the minimum standard benefits prescribed in,
Section 12704, including the choice of the low option,
middle option or high option deductible, and shall also
conform in substance to the requirements of this section.
(a) The plan shall be one under which the individuals
eligible to be covered include: (1) each eligible
employee; (2) the spouse of each eligible employee; and.
(3) dependent unmarried children, who are under the
age of 19 or are full-time students under the age of 23 at
an accredited institution of higher learning. |
(b) The plan shall provide the option to continue
coverage under each of the following circumstances until
eligible for other group insurance: (1) Upon layoff or
leave of absence, or termination of employment, other
than as a result of death of the employee, continuation of
coverage for such employee and his covered dependents
to the end of the 39th week following the day on which.
the employee lost eligibility to participate in the group;
(2) upon the dedth of the employee, continuation Of
coverage for the covered dependents of such employee
to the end of the 39th week following the day on which
the employee lost eligibility to participate in the group;
(3) during an employee’s absence due to illness or injury;
continuation of coverage for such employee and his
covered dependents during continuance of such illness of
injury or for up to 12 months from the beginning of such
absence; (4) upon termination of the group plan
coverage for covered individuals who were totally.
disabled on the date of termination, shall be continue
without premium payment during the continuance 0
such disability for a period of 12 calendar months

following the calendar month in which the plan w4

terminated, provided a claim is submitted therefor
within one year of the termination of the plan; (5) the
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coverage of any covered individual shall terminate: (A)
as to a child, at the end of the month following the month
in which the child marries, ceases to be dependent on the
employee or attains the age of 19, whichever occurs first,
except that if the child is a full-time student at an
accredited institution, the coverage may be continued
while the child remains unmarried and a full-time
student, but not beyond the month following the month
in which the child attains the age of 23, If on the date
specified for termination of coverage on a dependent
child, the child is unmarried and incapable of
self-sustaining employment by reason of mental or
physical handicap and chiefly dependent upon the
employee for support and maintenance, the coverage on

-such child shall continue while the plan remains in force

and the child remains in such condition, provided proof
of such handicap is recerved by the carrier within 31 days
of the date on which the child’s coverage would have
terminated in the absence of such incapacity. The carrier

may require subsequent proof of the child’s continued
incapacity and dependency but not more often than once

. a year thereafter; (B) as to the employee’s spouse, at the

end of the month following the month in which a divorce,
annulment or legal separation is obtained; and (C) as to
the employee or dependeﬂt as of midnight of the day
preceding such person’s eligibility for benefits under
Title XVIII of the Social Security Act; (6) any
continuation of coverage required by this section except
paragraph (4) of subdivision (b) may be subject to the
requirement, on the part of the individual whose
coverage is to be continued, that the individual
contribute that portion of the premium he would have

- been required to contribute had the employee remained

an active covered employee, except that the individual
may be required to pay the entire premium at the group
rate if coverage Is continued in accordance with
paragraph (1) of subdivision (b) above, provided the
employer shall not be legally obligated by this part to pay
that premium if not paid timely by the employee,

(¢) The commissioner shall promulgate regulations
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concerning coordination of benefits between the p]an
and other health insurance plans.

(d) The plan shall make available to California
residents, in addition to any other conversion privilege
available, a conversion privilege under which coverage
shall be available immediately upon termination of
coverage under the group p!an, The terms and benefits
offered under the conversion benefits shall be at least
equal to the terms and benefits of an mdzwdua]
comprehensive health care plan.

12708. An individual comprehensive health care p]an
shall contain the minimum standard benefits prescribed

" in Section 12704, including the choice of the low option,

miiddle option or high option deductible, and shall also
conform in substance to the requirements of this section.
FEach individual comprebensz ve health care plan shall
contain provisions:

(a) Which obligate the -carrier to continue tbe

contract until the earlier of the following:
- (1) The date on which the individual in whose name
the contract was issued first becomes eligible for
coverage under Title XVIII of the Social Security Act or
under a group comprehensive health care plan.

(2) The plan anniversary date at least 60 days prior to
‘which the carrier has mailed to the individual at his last
address shown on the carrier’s records written notice of
its decision not to continue coverage on a class basis only.

The carrier may reserve the right to 3d1ust premiums
by classes in accordance with its experience for policies
or contracts not written by or through the California.
C‘omprebenswe Health Insurance Association, provzded
that premium may not exceed the premium establishe
for that particular class by the California Com preﬁensr ve
Health Insurance Association.

(b) Which, upon the death of the mdwzdua] in whose
name the contract was issued, permils every other
individual then covered under the contract to elech
within such period as shall be specified in the contract, {0
continue the same coverage until such time as he wou
have ceased to be entitled to coverage had the individu
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in whose name the contract was issued lived.

(c) Under which the benefits payable shall be excess
to all other sources of health insurance benefits, including
benefits provided pursuant to any state or federal law
other than Medicaid.

" 12709. There is hereby created a nonprofit legal
entity to be known as the California Comprehensive
Health Insurance Association. All insurers and
self-insurers doing business in the state, as a condition to

their authority to transact the applicable kinds of health

insurance defined in Section 12702, shall be members of
the association if not otherwise prohibited by federal law.

The association shall perform its functions under a p]an
of operation established and approved under subdivision
(a), and shall exercise its powers through a board of
directors established under this section.

(a) (1) The board of directors of the association shall
be made up of seven individuals selected by participating
members, subject to approval by the commissioner. To
select the initial board of directors, and to initially
organize the association, the commissioner shall give
notice to all members of the time and place of the
organizational meeting. In determining voting rights ar
the organizational meeting each member shall be
entitled to vote in person or by proxy. The vote shall be
a weighted vote based upon the net health insurance
policy premium derived from this state in the previous
calendar year. If the board of directors is not selected
within 60 da Vs after notice of the organizational meeting,
the commissioner may appoint the Initial board In

approving or selecting members of the board, the

commissioner may consider, among = other tbmgs
whether all members are fairly represented. Members of
the board may be reimbursed from the moneys of the

* association for expenses incurred by them as members,

but shall not otherwise be compensated by the
association for their services.

(2) The board shall submit to the commissioner, a plan
of operation for the association necessary or suitable to
assure the fair, reasonable and equitable administration
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of the association. The plan of operation shall become
effective upon approval in writing by the commissioner
consistent with the date on which the coverage under
this act must be made available. The commissioner shall
after notice and hearing, approve the plan of operation
provided such plan is determined to be suitable to assure
the fair, reasonable and equitable administration of the
association, and provides for the sharing of association
gains or losses on an equitable proportionate basis. If the .
board fails to submit a suitable plan of operation within
180 days after its appointment, or if at any time thereafter
the board fails to submit suitable amendments to the
plan, the commissioner shall, after notice and hearing,
adopt and promulgate those reasonable rules as are
necessary or advisable to effectuate the provisions of this
section. The rules shall continue in force until modified
by the commissioner or superseded by a p]an submitted
by the board and approved by the commissioner. The
plan of operation shall, in addition to requiremenlts
enumerated in Sections 12702 to 12713, inclusive, do 311\
the following:
(A) Establish procedures for the handling aﬂd :
accounting of assets and moneys of the association.
(B) Establish regular times and places for meetings of
the board of directors.
(C) Establish procedures for records to be kept of c’iﬂ}
financial transactions, and for the annual fiscal reportmg
to the commissioner.- A
(D) Establish procedures whereby selections for the.
board of directors shall be made and submitted to tfle f
commissioner.
(FE)) Establish procedures to amend, subject to fbff’
approval of the commissioner, the p]en of operations. :
(F) Establish procedures for the selection of a
administering carrier and set forth the powers and duﬁé’S
of the administering carrier. 2
(G) Contain additional provisions necessary or pfOP‘?r
for the execution of the powers and duties of t]’e
association.
(H) Establish procedures for the ad Vertzsemem‘ 0”

j

i
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behalf of all participating carriers of the general

‘availability of the comprehensive and Medicare

supplement coverage under Sections 12702 to 12713,
(b) The association shall have the general powers and

-authority granted under the laws of this state to carriers

to transact the kinds of p]ans of health coverage defined
under Section 12702, and in addition thereto, the specific
authority to do all the following:

(1) Enter into contracts necessary or proper to carry
out the provisions and purposes of Sections 12702 to
12713.

(2) Sue or be sued, mcludzng taking any legal actions
necessary or proper for recovery of any assessments for,
on behalf of, or against participating members. |

(3) Take such legal action necessary to avord the
payment of improper claims against the association or the
coverage provided by or through the association.

(4) Establish, with respect to health insurance
provided by or on behalf of the association, appropriate
rates, scales of rates, rate classifications and rating
adjustments, such rates not to be unreasonable in relation
to the co verage pro vided and the operational expenses of

‘the association.

(5) Administer any type of reinsurance program, for
or on behalf of participating members.

(6) Pool risks among pa.rtzapa ting members.

(7) Issue policies of insurance on an indemnity or
provision of service basis providing the coverage
required by Sections 12702 to 12713 in its own name or on
behalf of participating members.

(8) Administer separate pools, separate accounts or

‘other plans as deemed appropriate for Separa te members

or groups of members.

(9) Operate and administer any combination of plans,
pools, reinsurance arrangements or other mechanisis as
deemed appropriate to best accomplish the fair and
equitable operation of the association.

(10) . Set limits on the amounts of reinsurance which
may be ceded to the association by its members.

(11) Appoint from among participating members
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- risks:

- discriminatory. Separate scales of premium rates basét,

appropriate legal, actuarial and other committees.
necessary to provide technical assistance in the operano
of the association, policy and other contract design, an
any other function within the authority of the azsso::urat:ron’s
(c¢) Every member shall participate in the a‘ssoczabo"“"‘i
in accordance with the provisions of this subdivision, i
(1) A participating member shall determine t}f
particular risks it elects to have written by or through th
association. A member shall designate which of th
following classes of risks it shall underwrite in the stat
from which classes of risk it may elect to reinsure se]ect e

’J

(A) Indnfzdua] excluding group conversion.

(B) Indi wdua] including group conversion. - "

(C) Groups of between 3 and 25 emp]oyees or
members. ke

(D) Medicare supplement plans. -

(2) No member or employer shall be permztted té
select out individual lives from an employer group to b
insured by or through the association. Members electing
to administer risks which are insured by or through tb,
association shall comply with the benefit detemﬂnabt): ;
guidelines and the accounting procedures established?
the association. A risk insured by or through U4
association cannot be withdrawn by the pamczpa
member except in accordance with the rules estabbsb‘: -
by the association.

(3) Rates for coverage issued by or tbrough@:g’c
association shall not be excessive, madequate or unfaltlly
on age shall app]y for indijvidual risks and group 175; .
Group rates may be adjusted for area Var13t10H5 4
provider costs, but individual rates shall not be adjus%y
for area variations in provider costs. Premium rates sh g
take into consideration the substantial extra mor bidh:
and administrative expenses for association ”’;Eg
reimbursement or reasonable expenses incurred d for %5
writing of association risks and the level of rates ¢ arg° 3
by insurers for groups of 10 lives. In no event shall the rgif [
for a given classification or group be less tfzaﬂ 125 perees
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por more than 150 percent of the average group rate
charged for that classification or group with similar
characteristics under a policy covering 10 lives. All rates
shall be promulgated by the association through an
actuarial committee consisting of five persons who are
members of the American Academy of Actuaries, shall be
filed with the commissioner and may be disapproved
within 60 days from the filing thereof if excessive,
inadequate, or unfairly discriminatory.

(d) (1) Following the close of each fiscal year, the
administering carrier shall determine the net premiums,
reinsurance premiums less administrative expense
allowance, the expense of administration pertaining to
the reinsurance operations of the association and the
incurred losses for the year. Any net loss shall be assessed
to all participating members in proportion to their
respective shares of the total health insurance policy
premiums earned in this state during the calendar year,
or with paid losses in the year, coinciding with or ending
during the fiscal year of the association or on any other

~equitable. basis as may be provided in the plan of

operations. For self-insured members of the association,
health insurance premiums earned shall be established
by dividing the amount of paid health losses for the

-applicable period by 85 percent. Net gains, if any, shall be
held at interest to -offset future losses or allocated to

reduce future premiums.

(2) Any net loss to the association represented by the
excess of its- actual expenses of administering policies
issued by the association over the applicable expense
allowance shall be separately assessed to - those
participating members who do not elect to administer
their plans. All assessments shall be on an equitable
formula established by the board.

(3) The association shall conduct periodic audits to
assure the general accuracy of the financial data
submitted to the association, and the association shall
have an annual audit of its operations by an independent
certified public accountant. The annual audit shall be
filed with the commissioner for his review.
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(e) All policy forms issued by or through the
association shall conform in substances to prototype
forms developed by the association, shall in all other

respects conform to the requirements of this act, and shall

be approved by the commissioner. The commissioner
may disapprove any such form if it contains a provision
or provisions which are unfair or deceptive or which
encourage misrepresentation of the policy.

(f) The association shall not issue nor reissue
comprehensive health care plan coverage with respect to
any person who is already covered under an individual or
group comprehensive health care plan, or who is eligible
for Medicare or who is not a resident of this state.

(g) Benefits payable under a comprehensive health
care plan insured by or reinsured through the association
shall be paid net of all other health insurance benefits
paid or payable through any other source, and net of all
health insurance coverages provided by or pursuant to
any other state or federal law including Title XVIII of the
Social Security Act, Medicare, but excluding Medi-Cal.

(h) There shall be no liability on the part of and no
cause of action of any nature shall arise against any carrier
or its agents or Iits employees, the California
Comprehensive Health Insurance Association or ils
agents or . its employees or the residual market
mechanism established under the provisions of Section
12710 or its agents or its employees, or the commissioner
or his representatives for any action taken by them in the
performance of their duties under Sections 12702 10
12713. This provision shall not apply to the obligations of
a carrier, a self-insurer, the California Comprehensive
Health Insurance Association or the residual market
mechanism for payment of benefits provided under 8
comprehensive health care or Medicare Supp]emeﬁf
plan. ,

12710. (a) Hospital and health care service plans mé)
elect to meet the obligations of Section 12703 by
participating in the California Comprehensive Health
Insurance Association established in Section 12709 a5 4
full member thereof, or by making comprehensive he th
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- pare or Medicare supplement plans available directly
- through a subscriber contract or combination of contracts

or by forming a separate residual market mechanism
substantially similar to the association established in
Section 12709. . '

(b) In the event that hospital and health care service
plans - choose to form a separate residual market
mechanism, the commissioner shall have the same
regulatory powers over that residual market mechanism
as he or she has over the California Comprehensive

Health Insurance Association, and that residual market

mechanism shall have the same powers and duties as the
association. Rating classifications under a residual market
mechanism established under this section need not be -

. the same as the classifications established under this

association, but any rates established by the residual
market mechanism shall be approved by the
commissioner. The commissioner shall promulgate
regulations to carry out the requirements of this section.

(c) If the hospital and health care service plans do not
elect to participate in the California Comprehensive
Health Insurance Association those hospital and health
care service plans shall be required to make available an
individual comprehensive health care plan to every
resident of the state whose coverage under a group or
individual contract issued by the hospital and health care
service plan has terminated. That coverage may be made
available through a separate residual market mechanism
established under this section.

12711. In order to provide reasonable simplification of

terms and coverages of individual accident and sickness

insurance policies and contracts, to facilitate public
understanding and comparison, to eliminate provisions
which may be misleading or unreasonably confusing in
connection with either the purchase of such coverage or
with the settlement of claims and to provide for full
disclosure in the sale of such coverages:

(a) The commissioner shall issue regulations to
establish specific standards for policy provisions used in
individual health insurance policies or contracts, but not
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including group conversion policies or contracts, which
shall be in addition to other applicable laws of this state
which may cover the terms of renewability, initial and
subsequent conditions of eligibility, non-duplication of
coverage  provisions, coverage of dependents,
termination of Insurance, probationary periods,
Iimitations, exceptions, reductions, elimination periods,
requirements for replacements, recurrent conditions,
pre-existing conditions, and the definition of the terms
hospital, accident, sickness, injury, physician, accidental
means, total disability, permanent disability, partial
disability, nervous disorders, guaranteed renewable, and
noncancelable. , |
(b) The commissioner shall adopt regulations that
specify prohibit policy provisions not otherwise
specifically authorized by statute which in the opinion of
the commissioner are unjust, unfair or unfairly
discriminatory to the policyholder, any person insured
under the policy, or any beneficiary. - ' .
(¢) The commissioner shall adopt regulations, to
establish minimum standards for benefits under each of
the following categories of coverage in individual
policies, other than conversion policies issued pursuant to

.a contractual conversion privilege under a group policy:

basic hospital expense coverage, basic medical-surgic
expense coverage, hospital confinement indemnity
coverage, major medical expense coverage, disability.
income protection coverage, accident only coverage an
specified accident coverage. Specified disease policies,
riders and benefits shall be prohibited whether issued on
a group or Individual basis. ' o
(d) Nothing in this section shall preclude the issuancé
of any policy which combines two or more of the
categories of coverage enumerated in subdivision (€)>
except that specified accident coverage shall not be
combined with any other category of coverage. ThE
commissioner’ shall prescribe the method ©
identification of policies based upon coverage pro vided
(e) No policy shall be delivered or issued for deliver),

in this state which does not meet the prescrib
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minimum standards for the categories of coverage listed
in subdivision (c¢), provided nothing in this section shall
preclude the issuance or delivery of any policy which
does not meet such prescribed minimum standards of
coverage so long as such policy is clearly identified as not
meeting such prescribed standards.

-~ (f) No such policy or contract shall be delivered in this
state unless:

(1) An outline of coverage described herein
accompanies the policy or (2) the outline of coverage
described in this section is delivered to the applicant at
the time application is made and acknowledgement of
receipt of certificate of delivery of such outline is
provided the carrier with the application. In the event
the policy or contract is issued on a basis other than that
applied for, the outline of coverage properly describing
the policy shall accompany the policy when it is
delivered. The outline of coverage shall include: (A) a
statement identifying the applicable category or
categories of coverage provided by the policy in
accordance with this séction; (B) a description of the
principal benefits and coverage provided in the policy;
(C) a statement of the exceptions, reductions and
Iimitations contained in the policy or contract; (D) a
statement of the renewal provisions including any
reservation by the carrier of a right to change premiums; -
and (E) a statement that the outline is a summary of the
policy issued or applied for and that the policy should be
consulted to determine governing contractual provisiors.

(g) If a carrier elects to use a simplified application
form, with or without any questions as to the applicarit’s
health at the time of application, but without any
questions concerning the insured’s health history or
medical treatment history, the policy shall cover Ioss
developing after six months from any pre-existing
condition not specifically excluded from coverage by the
terms of the policy and, except as so provided, the policy
shall not include wording that would permit a de fense
based upon pre-existing conditions.

(h) Regulations promulgated pursuant to this si>ction
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shall specify an effective date applicable to policy and
benefit riders delivered or issued for delivery in this state
on and after such effective date which shall not be less
than 180 days after the date of adoption or promulgation,
- 12712,  (a) In order to assure reasonable continuation
of coverage and extension of benefits to the citizens of
this state, all group health po.bc:es or contracts delivered
or issued for delivery or renewal in this state on or after
April 1, 1983, shall, subject to the provisions of subdivision
(c), contain those provisions described in subdivisions
(b) and (d) of Section 12705.

(b) The commissioner shall, within 1580 days after April
1, 1983, adopt regulations covering group coverage
discontinuance and replacement.

(c) Nothing in this section shall alter or impair existing
group policies or contracts which have been established
pursuant to an agreement which resulted from collective
bargaining, and the provisions required by this section
shall become effective upon the next regular renewal and
completion of the collective bargaining agreement.

CHAPIER & GOVERAGE

12700:2: Ewvery empleyef whe prevides eor makes
available to his employees  plan of health insurance
eoverage shell mele available to sueh employees

in this state a plan or combination of plend
which have been eertified by the comsnissioner as a Glas
B quelified plan: If sueh plen does net meet the
feqﬂﬁemeﬁ%ﬁe{t-htspm%fa@aﬂquﬁahﬁedpl&n-%he;
employer shell make available o p}a:ﬁ g
he&l%hbeﬁeﬁtswhieh—w%eﬁeembmeéw%h%heeﬁsﬁﬂ?;
plan of health benefits; eonstitutes a Glass B eoveraff
p}&ﬁ-qlheplaﬂefeembm&&em&p}&ﬁsmaybeéaaﬁeed.
from funds eontributed selely by the employer or solelf
by the employees or any eembt&&heﬁthefeef-%e?lm”
m&yeeﬂs&%e{?se}flﬁ&samaﬁee—he&&herhespﬁa% |
serviee plan contraets; group pelieies or mdﬂadﬁ*l
p&hﬁ@ﬁﬁ%&ﬁ%’@@iﬁ%&ﬂ&&@ﬁ%@&f-

+2700-3- }ﬁé&eeveﬂ!e{-h&taﬁempleyerf-&ﬂsteeeﬂfﬁw
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with the provisiens eof Seetion 12700:2; none of the
‘ er’s eosts for health benefits shall gualify as an
jneome tax deduction for purpeses of state taxatien: In
the ease of an employer who qusalifies as & nonprofit ax
exempt organization for purpeses of taxateon; if the
employer fails to make available at least a Glass B
gquelified plan to kis empleyees; the employer shall lose
his status as an exermnpt organization:

127004  For ench type of qualified plan deseribed in

this part; an insurer or fraternal issuing individual pelieies
of aecident and health insurance in this state; other than
~ greup eonversion polieies; shall develop and file with the
cemmissioner an individual peliey whieh meets the
minimun standards of that type of qualified plan: An
ingurer or fraternal issuing individual pelietes of acetdent
and health insuranee in this state shall offer eaeh type of
qualified plan to each person who applies and is eligible
for aceident and health insuranee from that insurer or
fraternal:
- 127005: An insurer or fraternal issuins Medieare
-sapplemen%pl&asm%h&&s%&%esh&ﬂée&telep&ﬁéﬁ}ewt—h
the eommissioner & Medieare supplement poeliey whieh -
meetﬁ%hemmﬁ&ums%aﬁd&fdsefaq&ahﬁedlﬁeeheafe
sapplerpent platr An  insarer o fraternsl  issuing
Medieare supplement plans in Hhis state shell offer a
qualified Medieare supplement plan to each persen wheo
is eligible for eoverage and who applies for a Medieare
supplement plan-

19700:6: For each type of qualified plan deseribed in
Seeheni%?-@@—m-aﬁmef&&tema}ﬁs&mgg-mﬂp

of aneeident and health insurenee in this state shall
develop and file with the eommissioner a group poliey
whieh provides each member of the group the mintmum
benefits required by that type of qualified plen: An
insurer or fraternal issaing group pelieies of aceident and
health insuranee in this state shall offer each type of
qualiied plan to each cligible applieant £ea= greup
aceident and heslth insuranee:

197604 Each insurer and fraternal shall affirmatively
offer ecoverage of majer medieal expenses to every
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applieant for a new uneualified peliey at the Hme of
appheation and annually ko every helder of an
ungualified peliey of aceident and health insuranee: The
eoverage shall provide that when & eovered individusl
ineurs outfoffpecket expenses of five thousand dellars
£85;000) or mere within a ealendar year for serviees
eevered in Seetion 12700-12; benefits shall be payable;
subjeet to eany copyment authorized by the
eerpmissioner; up to & maxiratm lifetime limit of two
hundred fifty thousand dellars
32700-8- Nepeheyefaeeiéeﬁt&néhe&l‘ehmaﬁee
may be issued or renewed in this state 180 days after the
é&ﬁ%émé%ﬁ&@wﬁmeW&%&%%mﬁ
W%ﬁkmmﬂﬁw%dm&%mM@MM%ﬁé&ﬁ
MMM~M&MM%%%£Mﬁmlmwiﬂ%
ebligations under this ehapter by issuing the required
eeverages in their own name and reinsuring the risk and
adxninistration of the eoverages with the asseecieton it
aceordanee with this park
19760310 Nothing in this part shall require an insurer
or fraternal to offer or issue a poliey to any person whe

‘does neot meet the underwriling or membership

regairements of the insurer or featernalk:

H%M+I%%@@%ﬁm@mm%m&k%m&ﬁ
emaployers for eertifieation of a plan of health eoverage 83
a qualified plan or a qualified Medieare supplement plaft
for the purpeses of this part; the eommissioner shall make
8 detersnination within 00 days as to whether the plen #
@%&%Aﬁ&ﬁéﬁﬂ&%ﬁ%@%&%ﬂ%&ﬁ%

2 or “nonqgualified” on the front of the peliey of
a%ﬁmmhm%mwAﬂwﬁkﬁﬁmwmﬂw%W
whether they are Class A; B; or G eoverage plans:

19700-12. Apl&ﬂ%hea-kheevef&gesha}}beeefﬁﬁeé
%aGﬁmﬁ@ﬂﬁﬁ§MHhhﬁmwmﬁmﬁ
applieable requirements of law in this state; whether
ﬂ%%ﬁﬁ@%ﬂﬂﬁﬁ&%ﬁﬁﬂ%ﬁﬁ%%%ﬁﬁ
the fellowing minimum standards:

ﬁ}ﬁmmmﬁwﬁ%mﬁﬂﬁa&mmﬁm%ﬁw
s%&%%ﬂ%%&%ﬁﬁmm%w%mwwmmﬁw

pate} '570&
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equal to at least 80 pereent of the eost of eovered serviees
in exeess of an annual deduetible which does not exceed
one hundred fifty dellars {$150) per persen: The
coverage shall include & limitetien of three thousand

dellars {43,000 per persen on total annuel outloflpocket
expenses for serviees eovered under this subdivision: The

- eoverage shall be subjeet to & maximum lifetime benefit

efﬁetless%haﬁ’eweh&ﬁéreéﬁ&y%he&s&ﬁdde}}aﬁ

{$250,000)-
‘Sueh limitation on total annusl outlof/poecket expenses

' and the maxiraum lifetime benefit shall not be subjeet to

ehaﬁgeefsu-bs&b&%mbyﬁseef&ﬁ&e%&aﬂa}}yeqﬁtﬂeﬁt

{-b)—Gevefed expenses shall be the wusual and
eustomary and reasonable charges for the following
serviees and artieles when preseribed by a physietans

Ay Hespital serviees

{2y Prefessional serviees for the diagnosis or treatment
of injuries; HHnesses; or eonditions; other than outpatient
mental or dental; whieh are rendered by a physieian or
at his direction;

{S}Dfugﬂfeqmﬁﬁgaph—yﬁeraﬂ—spfeseﬁp&eﬂ‘

{4} Serviees of & nursing home for not more than 130
days in & year if the serviees would qualify as

{5 Servieces of a home health ageney if the serviees
would gualify as reimbursable serviees under MedilGals

46> Use of raditrn or other radiosetive materials;

{-}G}Reﬁ@erpﬁfehgse;asappfepﬁabe-e%émab}e

2y Oral &&pgeryiﬁefpaﬁ-}a«l-lyefeemﬁlete}y
: i .

e*tfaeﬁeﬁ&*eheeﬁtﬁe%ee%h-ef%hegﬁms&ﬁéass&ese? |
the mouth when not performed in eonneetion with the
extracton of repair of teeth
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33} Rehabilitative . £ the . ¥
eranlify as reimbursable under Medi/Gals
34 Fransportation provided by lieensed ambulanee

serviee to the nearest facility queliied to treat the
eondibon:

fe}@evefeéeafpeﬁsesf-ef’ehesewwes&ﬁdafheles
speetfied in this subdivisien do net inelude the followins

B Any charge for eare for injury or disease either {4}
arising out of an injury in the eourse of employment and
subjeet to a workers® eompensation or simnilar law; G- fer
which benefits are payable without regard to foult under
eesv‘ef&ges%&bu-teﬁkyfequedtebeeeﬁt-ameém&ny
meoter vehiele; or other linbility insuranee poliey or
eguivalent selffinsuranee or (i) for whieh benefits are
payable under anether peoliey of aceident and health
insuranee; Medieare or any other governmental program
exeept a9 otherwise provided by law: |

{2} Any charse for treatment for eosmetie purpeses
other then surgery for the repair of an injury er birth
aefeel

{%Gafewhfehﬂpﬁm&rﬁy%feﬁﬁ%eémlefdeﬁneﬁw'
pﬁfpeseswhiehwea%dﬁe%qﬂﬁhﬁy&sehgib}esemeeﬂ

A4y Aﬂyehﬁgegereeﬁ&ﬁemeﬁtmapfwa&memw
the extent it is in exeess of the institution’s eharge for it8
most eorprmen semifprivate room; unless a private roolt
tspfeseﬂbeé&smed&ea}bﬁeeess&rybyaphﬁﬁaﬁ-}f%hﬁ
insHtution does net have semifprivate reooms its most
eornmen semilprivate reom eharge shall be consideree 0
be 00 pereent of its eurrent private roem eharge:

%}%ﬁpaﬁe?&ﬁyeh&fgefefseﬁ&eesef&f’ggg

%}Aﬁyeh&fge%fﬁefweesefaféebs%hepmwmﬁef
whiek i9 et within the secpe of autherized
%hemst—rta&eﬁ%rﬂéiﬂéua&feﬁéeﬂﬁgthesefweeﬁ“
artieles: and

{%Aﬁyeh&rge%@fseﬁ&eesef&fae}esdeemeéﬂe*w

bemedie&l}yﬁeeessafyk
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- 1270013: A plan of health eoverage shall be eertified
as & Glass B quslified plan if it meets the requirements

‘established by Seedon 1270012; exeept that the

deductible shall not execed five hundred dollars {$5600)

per perser: |
17001 A plan of herlth eoverage shall be eextified
as a Class G gualified plan i i meets the requirements
-1—2'+’99.—1—5: Aheal-t-hefhes?i%&lleafesewieep}aﬂw%-ieh
Kﬁex!KeeﬂeAe’e&ﬂdtsaq-uahﬁedhe&khmam’eeﬁaﬁee
pﬁfs&&ﬁ%’ée%éefal}awshaﬂbedeeﬁied%e
bepreﬂdmg&GlassAqﬁah&eépl&n-
12700:16- Aﬂyp}aﬂwhrehpfewéesbeﬁeﬁtstepeﬁeﬁﬂ
evef%he&geefééye&rsm&ybeeef&ﬁed&saq&&hﬁeé
plan if the plar is designed to
sapp}emeﬂ% Medicare and provides eeverage of 50
pereesnt of the deduetible and eopayment required under
Medieare and 80 percent of the charges for eevered
sefweesdeseﬂbeémSee%mﬁi%?%-l%whtehehafges&fe

M&mebeﬁeﬁte%ﬁe%lessfhaﬁeﬁehaﬁdfeé%heas&ﬂé |
dellars

3100600+~
327001 Fer’ehef—&s’e-}Smeﬂ%hﬁéepefaﬁeﬁef-%he
health insuranee plan; the asseeiation

eomprehensive
'shé}eﬂablﬁhthe%ﬂemgpfeﬁmmsmbeehafgeé%f
- membership in the eomprehensive health insuranee

plan:

<o) The premitzn for the Class & qualified plan shall
be the average of rates eharged by the five insurers with
the largest number of individuals in & Class € individual
qualified plan of insuranee in forée in Californin;

by The premium for the Glass B qualified plan shall
bet-he&vef&gef&tesehafgedby’eheﬁvems&feﬂw&hthe
largest number of individuals in a Class B individual
gualified plan of insuranee in foree in California:

—ab 1262
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{ey The premium for a qualified Medieare supplement
plan shall be the average of rates eharged by the five
insurers with the largest number of individuals enrolled
in 8 qualified Medieare supplement plan; and; -

{-d-}qlheehafge%fhe&}thefheﬁp&aleafeserweepl&ﬁ

prineiples appropriate to organized prepayment systems:

1970038: For subsequent enrellees or remewals of
membership; the schedule of premiums for membership
in the health insuranee plan shall be designed to be
se}fﬁs&ppeﬁmgaﬁdbasedengenefaﬁy&eeep’sed&efaaﬂ&l
prineiples:

M&-Dmﬁsepﬂme%ﬁsmm
W%eeemmissmﬁefmayde&ﬂe%%he

ey Appfevetheselee&eﬁofthemgeafﬁefby%he
assoeiation and approve the asseeiation’s eontraet with

&eeufaeyé%heﬁnaﬁet&}da%&subm&tedbythew&mg
earrier and the asseecintion

{%-Geﬁ&&etw&h%hefeéer&}g%fnmeﬁtefaﬁyﬁt’he’
ﬂﬂrte{?gevefﬁmeﬁ-é%eeﬁsufeeeefdaﬂ&&eﬁét-hest&w
{-g—)-U»ﬁéeft*&ked-ifeetl-yei=*ehfeag-heeﬁtmets'vblttla
ethefpeﬁeﬁsstaéiesefdeﬁms&&&eﬁpfegf&mﬂ
develop awareness of the benefits speetfied in this por
ﬂetha%%hefe&éeﬂ%sef%hiss%&temaybes’éﬂ*ﬁl
W%%hehe&khe&rebe&eﬁ%spfewdeéw
Y Gentraet with insurers and others for

f.If*.
i

o

B
L

W
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sdministeative serviees and adopt; amend; suspend; and
fepeﬁfales&sfeaﬁeﬁ&blyﬂeeess&fy’eee&ﬁyeﬂ%&&d
meke effective the provisions and purpeses of this park:

GHAPTER B: WWW
, ASSOCHATION |

12760:26: Fhere i3  hereby  established 2

i Health Insuranee Asseeintion to
promote the publie health and welfare of the people of .
%heS%&eéG&h%mfa-w&hmeﬁa-beﬂhtpeﬂnswhﬁgef&H

insurers; selffinsurers; fraternals and health or

eare serviee plans authorized to transact business in this
stete: The Comprehensive Health Insurance Assoeiation
shall be exempt from taxation under the laws of this state
and all property ewned by the assoeintion shall be exempt
from taxation:

12700:21- -(-&}?hebe&féefdﬁeetefsef%heasseet&&eﬁ
shall be made up of seven individuals seleeted by
parHeipating members; subjeet to approval by the
eemimss*eﬁer-%se}eeﬂhemt&albeafd%dﬁeeteﬁ—aﬁd
to initinlly organize the asseeiation; the eommnissioner
shaﬂgweﬁet-lee%eaﬂfﬁembersef%heﬁme&nép}aeeef

entitled to vete in person or proxy: The vote shall be a

weighted wvote based upon the memberls eest of

subseriber contract eharges; or heslth or hospital eare

serviee plan contraet payment derived from or on behalf

5e£€-ahfem&&res&denfsm’ehepfeweasea4eﬂdarye&r-&s

determined by the commissioner: ¥ the board of
direetors is not seleeted within 60 days after notiee of the
erganizational meeting; the eormissioner may appeint
the initial beard: In approving or seleeting members of
the board; the eommissioner shall consider; among other
things; whether ol types of members are fairly
represented: Members of the beard may be reimbursed
frorn the moneys of the assoeintion for expenses ineurred
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by the asseciation for their serviees: The

eests of conducting rmeetings of the asseeintion and i
beard of direeters shall be borne by members of the
asseeigtion:
by AH members shall maintain their membership in
the assoeciation as a condition of transacting acecident and
mm&mmmmw&%mmm%&kﬂ%%h&%&me

serviee plan business in this state: The asseeiation shall
S%Hﬁbhmaﬁqmﬁmyﬂ%w&m&mmmﬂm
for approvak
312700-22- All meetings of the assoeiation; its beard;
mﬂww%mm%%éﬂmwwmmﬁﬁﬂhuﬂmw
the publie:
H%%%%ﬁmm&%%ﬁa&mﬁm&ﬂ%&m&
the " e to 1 fiod in SeeH
18700-26: The eontract of reinsuranece shall be exceuted
on or before July 1; 1088; for a peried of ene year and shell
be renewed annually theresfterr A eompany whieh
eeases to do business within the state shall remain Lable
mﬁaﬂm&mﬁaﬁﬁ&emm%mmuﬂmﬁmd%
during that ealendar years
EMB&B&%em%mmme%%%&éwﬁw
members of the assoeiation; the members shall be exempt
&%ﬂ&mwmﬁﬂéﬁwbwm%ﬁm%mmmmwﬁ
in restraint of trade: |
. 13700:25: The assoeiption may:
{ﬁgﬁm%$ﬁﬁ%ﬁﬁﬁﬁ%mwﬂﬁﬁﬁ&e

laws of this state:

ﬁﬁ&ww&w&é

hm%m@%ﬂ&&w subdivisions and {1
{d) Establish aﬁgwﬁme g? wwmwg

&}Hwﬁﬁﬁ&mmﬂm%gém%&mm&%a
mwkémmgﬂm&wmgmawmdwﬂmﬁﬁw
M%&%éﬂmﬁMM%&&ﬂmmﬂmw%%&ﬁg
to reinsure is reguired risks shall determine ‘

%@ﬁ%ﬂdeW&@e&eM%%emmmemﬂ{.
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.wwmm&ﬂ%&%@mﬁé%wm@ﬁ%

{%hﬁm&ﬂ-@ﬂﬁ& plans; excluding sroup

7 e@ﬂ-vefﬁ'lﬁﬁﬂ;

{2} Group eenversions;

{3y Greup qualitied plans with fewer than 50
or members; and

Ay Mejor medieal eoverage:

A separate eleetion may be mede for each eategory of
wmm&ﬁammﬁaé%ﬁmEMMﬁ%mﬂméa
eategory of eoverage; it must reinsure the risk ef the
eoverage of every individual eevered under every poliey

19. issued in that eategory: A member eleeting to reinsure

rigles of & eategory of eoverage shall enter into a contract

14 with the asseciation establishing e reinsurance plen for
15 . the risks: This eentract may inelude provisien for the

pooling of members risks reinsured threugh the

gsseeciation and it may provide for assessment of each

member reinsuring risks for losses and operating and

19 . administrative expenses ineurred or estimated to be

2
)
4
5
6
7 .
8
9.
10
11
.‘ 12
13
14
16
it
18
19
20
21
29
24
25

SGFFTRS BB ER™NR

o D

ineurred in the operation of the reinsuranee plan: Fhe
reinsurance plan shall be approved by the eemmissioner

before it is effeetive: Membesrs eleeting to administer the
rigks whieh are reinsured in the asseeintion shall eomply

with the benefit determination guidelines sand
proeedures established by the asseeiation:

aceounting
- The fee eharged by the assoeintion for the reinsuranee of

risks shall net be less than 110 pereent of the total
antieipated expenses ineurred by the asseeiation for the
reinsuEanee;

45 Provide for the administration by the assoeintion of
polieies whieh are reinsured pursuant to subdivision e
ﬁﬂimmﬁ%eMHﬁéemmﬁmema%fmm

eoverage on the member’s behalt I a member eleets to
have the asseciation administer the eategories of
eoverage; it must do se for every individual eovered
under every peliey issued in that eategory- The fee for the
administration shall not be less than 1O pereent of the
total anticipated expenses ineurred by the asseeiation for
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-1-2?99—2-7— Any employer whieh has in i employ one
er rore eligible persens enrolled in the eomprehensive
health insuranee plan mey malke all or any portion of the
state plan premium payment to the state plan direety to
the writing earrier: -

12700-28: Neot less than 8714 pereent of the state plan
premium paid to the writing earrier shall be used to pay
e}aams-aﬁdﬁetmefethaﬁ}%%pefee&tsh&}lbeused&r-
the payment of agent referral fees as authorized in
See&eal—ﬁ?@@-&éaﬂd%fpaymeﬂtef%he%aﬁgeameﬁ
direet and indireet expenses; as speeified in Seetion

by t—he asseeiaﬁeﬁ i pfeﬂdmg reinsuranee ©of
administrative serviees pursuant to this part shall be held
at interest and used by the assoeintion to offset logses due
teela:msexpenseséthes%&teplaﬂerﬁﬂee&ted’eereéaee
stete plan premivms:

12700-30: E&ehmemberef%heasseeta&eﬁsh&l-lshﬁe
the losses due to elaims expenses of the eomprehensive
health insuranee plan for plens issued or approved fof
issuanee by the assoeintion; end shall share in the
operating and administrative expenses ineurred ©f
estimated to be ineurred by the asseeiation ineident t0

-theeenduetef-tts&faﬂs-pufsa&attethe%ermsef%he

individual reinsurence econiraets cxeeuted by He
asseeiation with each member- Deviations in the elaifts
experienee of the state plan from the premium
allocated to the payment of benefits shall be the liabilitf
ef%he&sseew%mmembe*s—ﬁsseer&&enmembeﬁ&hﬁu
share in the elaims expense of the state plen ané
epef&tmgaﬁé&dnﬂms&&twee*peﬂseseﬂheasseeiﬁbeﬁ
in an amount equel to the ratio of the membex’s total
of selflinsuranece; eecident and health i
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prerait; sa’a&eﬁbef eeﬁt-Pae‘e eharges; or heslth or
or on behalf of California residents as divided into the

'%etalees’eefsel-ﬂ%ﬁsﬁm&ee;&éeiéeﬂ%&&dheakhefhesp&a}
insuranee premium; subseriber eontract charges; and
health eare serviee plan eontract eharges reeeived by all

asseer&&enmembers&emermbeh&l-fé@a—hf—efma

lability
ff&ﬁyhpaymentef%heassesﬂﬁeﬂ%shaﬂbeduem%hm%
days&&ef%heeﬁde?’ehe&sseet&&e&sﬁsea}yeaf»Sﬁbjee%

to the approval of the eemwmnissiener; the reinsuranee
jeeﬁt-rﬁefmaypfevtde%fm%eﬁmmasm&ybe

assoeintion in meecking the ihewrred or estimated elaim

‘expenses of the state plan and operating and

administrative expenses of the asseeintion; until the
asseciation’s next anpusl fiseal year end assessment:
Eailure by a member to tender to the asseeiation; the

assessed reinsuranee payment within 30 days eof

notifieation by the assoeintion shall be grounds for
termrination of the member’s membership:

Net gains; if any; from the eperation of the state plan
sholl be held at interest and used by the asseeiation te

-e%etﬁ&t&eles&esé&e%ee}aimse*peﬁsese{?%hes%a%e

* . ] ' * -
sapplernent plan: They shall offer health or hospital eare
serviee plan eontraets in these areas of the state where &
health or hospital eare service plan has agreed to make
t—heeeverageav&ﬂab}eaﬂéhasbeenselee‘eeéas&wﬁﬁﬂg
earrier:

19700-32: Any member of the assoeciation may sabmit
tetheeemmissteﬁefthepehe}esefaeeréeﬂt&néhea#h
insuranee or the health or hospital eare serviee plan
contraects whieh are being propesed te serve in the
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health  insuranee plan: The Hme and
ﬁi&ﬁﬁ&f@fﬂ&&ﬁﬁbﬁtﬂﬁi@ﬁ&h&ﬂb@ﬁ@ﬁéﬂb&dh}‘fﬁleef
the eommissioner
12700:33: Upon the eommissioners approval of the
pohiey forms and eontraets submitted; the assoeintion
sholl seleet pelicies and eontraects submitted by a member
or members of the asseeiation to be the comprehensive
health insurance plan: This seleetion shall be based upeon
eriterin ineluding the member’s proven ability to handle
}&fgegfeu?&eetéeﬁ%&ﬁdhe&khms&f&neeeases-ei@ﬁereﬁ%
claim paying eapeeity; and the estimste of total eharges
for administering the plan- The asseeciation may seleet
separate writing earriers for the three types of qualified
plaﬂs-’eheqﬁahﬁeéMeéxeafesapp}emeﬁtpL&n-andthe

,hea—l%herhe&pﬁalsefweeplaﬁeeﬁtf&et-

1270034 The writing earrier shell perferm off
administrative and elaims payment funebons: The
writing earrier shall provide these serviees for a peried of
three years; unless a request to terminate is approved by
the eommissioner- The eommnissioner shall approve of
éeﬁyareqaes%%etefmma%ewa%hm%é&ysefﬁsfeeelp%

A failure to make & final deeision en 8 request to
terminate within the speeified period shall be deemed t6-
be an approvak: Six months prier to the expiration of eaeb
#hfeelye&fpeﬂed-fheasseet&&eﬁehaﬂmvﬁesabmmwﬁﬁ

of peliey forms from members of the asseeiatioh;
ineluding the writing earrier: The association shall follew
t—heprev%sieasef\Seeﬁeﬁi-ﬂ?%%iﬁseleeéngam&ﬁg'

12700-35- the writing ecarrier shell provide te off
eligible persons enrelled in the plen an individual peliey
er eertifieste; setting forth a statermnent as to the insuranee
proteetion to whieh the person is entitled; with whof
elaims are to be filed and to whem benefits are payable
The poliey or eertifieate shall indieate that eoverage W8
ebt&lﬂeéthfeag-h%heasseer&&eﬁ-

19700-36: The writing earrier shall submit te B¢
assoeiation and the ecomwmissioner on & monthly basis

fepeﬁeﬁtheepefaﬁene{%hes{sa’eepl&ﬁ—%ee’ﬁe
m%rm&&eﬂ%ebeeeﬁtaineé%ﬂ%hﬁfepeﬁshaﬂbe
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determined by the assoeciation prier to the effeetive date
of the state plan-

32370037 Al elaims shell be paid by the writing
bythe state plan: Eaeh elaitn payment shall ineclude
information speeifying the precedure to be folloewed in
the event of a dispute over the amount of payment: -

1270038: Fhe writing earrier shall be reimbursed

 from the state plan premiums reeeived for its direet and

indireet expenses: Pireet and indireet expenses shall
inelude; but need not be limited to; & pro zata
reimbursement for that pertion of the writinglearrier’s

administrative; prinbng; elaims  administration;

menagement and building everhead expenses whieh are
assignable to the maintenaned and administration of the
state plan: The asseciation shell approve eost aceounting
methods to substantiate the writing earrier’s eost reports
eeﬁﬂ&teﬁ%wrthgeﬁef&}}y&eeeﬁfeéaeeeaﬁﬁﬂgpnﬁerp}e&
Diréet and indireet expenses shall not inelude eeosts
direetly related to the original submission of poliey forms
prior to seleection as the writing earrier

12700:39: Fhe writing earrier shall at ell Hmes when
earrying out its duties under this part be eonsidered an
agent of the assoecintion and the eommissioner with etvil
Lability subjeet to applieable provisions of law regulating
contraet elaims asainst the state by a parby to a state

12700-X0- Pfemmmsmeweébythewaﬁgeaﬁﬁ
for the ecomprehensive heslth insuranee plan are
speetﬁeaﬂyexemptedffempaymg&ﬁy%&te/ﬁﬁpeseé

- £YO8% premiums ks

12700-%1: The eomprehensive health insuranee plan

- shall be open for enrollment by eligible persons: An

eligible persen may enroll by submissien of a eertifieate
of eligibility to the writing earrier The eertifieate may
provide the followins:

‘o) Narne; address; age; and lensth of Hme at
feadeﬁeee?fhe&pphe&ﬂ’e

‘b Name; address and age of spouse and ehildren; if
any; if they are to be insured:
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{e—)-Eﬂéeﬁee of rejeetion; or & requirement of
restﬁetweﬁdefs-er&pfeextsaﬁg!eem}rm&&aen

- on & gualified plan; the effeet of whieh is to substantially

reduee eoverage from thet reeceived by a person
eonsidered a standeard risls by at least two asseeisHoen
membefsm%hmsﬂemeﬁthsé’ehed&teét-heeer&ﬁe&te‘

Lol
peliey from the state plan:
1270042 Within 30 days of reeecipt of the eertifieate

deseribed in Seeton 1370041 the writing earrier shall

either rejeet the applieation for failing to comply with the
reguirements in Seetion 1270041 or forward the eligible
person & notiee of aceeptanee and billing informatien:
Insuranee shall be effeetive immediately upen reeeipt of

the first month's state plan premium; and shall be

retreaective o the date of the applieation; if the applicant
otherwise eomphies with the requirernents of Hhis park
12700-43: Ne persen who eobtains eoverage pursuant

to this part shall be eevered for any preexisting eonditioR

during the first six months of coverage under the state
plan if the .waséfagﬂesedeftfeated%f%ha’f

ex:s%eﬂeeeft-heeempfeheﬁﬁweheakhmsumﬁeeﬁlﬁﬁ

and the means of enrollment Means of eomwmuniention
m&yiﬂe}udeﬁseef%hepfess-faéieaﬁd%e}ewswﬂ-aswen_

aﬁpﬁbheﬁﬁeﬁm&ppfepfm-tes%afee{%ﬁeesaﬂd

‘publieations:

19700-45: . The association shall devise and i
meaﬁs&mammﬁgpﬁbhe&w&feﬁesse?%hepfevﬁi@ﬂs
of this chapter and shall administer sueh provisions it #
m&mer%h&tf&eﬂ&&%espubhep&ﬁe&p&ﬁe&mt—heﬁ%
plas: ,
31270046 The writing earrier shall pay an ageRt’
referrel fee of bwentyifive dolars ($25) to each :

O EERE B YWY B L T W W o o o

¥
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&geﬂ-twhefekfsaﬁ&pphe&ﬂ%%et-hes%a%ep}aﬁ-ét-he

state plans shall net be limited to the writing earrier or

uﬂd%ﬁgfesmeﬁeﬁséeaﬂ&ppheaﬂtfefaeeideﬂ%&ﬁd
health insurance shall notify the applieant of the
existenee of the state plen; the requirerments for being
aceepted in it; and the precedure for applying to ik
12700:48. Every program ef selffinsuranee; poeliey of
group aeeident and health insuranee or eontract of
eoverage by a health or hospital eare serviee plan written
or renewed in this state; shall inelude; in addition to
eaa&t—mgpmws&eme?l&wre}&hﬂgteeeﬁtﬂﬂ&&&eﬂé
eoverage after termination of employment; the right to

' eonvert to an individusl eoverage gualified plan without

the addition of underwriting restrietions regardless of the
reason for leaving the group: The person leaving the
group meay excreise his right to eonversion within 30 days
&b&vmgthegre&p—ﬂ&nsefhea}‘eheevemgesh&ﬁa}se
include @ provision whieh; upen the death of the

. individual in whese name the coniraet was issued;

contraet to eleel; within the period speeified in the
contraet; to continue eoverage under the same or #
different contraet without the addition of underwriting

- restrietions until the person would have eeased to have

been entitled to eoverage; had the individual in whese
aame the contraet was issued lived: An individual
conversion contraet i9sued by a hesalth of hospital eare
serviee plen shall not be deemed to be an individual
enrollment contraet for the purpeses of individual
enrollment provisions of the knexfKeene Aek: :
12700-49: An employer whe employs in this state; on
theavefagedﬂﬂﬂgae&lendafq&&ﬁef-}%emp}eyeesef
more; other than ecmployees engaged in seasensl
employment and who offers a health benefits plan to
employees; whether {8) purchased from an insurer of a



"AB 1262 — 44 —

DO b ot st ot sl e i o ek
SOOI U W= OO ~1N U GO

I ANARANARARATAFARLEAE Y R SR SR el
owmqmmﬁwmwocmqgmﬁwgﬁ

health or hospital eare serviee plan; o (by prev-rdeée&;
a self insured basis; shall; upen the next renewal of the
health benefits plan contract offer his emplovees a dual
option to obtain health benefits through either an
aceident and heslth insuranee poley or a health o
hospital eare serviee plan eontract if one s available: An

.epheﬁﬁeeéﬁe%bepfewdeétfless%haﬂ%emp}eyees_

seleet sueh option: :

19700-50: An emplover may make the dual e¥fefs'
speeified in Section 1270049 threugh an insurer; a health
or hospital eare serviee plan or on a selffinsured basis: ¥
an offer is made on a selffinsured basis; the aceident and .
he&lt—hmsﬁfaﬁeety-peefeevef&geefhe&}thefhesp&s&}
eare serviee plan type-of eoverage shall meet the
feqmemeﬂtseffhe}&wsef{ehtss%&teas%eéhesemees;
eovered or benefits provided:

1276051 Nem&ufefehaﬁm&ke&eeept&ﬂeeefﬁseger

aeeep%&ﬂeeefrbs&fef%epfewdehe&l%hmamteﬁaﬁee',;
employer of insurance eeverage by a p&Fﬁeﬂl&fiﬁﬁ-&fef'"
Neeﬁfef%epfewéet-he&eeldeﬂ%&ﬂdhe&khmsafaﬂeeg
shall eombine the bwo in a singlelprice package:

G-I-HrPfHE‘.-Hé- GCALIFORNIA CATFASTROPIHEC HEAETH
EXPENSE PROFECHON ACE

G&’fast-fephi-e Heal-th Expense PretecHon Aek
12702 Fer the purpeses of this ehapter: &jf
2 esns any pepseﬂwhe*s .

“Fligible persen’
'fegeﬁte%’@r&k%mraaﬂéwh&whﬂeafes&éeﬂ*

G&l&?@&m&-h&sbeeﬁ%aﬁéby’eheéﬁee’eeftewl
meuﬁeéaﬁebhg&&eﬁ%ep&yquahﬁede*peﬁses
himseld eor herself and any dependents in
eonseentive months exceeding:

*5
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_."..&}%pweeﬁtefhtsefhefheweheldmeeme&p‘ee
9 ffteen thousand doHars ($15;000) plus 50 pereent of hisor
1'3 her household income between fifteen thousand dellars
4 4$35:000) and twentyffive thousand dollars {($25,000);
;i5 plus 60 pereent of his or her household ineome in exeess
fﬁ &Weﬂ%ylﬁvet-he&s&ﬁdéeﬂaﬁ@%ggg-}*% |

3 whiehevefisgre&tefe*eepttha%theleve}effeqa&ed
f‘;g-ebhgaﬁenshaﬂbefeéueedby&ﬂaﬁ&e&ﬁ%eqﬁalte%hfee
11 premr&msme&rfedby&ﬁehgiblepeﬁeﬁ- _

‘19 +by “Quelified expense” means any eharge inenrred
13 subsequent to July 1; 1083; for a health serviee whieh is
14 ineluded in the list of eovered serviees deseribed in
15 Seetteﬁﬂme—}%e%%kﬂsp&ft—aﬂé%rmehﬁe%hﬁép&ﬁy
‘16 is Heble: |

17 {-e)——Dependeﬁt—meaﬁsaspeaﬂeefaﬁm&fﬁedehﬂd
18 under the age of 19 years; a ehild whe i5 & student under
19 the age of 25 and finaneially dependent upen the parent;
920 or a ehild of any age whe is disabled and dependent upon
91 the parent: :

22 4dy “Gross income” means federally adjusted greoss
23 meeme&nd’ehesam&éthe?eﬁewmgte%heeﬂeﬁ%ﬂe%

94 ineluded in Hhis subdivision:

25 {-HAédtheﬁste%defa}lyadyuﬁtedgfessmeeme&s
26 pfeﬂeledbyst&tefeveﬁaeaﬁéta*&aeﬁpfeﬂﬁeﬁfe}&hﬂg
a7 te:

28 Ay Federally; but not state; exempt interest

29 4By Federally deduetible state ineome

30 = & Disallewed depreeintion;

31 {D—)—Fedemﬁye*emptmterestaaédw&deﬁdﬂ*&ﬁdthe
2. Ey Ameunt of exeluded gain realized by a trust or sale
33 er exeheansge of preperty:

34 2y Al nentaxable income;

3%  3) Reeognized long/term eapital gains;

36 44 Dividends exeluded from federal adjusted gross
37 ineome pursuant to Seetion 116 of the Internal Revenue
38 Gede of 1954;

39 {S}Pubheass&st-aﬁee&néfehef:

40 (6 Any pension or annuity; ineluding railread
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when the payments were made;

%Neﬁ&ta%e%aﬁablem%efestfeeeweé&m%hest&tel

erkdadgevemmeﬁtef&nyme&ﬂmeﬁbahbyefpehheal

subdivision thereofs
-(-S}Wefkefﬁ-eempens&ﬁeﬁ*

493 Unemployment benefits;
10} Nentaxable strike benefits; and

31 The gross amounts of payments reeeived in the

nature of disability income or siele pay &% a result of

aecident; sieckpess or other disability; whether funded

threugh insurance or otherwise:r In the ease of an
individusl who files an income tax return on a Hseal year
basis; the term “federal adjusted gress ineome shall

meaﬁfeéef&}adjaﬂeégfessmeemefeﬂeetedmt-heﬁseﬂ'
year ending in the ealendar year: ~“Ineeme” does not

inelude:

Y Ameunts exeluded to Seetion 101 of the
Internal Revenue Cede; subdivision {a) of Seetion 10%
aﬁdSee&eﬁsH-?aﬁd}%}-(-%U-S-G—Seeheﬁs}%-lﬂ'

1

e —-Heu&ehelémeemmeaﬂs%hegmssmeemeef&ﬂ |

eligible person and all of his or her dependents for tBe
ealeﬁé&fyeafpfeeeémgt-heyeafmwhiehaﬁa-pﬁ}mﬂeﬂ
is filed pursuant to Seeton 12703-




s
¥
I
b
I

L g e e e
R «,-..‘.;,_.-.Y\'ji‘-—E 7

T

L e e

gt‘ggmk ot g S g S AT s

[ NP SRR WV W
T 0D DD Y

osnms o
<o oo

= s'-;mg

et 223

. o P o N o ] ‘W"'c"a“c;: c"
T SEEEFTHRES

S T T T T oA

(TG

[3°=)
:‘O

T ~ AB 1262

-(-Q'—Dﬁee%er—me&ﬁs%hel}&ee%efefthegepm
efHe-&l-thSe%es_
48y “Fhird N e
19703 person er his or her depeﬂéeﬁ_ts_iaiseﬁet-hef
Any person whe believes that they are or will

‘beeeme&&ehgkblepefseﬁﬁ*&yﬂﬂbm*&ﬁ&pphe&m%f

tﬁehﬂde pee to t—he é‘lfe'e'te'f" T—he &?ph&&ﬂeﬁ ShaH
. a]-gtjﬁgefe*?eﬁﬁeﬂmeﬁ' fiedpﬁefteth‘eé&teef‘

12/month 3 o

k20X I-P%heéifee%efdetefmmeet-h&t&ﬁ&ppke&&tm.
an eligible person; the direetor shall pay 05 pereent of all

feﬁseﬁef%heehgtbbpefseﬂaﬁdmefhef
mexeessef_.

‘(‘&')'Fer-typ e?hﬁmm

. be@weeﬁi ; pereent

.W}plw%p&eemegm%h& theusand
in exeess of twentyifive H K éej:#

b) Fweo the o

.whieh%fmgfe&ef%f%he}alﬁ&eﬁthpeﬁeémwhwh

's:e:“ g procedures for determining
- whether; end to what
l. charges; unless et»hefwwe pfeﬂéedﬁeiﬂesgef re

; eharge shall be reviewed for reasonableness

i > preecedures used to review and

_reimbursement under MediCak: K the o it
_determines thet the eharge for & heslth serviee is
excessive; the dircetor may lmit pr vieo i

harge for that service: K the di
detefmines%hatahe&}ﬂqsef,,i“pfev{ded%&ﬂdﬁeetefu

( Aﬁmiemwmmm%é&%t%m&y

with & review orgenizetion {es defined in 42 vse
y 1320; et seq); in making any determination as to

;-whet-hefefﬁe%asemeew&smedte&l-}yﬁeeess&fyu}f{he
_ direetor in accordanee with this &}p&y&H

Gfﬁp&f'teft_he] et o
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portien of the charge shall be deemed to be an
uneonseionable fee; against the publie peliey of this state,
aﬁdaﬁeﬁ%feeab}emaﬁyae&eﬁbfeagh%%ﬂ-hefeeevefy
of moeneys ewed:

12705 Whenever the director pays for or beeomes
kable for payments for health serviees under the
provisions of this ekapter; the direetor shall have a lien for
payments and habilities for the serviees upon any and all
eauses of action which aeerue to the person to whom the

. serviees were furnished; or his legal representatives; asa

fes&ltefmjuﬁeswhiehdﬂeeﬂyefmdﬁee&yled%ethe
ineurring of qualificd expenses:

12706: illheelﬁee%efmaypef{?eetaﬁdeﬂﬁefeehﬁef
her lien by following applieable precedures of low exeept
that the direetor shall have one year from the date wher
be filed with the appropriate elerk of court in the eounty
mwhleh%hefeetpteﬂée%thesefwees&sréesefmfhe
ecunty in which the action was filed:

12707 Where a third party may behab-}emwhe}eer
mp&ﬁ%efpaymeﬁ%ﬁefhea-}thsefwee&%hedﬁeetefﬂ%ﬂ?
consider the eharges for the health serviees to be.

aﬁyp&ymeﬁtsmadeandeffhepfewaeﬁsefthwseeﬁeﬁ‘
pfeﬂsteﬁséthﬁeha«p%ef%hegepaftmeﬁ%éﬁeﬂ*
Sefﬁeessha}lbes&br-ega-ted-tet—hee*%eﬁtef&swmeﬁ”'
i?efhealthsewrees-%eaﬁyﬁghtsthee}rgﬂslepefseﬁefm
erheréepeﬁdeﬁtm&yhaveuﬁdeft—hetefmseﬁaﬁff’mf
éhe&kheevef&ge-%eﬁgh-tef&abmgaaensh&ﬁﬂ*’*
attaeh prier te written notice of the exereise

Stijefegﬂﬁeﬁﬂghlesi':e%hetss&efe¥t%}e1e>l-&ﬁef1‘i€ﬂﬂltla

?he%emey@e&ee&l—ert—heapfﬁepﬂateeﬁ’

Geﬁefal—m&yms%&ﬁ-teefjem&ewﬂ&e&eﬁ&gﬁiﬂﬂ’fﬁ.
issuer of the plan of health coverage to reeover undef 7
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1. pare

g  13709: The direetor shalk

3 +{o) Promulgete reasonable rules to implement this
4 ebapter;

5 +b) Establish applieation forms and proeedures for the
6 ﬁ@fpefsensseekiﬂgtebedeelafeé&ﬁehgib}epeﬁeﬁ;
7 ame |

8

. pregrans

17 pfevﬁeefpayfefthedelwefyefhe&khsemees‘

18 - by Enter into contraets with third parties to perform
19 seme or all of the duties impesed on the direetor by this
91 12 TFhe final deeision of the direetor denying sn
90 . appliestion for status as an eligible person or denying all
93 ‘or part of the charges for & health serviee may be
% appeated by any interested party pursuant te the
95 Administrative Proeedure Aet (Cheapter 4 {eommeneins
% with Seetion H370)y Ghapter A5 {commenecing with
88 HB560); of Division 3 ef Title 2 of the Government Cede);
29 as arnended:

0 I2A2 There is hereby ereated in the State Freasury;
3l the Galifernia Gatastrophie Health Expense Preteetion
32 Fund: Fhere i3 initially appropristed from the General
33 Eund fer depesit i the Galifornia Catastrephie Health
34 Expense Protection Fund; the sum of ten million deHars
35 {$10;000,000): The appropriation is to be used witheut
36 regard to fiseal year for the purpese of funding the
37 aetivities of the Department of Health Serviees as are

,.39‘ad-miﬁistf&éeﬁ%hefee£-
4 SEC 9 m%m%%%
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AMENDED IN ASSEMBLY SEPTEMBER 10, 1987
AMENDED IN ASSEMBLY APRIL 20, 1987

CALIFORNIA LEGISLATURE-1987-88 REGULAR SESSION

- ASSEMBLY BILL - No. 2647

—_——— ——

Introduced by Assembly Member Campbell

March 10, 1987

———

——— ———
e 0

An act relating to national health program.

LEGISLATIVE COUNSEL’'S DIGEST

AB 2647, as amended, Campbell. National health
program.

Under existing law there is no nat1onal health program.

This act would submit to the voters at the next statewide
election a measure requiring the Governor to request the
President and the Congress to enact a national health
program.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

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

SECTION 1. At the next statewide election in
accordance with the provisions of the Government Code
and the Elections Code governing the submission of
statewide measures to the voters the followmg measure
shall be submitted to the voters:

National Health Program
We, the people of the State of California, do hereby

find and declare as follows:
The United States through public and private sources

st i .
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will expend in 1987 10 times the amount spent on health
care 20 years ago.

The dramatic rise in health care expenditures has both
played a major role in fueling inflation and still left
millions of Americans without needed health services
and without protection against the catastrophic costs of
acute and long-term care.

The State of California and other states have limited
ability to control and shape policy for health care
programs that transcend state boundarles and are, most
often, national in scope. |

The trend in health care costs predlcts both a greater
share of the nation’s limited resources going into health
care and less health care coverage and protection being
afforded the people of the United States.

The Governor shall prepare and transmit on or before
December 31, 1988, a request to the President and all
members of the Congress of the United States to enact by
January 1, 1990, legislation establishing a national health
program, providing accessibility for all Amerieans;
freedom of eheiee; a comprehensive range of services;
fiseally sound financing threush the private and publie
seeters; allowance for innovation in delivery systems;
provision for pilot projects; incorporation of professional
standards; and decisionmaking with reliance on
professional judgement and sensitivity to consumer
input.

SEC. 2. Notwithstanding any other provision of law,
all ballots of the election shall have printed thereon and
in a square thereof, the words: “National Health
Program,” and in the same square under those words, the
following in eight-point type: “This act requires the
Governor to request the President and the Congress to
enact a national health program.” Opposite the square,
there shall be left spaces in which the voters may place
a cross in the manner required by law to indicate whethel'
they vote for or against the act.

Where the voting in the election is done by means Of

“voting machines used pursuant to law in the manner that

carries out the intent of this section, the use of the voting

g7 70



—3 | AB 2647

iy machines and the expression of the voters’ choice by
?2 means thereof are in compliance with this section.
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