
AMENDED IN SENATE JULY 10, 2007

AMENDED IN SENATE JUNE 21, 2007

AMENDED IN ASSEMBLY APRIL 17, 2007

AMENDED IN ASSEMBLY MARCH 28, 2007

california legislature—2007–08 regular session

ASSEMBLY BILL  No. 1155

Introduced by Assembly Member Huffman
(Coauthors: Assembly Members Berg and Hancock)

February 23, 2007

An act to add Sections 1386.5 and 1386.6 to the Health and Safety
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legislative counsel’s digest

AB 1155, as amended, Huffman. Health care service plans.
Existing law, the Knox-Keene Health Care Service Plan Act of 1975,

provides for the regulation of health care service plans by the
Department of Managed Health Care. Existing law requires a health
care service plan to pay claims for provided health care services within
a specified period of time and prohibits a health care service plan from
engaging in an unfair payment pattern, as defined.

This bill would require the director, upon a final determination that
a health care service plan has underpaid or failed to pay a provider, as
specified, to assess an administrative penalty, as specified, and to require
the plan to pay the provider, at a minimum, the amount owed plus
interest, as specified. The bill would authorize the director to exempt
a plan from paying the administrative penalty if the director makes a
written finding that paying both the penalty and the provider would
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jeopardize the financial solvency of the plan. The bill would also specify
that a provider would not be required to resubmit a claim to a plan
unless the director makes a determination that an extraordinary
circumstance exists and requires the plan to reimburse the provider for
the cost of resubmission, as specified.

Existing law subjects health care service plans to various fines and
administrative penalties for failing to comply with specified provisions
of the act. Existing law also requires health care service plans to pay
specified assessments each fiscal year as a reimbursement of their share
of the costs and expenses reasonably incurred in the administration of
the act. Existing law requires the adjustment of those assessments and
other charges set forth in the act if the director of the department
determines that they are in excess of the amount necessary, or are
insufficient, to meet the expenses of the act.

This bill would prohibit using the fines and administrative penalties
authorized by the act to reduce those assessments and would also require
the deposit of those fines and penalties in the Managed Care Fund.

Vote:   majority. Appropriation:   no. Fiscal committee:   yes.

State-mandated local program:   no.

The people of the State of California do enact as follows:
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SECTION 1. Section 1386.5 is added to the Health and Safety
Code, to read:

1386.5. (a)  Upon a final determination by the director that a
health care service plan has underpaid or failed to pay a provider
in violation of Section 1371.37, the director shall, by order, do
both of the following:

(1)  Assess an administrative penalty in an amount not less than
the amount owed plus interest.

(2)  Require the plan to pay the provider an amount not less than
the amount owed plus interest.

(b)  The director may exempt a plan from paying the
administrative penalty assessed in paragraph (1) of subdivision (a)
if the director makes a written finding that paying that penalty and
making the payment required in paragraph (2) of subdivision (a)
would jeopardize the financial solvency of the plan.

(c)  Except as provided in subdivision (d), a provider shall not
be required to resubmit a claim to a health care service plan in
order to receive payment pursuant to this section.
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(d)  If the director makes a determination that an extraordinary
circumstance exists, the director may require a provider to resubmit
a claim to a health care service plan in order to receive payment
pursuant to this section, provided that the director also requires
the plan to add to the amount owed to the provider a reasonable
amount necessary to reimburse the provider for the cost of
resubmission.

(e)  The remedies provided by this section are not exclusive, and
may be sought and employed in any combination with civil,
criminal, and other administrative remedies deemed warranted by
the director to enforce this chapter.

(f)  Notwithstanding the date on which the director makes a final
determination specified in subdivision (a), the calculation of the
amount of the remedy imposed pursuant to subdivision (a) shall
be based on the date on which the plan committed the violation
specified in that subdivision.

(g)  Notwithstanding the provisions of subdivision (a), a plan
shall not be required to pay a provider more than the amount owed
plus interest on a claim, and the department may take into account
any other payments that have been made on that same claim.

(g)
(h)  A health care service plan may not delegate a statutory

liability under this section.
SEC. 2. Section 1386.6 is added to the Health and Safety Code,

to read:
1386.6. The fines and administrative penalties authorized

pursuant to this chapter shall be paid to the Managed Care Fund
and, notwithstanding Section 1356.1, shall not be used to reduce
the assessments imposed on health care service plans pursuant to
Section 1356.
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