
In California, The Knox-Keene Health Care Service Plan Act of 1975 and accompanying 
laws regulate managed care plans. The act offers both patients and providers more 
protection than they receive in most other states. 

The act allows providers to sue HMOs directly over billing disputes, and requires HMOs 
to make available a dispute resolution mechanism for non-contracting providers to 
resolve billing disputes. In addition, the California Department of Managed Health Care 
has developed a Provider Complaint Unit to enforce a provider’s right to fair and timely 
payment, and has piloted an independent dispute resolution system for providers that 
have gone through a health plan’s dispute resolution process but still contest the health 
plan’s determination. 

Sections of the California Health and Safety Code regarding emergency care and 
continuity of care imply that covered services provided at an in-network facility by an 
out-of-network provider during the course of care shall be covered. However, language in 
other sections indicates that a plan may require that a provider get prior authorization for 
any care provided pot-stabilization.

Finally, the act clearly prohibits providers from holding patients liable for money the plan 
owes, which bars balance billing by contracted health care providers. However, there is 
not a similar exclusion for non-participating providers.

The relevant sections of the code are attached and include: Emergency Care up to 
Stabilization of Enrollee’s Condition (Section 1371.4), Continuity of Care (Section 
1367), Post-stabilization Reimbursement to Provider (Section 1371.4) Contracts between 
Plans and Providers (Section 1379).



CA Health and Safety Code Section 1367

A health care service plan and, if applicable, a specialized health care service plan shall 
meet the following requirements:
   (a) Facilities located in this state including, but not limited to, clinics, hospitals, and 
skilled nursing facilities to be utilized by the plan shall be licensed by the State 
Department of Health Services, where licensure is required by law.  Facilities not located 
in this state shall conform to all licensing and other requirements of the jurisdiction in 
which they are located.
   (b) Personnel employed by or under contract to the plan shall be licensed or certified by 
their respective board or agency, where licensure or certification is required by law.
   (c) Equipment required to be licensed or registered by law shall be so licensed or 
registered, and the operating personnel for that equipment shall be licensed or certified as 
required by law.
   (d) The plan shall furnish services in a manner providing continuity of care and ready 
referral of patients to other providers at times as may be appropriate consistent with good 
professional practice.
   (e) (1) All services shall be readily available at reasonable times to each enrollee 
consistent with good professional practice.
To the extent feasible, the plan shall make all services readily accessible to all enrollees 
consistent with Section 1367.03.
   (2) To the extent that telemedicine services are appropriately provided through 
telemedicine, as defined in subdivision (a) of
Section 2290.5 of the Business and Professions Code, these services shall be considered 
in determining compliance with Section 1300.67.2 of Title 28 of the California Code of 
Regulations.
   (3) The plan shall make all services accessible and appropriate consistent with Section 
1367.04.
   (f) The plan shall employ and utilize allied health manpower for the furnishing of 
services to the extent permitted by law and consistent with good medical practice.
   (g) The plan shall have the organizational and administrative capacity to provide 
services to subscribers and enrollees.  The plan shall be able to demonstrate to the 
department that medical decisions are rendered by qualified medical providers, 
unhindered by fiscal and administrative management.
   (h) (1) Contracts with subscribers and enrollees, including group contracts, and 
contracts with providers, and other persons furnishing services, equipment, or facilities to 
or in connection with the plan, shall be fair, reasonable, and consistent with the objectives 
of this chapter.  All contracts with providers shall contain provisions requiring a fast, fair, 
and cost-effective dispute resolution mechanism under which providers may submit 
disputes to the plan, and requiring the plan to inform its providers upon contracting with 
the plan, or upon change to these provisions, of the procedures for processing and 
resolving disputes, including the location and telephone number where information 
regarding disputes may be submitted.
   (2) A health care service plan shall ensure that a dispute resolution mechanism is 
accessible to noncontracting providers for the purpose of resolving billing and claims 
disputes.



   (3) On and after January 1, 2002, a health care service plan shall annually submit a 
report to the department regarding its dispute resolution mechanism.  The report shall 
include information on the number of providers who utilized the dispute resolution 
mechanism and a summary of the disposition of those disputes.
   (i) A health care service plan contract shall provide to subscribers and enrollees all of 
the basic health care services included in subdivision (b) of Section 1345, except that the 
director may, for good cause, by rule or order exempt a plan contract or any class of plan 
contracts from that requirement.  The director shall by rule define the scope of each basic 
health care service that health care service plans are required to provide as a minimum for 
licensure under this chapter.  Nothing in this chapter shall prohibit a health care service 
plan from charging subscribers or enrollees a copayment or a deductible for a basic health 
care service or from setting forth, by contract, limitations on maximum coverage of basic 
health care services, provided that the copayments, deductibles, or limitations are 
reported to, and held unobjectionable by, the director and set forth to the subscriber or 
enrollee pursuant to the disclosure provisions of Section 1363.
   (j) A health care service plan shall not require registration under the Controlled 
Substances Act of 1970 (21 U.S.C. Sec. 801 et seq.) as a condition for participation by an 
optometrist certified to use therapeutic pharmaceutical agents pursuant to Section 3041.3 
of the Business and Professions Code.
   Nothing in this section shall be construed to permit the director to establish the rates 
charged subscribers and enrollees for contractual health care services.
   The director's enforcement of Article 3.1 (commencing with Section 1357) shall not be 
deemed to establish the rates charged subscribers and enrollees for contractual health care 
services.
   The obligation of the plan to comply with this section shall not be waived when the 
plan delegates any services that it is required to perform to its medical groups, 
independent practice associations, or other contracting entities.

CA Health and Safety Code 1371.4

(a) A health care service plan that covers hospital, medical, or surgical expenses, or its 
contracting medical providers, shall provide 24-hour access for enrollees and providers, 
including, but not limited to, noncontracting hospitals, to obtain timely authorization for 
medically necessary care, for circumstances where the enrollee has received emergency 
services and care is stabilized, but the treating provider believes that the enrollee may not 
be discharged safely. A physician and surgeon shall be available for consultation and for 
resolving disputed requests for authorizations. A health care service plan that does not 
require prior authorization as a prerequisite for payment for necessary medical care 
following stabilization of an emergency medical condition or active labor need not satisfy 
the requirements of this subdivision.
   (b) A health care service plan, or its contracting medical providers, shall reimburse 
providers for emergency services and care provided to its enrollees, until the care results 
in stabilization of the enrollee, except as provided in subdivision (c). As long as federal 
or state law requires that emergency services and care be provided without first 
questioning the patient's ability to pay, a health care service plan shall not require a 



provider to obtain authorization prior to the provision of emergency services and care 
necessary to stabilize the enrollee's emergency medical condition.
   (c) Payment for emergency services and care may be denied only if the health care 
service plan, or its contracting medical providers, reasonably determines that the 
emergency services and care were never performed; provided that a health care service 
plan, or its contracting medical providers, may deny reimbursement to a provider for a 
medical screening examination in cases when the plan enrollee did not require emergency 
services and care and the enrollee reasonably should have known that an emergency did 
not exist. A health care service plan may require prior authorization as a prerequisite for 
payment for necessary medical care following stabilization of an emergency medical 
condition.
   (d) If there is a disagreement between the health care service plan and the provider 
regarding the need for necessary medical care, following stabilization of the enrollee, the 
plan shall assume responsibility for the care of the patient either by having medical 
personnel contracting with the plan personally take over the care of the patient within a 
reasonable amount of time after the disagreement, or by having another general acute 
care hospital under contract with the plan agree to accept the transfer of the patient as 
provided in Section 1317.2, Section 1317.2a, or other pertinent statute. However, this 
requirement shall not apply to necessary medical care provided in hospitals outside the 
service area of the health care service plan. If the health care service plan fails to satisfy 
the requirements of this subdivision, further necessary care shall be deemed to have been 
authorized by the plan. Payment for this care may not be denied.
   (e) A health care service plan may delegate the responsibilities enumerated in this 
section to the plan's contracting medical providers.
   (f) Subdivisions (b), (c), (d), (g), and (h) shall not apply with respect to a nonprofit 
health care service plan that has 3,500,000 enrollees and maintains a prior authorization 
system that includes the availability by telephone within 30 minutes of a practicing 
emergency department physician.
   (g) The Department of Managed Health Care shall adopt by July 1, 1995, on an 
emergency basis, regulations governing instances when an enrollee requires medical care 
following stabilization of an emergency medical condition, including appropriate 
timeframes for a health care service plan to respond to requests for treatment 
authorization.
   (h) The Department of Managed Health Care shall adopt, by July 1, 1999, on an 
emergency basis, regulations governing instances when an enrollee in the opinion of the 
treating provider requires necessary medical care following stabilization of an emergency 
medical condition, including appropriate timeframes for a health care service plan to 
respond to a request for treatment authorization from a treating provider who has a 
contract with a plan.
   (i) The definitions set forth in Section 1317.1 shall control the construction of this 
section.
   (j) (1) A health care service plan that is contacted by a hospital pursuant to Section 
1262.8 shall, within 30 minutes of the time the hospital makes the initial telephone call 
requesting information, either authorize poststabilization care or inform the hospital that 
it will arrange for the prompt transfer of the enrollee to another hospital. 



   (2) A health care service plan that is contacted by a hospital pursuant to Section 1262.8 
shall reimburse the hospital for poststabilization care rendered to the enrollee if any of the 
following occur:
   (A) The health care service plan authorizes the hospital to provide poststabilization 
care.
   (B) The health care service plan does not respond to the hospital's initial contact or does 
not make a decision regarding whether to authorize poststabilization care or to promptly 
transfer the enrollee within the timeframe set forth in paragraph (1).
   (C) There is an unreasonable delay in the transfer of the enrollee, and the 
noncontracting physician and surgeon determines that the enrollee requires 
poststabilization care.
   (3) A health care service plan shall not require a hospital representative or a 
noncontracting physician and surgeon to make more than one telephone call pursuant to 
Section 1262.8 to the number provided in advance by the health care service plan. The 
representative of the hospital that makes the telephone call may be, but is not required to 
be, a physician and surgeon.
   (4) An enrollee who is billed by a hospital in violation of Section 1262.8 may report 
receipt of the bill to the health care service plan and the department. The department shall 
forward that report to the State Department of Public Health.
   (5) For purposes of this section, "poststabilization care" means medically necessary 
care provided after an emergency medical condition has been stabilized.

CA Health and Safety Code Section 1379

(a) Every contract between a plan and a provider of health care services shall be in 
writing, and shall set forth that in the event the plan fails to pay for health care services as 
set forth in the subscriber contract, the subscriber or enrollee shall not be liable to the 
provider for any sums owed by the plan.
   (b) In the event that the contract has not been reduced to writing as required by this 
chapter or that the contract fails to contain the required prohibition, the contracting 
provider shall not collect or attempt to collect from the subscriber or enrollee sums owed 
by the plan.
   (c) No contracting provider, or agent, trustee or assignee thereof, may maintain any 
action at law against a subscriber or enrollee to collect sums owed by the plan.


