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Date of Hearing: April 6, 2021 

ASSEMBLY COMMITTEE ON BUSINESS AND PROFESSIONS 

Evan Low, Chair 
AB 359 (Cooper) – As Amended March 22, 2021 

NOTE: This bill contains an urgency clause.  

SUBJECT: Physicians and surgeons:  licensure:  examination. 

SUMMARY: Authorizes applicants who took more than four tries to pass Step 3 of the United 

States Medical Licensing Examination but have a license in another state, as specified, to qualify 
for a California physician’s and surgeon’s license if they meet existing requirements for out-of-
state licensed applicants and loosens restrictions on continuing medical education to allow for 

courses that include practice and office management, coding, reimbursement, and education 
methodology. 

EXISTING LAW: 

1) Regulates the practice of medicine under the Medical Practice Act, which establishes the 
Medical Board of California (MBC) to administer and enforce the act. (Business and 

Professions Code (BPC) §§ 2000-2529.6) 

2) Prohibits the practice of medicine without a physician’s and surgeon’s license issued by the 

MBC. (BPC § 2052) 

3) Establishes the requirements for education, training, and examination required for a 
physician’s and surgeon’s license, including applicants who graduate from schools outside of 

the United States or obtained their license from another state or Canada. (BPC §§ 2080-2099, 
2105-2113, 2135-2153, 2170-2186) 

4) Requires the MBC to issue a physician’s and surgeon’s license to an applicant who holds an 
out-of-state license and meets the following:  

a) Is licensed in another state or a Canadian province and meets the following: (BPC § 

2135(a)) 

b) Completed an MBC approved educational program. (BPC § 2135(a)(1)) 

c) Passed an examination determined by the MBC to be equivalent to what is required in  
California. (BPC § 2135(a)(2)) 

d) Held their license for a period of at least four years. (BPC § 2135(b)) 

e) The MBC determined that there are no outstanding disciplinary actions or adverse 
judgments or settlements that suggest a pattern of negligence or incompetence. (BPC § 

2135(c)) 
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f) Completed one of the following:  

i) At least one year of approved postgraduate training and certified by a specialty board 

approved by the American Board of Medical Specialties or approved by the MBC. 
(BPC § 2135(d)(1)) 

ii) At least two years of MBC-approved postgraduate training. (BPC § 2135(d)(2)) 

iii)  At least one year of approved postgraduate training and pass the clinical competency 
written examination. (BPC § 2135(d)(3)) 

g) Has not committed any acts or crimes constituting grounds for denial. (BPC § 2135(e)) 

5) Authorizes the MBC to issue a license to an applicant who holds a license as a physician and 
surgeon in another state and meets the following: 

a) Has held the license continuously for a minimum of four years before the date of 
application. (BPC § 2135.5(a)) 

b) Has completed at least 36 months of MBC-approved postgraduate training and is certified 
by a specialty board that is a member board of the American Board of Medical 
Specialties. (BPC § 2135.5(b)) 

c) Are not subject to denial of licensure. (BPC § 2135.5(c)) 

d) Have not been the subject of disciplinary action by a medical licensing authority or of an 

adverse judgment or settlement resulting from the practice of medicine that, as 
determined by the MBC, constitutes a pattern of negligence or incompetence. (BPC § 
2135.5(d)) 

6) Provides that an applicant for a physician’s and surgeon’s license must obtain a passing score 
on all parts of Step 3 of the United States Medical Licensing Examination (USMLE) within 

not more than four attempts. (BPC § 2177(c)(1)) 

7) Authorizes an applicant for a physician’s and surgeon’s license who completed Step 3 of the 
USMLE after more than four attempts who meets the requirements for an out-of-state 

application under BPC § 2135.5 to be eligible for a physician’s and surgeon’s certificate.  

8) Establishes the requirements for post-licensure continuing medical education (CME) 

requirements. (BPC §§ 2190-2196.9) 

9) Prohibits educational activities that are not directed toward the practice of medicine, or are 
directed primarily toward the business aspects of medical practice, including, but not limited 

to, medical office management, billing and coding, and marketing from meeting the CME 
standards for physicians and surgeons. (BPC §2190.1(f)) 

10) Specifies that educational activities that meet the specified content standards and are 
accredited by the California Medical Association or the Accreditation Council for Continuing 
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Medical Education may be deemed by the MBC’s Division of Licensing to meet its CME 
standards. (BPC § 2190.1(g)) 

THIS BILL: 

1) Authorizes a person who has a physician’s and surgeon’s license in another state, who took 
more than four tries to pass Step 3 of the United States Medical Licensing Examination 

(USMLE) to qualify for a California physician’s and surgeon’s license if they meet existing 
requirements for all out-of-state licensed applicants, rather than those who only meet the 

post-graduate experience requirements under BPC § 2135.5.  

2) Expands continuing medical education (CME) to include educational activities which serve 
to maintain, develop, or increase the knowledge, skills, and professional performance and 

relationships, that a physician and surgeon uses to provide care, to provide services for 
patients, the public, or the profession, and also includes activities that promote 

recommendations, treatment, or manners of practicing medicine.  

3) Allow for CME courses that teach the following: 

a) Practice management content designed to provide better service to patients, including, but 

not limited to, the use of technology or clinical office workflow. 

b) Management content designed to support managing a health care facility, including, but 

not limited to, coding or reimbursement in a medical practice. 

c) Educational methodology for physicians and surgeons teaching in a medical school. 

4) Contains an urgency clause, declaring the necessity for the provisions to into effect 

immediately.  

FISCAL EFFECT: Unknown. This bill is keyed fiscal by the Legislative Counsel.  

COMMENTS: 

Purpose. This bill is co-sponsored by the Choice Medical Group and the California Medical 
Association. According to the author, “Californians deserve access to safe and appropriate 

medical care, regardless of their socioeconomic background or geographic location, and should 
have the option to see a physician for their medical needs if they so choose. [This bill] will 

increase access to physician and surgeons and will ensure physicians in California receive CME 
credit for the professional work they do to improve patient care, and will create an equivalent 
framework in California with the requirements for CME nationally.” 

Background. This bill makes two changes to requirements for physician and surgeon licensure. 
The first change involves the number of times an applicant who holds a license out of state may 

take the third step of the USMLE, the final step of the licensing examination for physicians and 
surgeons.  

USMLE. Existing law prohibits an applicant who does not pass the Step 3 of the United States 

Medical Licensing Examination (USMLE) within four tries from qualifying for licensure unless 
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they hold a license from out of state, have held the license for at least four years, have completed 
at least 36 months of MBC-approved postgraduate training, are certified by a specialty board that 

is a member board of the American Board of Medical Specialties, and are not otherwise subject 
to denial of licensure. 

This bill would also allow applicants with an out-of-state license who do not meet the 36-month 

postgraduate requirement but otherwise meet specified California educational requirements to 
also qualify even if they took more than four tries to pass Step 3 of the USMLE.  

In terms of USMLE Step 3 pass rates, they are relatively high overall. The out-of-state license 
provisions require an applicant to have held their license for at least 4 years (notwithstanding 
post-graduate training), and the 2015 first-time pass rate for Step 3 of the USMLE for graduates 

from a U.S./Canadian school was 98% (out of 17,296 examinees). The pass rate for repeat takers 
was 74% (out of 568 exams administered, which could include the same examinees multiple 

times). It is unclear how many of the repeat examinations were administered to examinees who 
are on their fifth try. The non-U.S./Canadian school pass rates were lower. The first-time pass 
rate was 89% (out of 7,637 examinees). The pass rate for repeat takers was 57% (out of 1,344 

exams administered). 

In 2018, the U.S./Canadian first-time pass rate was 97% (out of 20,595 examinees). The pass rate 

for repeat takers was 73% (out of 647 exams administered). The non-U.S./Canadian school first-
time pass rate was 90% (out of 8,913 examinees). The pass rate for repeat takers was 59% (out of 
1,419 exams administered). 

In 2019, the first-time pass rate was 98% (out of 20,611 examinees from US/Canadian Schools). 
The pass rate for repeat takers was 74% (out of 588 exams administered). The non-

U.S./Canadian school first-time pass rate was 92% (out of 9,111 examinees). The pass rate for 
repeat takers was 64% (out of 1,235 exams administered). 

Continuing Medical Education. The second change relates to physician continuing medical 

education (CME). Physicians are required to complete no less than 50 hours of approved CME 
every two years. Upon renewal, physicians are required to self-certify under penalty of perjury 

that they have met each of the CME requirements, that they have met the conditions exempting 
them from all or part of the requirements, or that they hold a permanent CME waiver.  

AB 3635 (Polanco), Chapter 331, Statutes of 1992 established initial clarifications to the CME 

requirements, including that education not directed toward the practice of medicine, or are 
directed primarily toward the business aspects of medical practice, such as medical office 

management, billing and coding, and marketing do not meet the CME standards for licensed 
physicians and surgeons. The purpose of the prohibition is to ensure that the requirements 
contribute to patient care rather than financial gain.  

At the time, the California Medical Association, which is a CME provider accredited by the 
Accreditation Council for Continuing Medical Education (ACCME), stated that AB 3635 would 

strengthen the existing law as well as remove ambiguities regarding new and emerging topics in 
CME. Specifically, CMA stated that AB 3635 would, “for the first time, clarify in statute that 
courses must have a bearing on quality patient care but cannot be directed toward the business 

aspects of medical practice such as office management, billing, and marketing.” 
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This bill would modify that prohibition, allowing three categories of business practice courses to 
qualify, so long as the courses relate to “the knowledge, skills, and professional performance and 

relationships that a physician and surgeon uses to provide care, to provide services for patients, 
the public, or the profession, or to improve the quality of care provided to patients.” The three 
categories are 1) practice management designed to provide better service to patients, including 

technology and office workflow; 2) management of a healthcare facility, including coding and 
billing; 3) and educational methodology for physicians teaching in medical schools.  

In addition to statutory requirements, CME providers with ACCME accreditation are required to 
seek results articulated in terms of changes in physician competence, performance, or patient 
outcomes and present learners with “only accurate, balanced, scientifically justified 

recommendations, and (2) [protect] learners from promotion, marketing, and commercial bias.”  

Current Related Legislation. SB 806 (Roth), which is pending in the Senate Committee on 

Business, Professions and Economic Development, is the vehicle intended to contain the changes 
that result from the sunset review of the MBC.   

Prior Related Legislation. AB 2435 (Obernolte) of 2020 proposed the provisions under this bill 

relating to the number of USMLE step 3 attempts.  

AB 3635 (Polanco), Chapter 331, Statutes of 1992 established the first CME requirments 

modified under this bill, including the prohibition against educational activities not directed 
toward the practice of medicine, or are directed primarily toward the business aspects of medical 
practice, including, but not limited to, medical office management, billing and coding, and 

marketing.  

ARGUMENTS IN SUPPORT:  

The California Medical Association (co-sponsor) writes in support:  

[This bill] gives California expanded tools in facing the effects of the current 
pandemic. This bill addresses issues brought forward by physicians where a 

physician who is licensed in another state, but passed step 3 of the USMLE on 
their 5th or 6th try, cannot be licensed in California because our laws require that 

the physician pass their USMLE step 3 in 4 attempts or less. There are physicians 
who would like to come practice in California, and passed the USMLE in 5 tries, 
but because of California law they cannot. Under this law, as long as someone 

meets all other licensure requirements and is licensed in another state, they can 
practice here in California. This bill would prove to be helpful, in bringing in a 

number of physicians that may want to come practice in California but can't under 
our current requirement for passing USMLE step 3 in 4 tries. 

[This bill] would expand the definition of content qualifying for CME because 
practice management education provides better services to patients, and increases 
the efficacy of the professional work physicians do to improve patient health 

outcomes. Removing the restrictions on practice management courses qualifying 
for CME will allow physicians in California to receive CME credit for the 
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professional work they do to improve patient care, and will create an equivalent 
framework in California with the requirements for CME nationally. 

The Choice Medical Group of Apple Valley (co-sponsor) writes in support,  

Many counties throughout California suffer from an acute shortage of primary 
care physicians and have been designated as Health Professional Shortage Areas 
(HPSA). The Federal Government recommends 60-80 primary care physicians 

per 100,000 people, but California has fewer than 50. A third of our doctors are 
over 55, thus the shortage is expected to grow.  

The Legislature has moved to address the shortage, expanding the number of 
international medical schools whose graduates are recognized as qualifying for 

practice in California and by reducing the supervision requirements of nurse 
practitioners. [This bill] would take the next step by adopting a more liberalized 

standard for passing the USMLE that many other states have already adopted. 
[This bill] rightly requires that applicants that are licensed in other states be free 
of disciplinary actions and adverse judgments. 

ARGUMENTS IN OPPOSITION: 

None on file 

REGISTERED SUPPORT:  

California Medical Association (co-sponsor) 
Choice Medical Group (co-sponsor) 
California Orthopedic Association 

REGISTERED OPPOSITION:  

None on file 

Analysis Prepared by: Vincent Chee / B. & P. / (916) 319-3301 


