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(b) Nonprofit mutual benefit health care service plans that do not have, or 
have only a partial, charitable trust obligation, and that intend to convert or 
restructure their activities shall, prior to the conversion or restructuring, 
secure approval from the director. 

(c) Prior to approving a mutual benefit health care service plan restructur-
ing or conversion under subdivision (b), the director shall find that the plan has 
complied with its noncharitable obligations including, but not limited to, any 
obligations set forth in its articles of incorporation regarding the dedication 
and distribution of assets. 

(d) The director, in carrying out the department’s responsibilities under 
subdivision (c), may apply, to the extent appropriate in each case as deter-
mined by the director, the beneficiary protections authorized in this act, 
including, but not limited to, protections concerning the fair market value of 
assets, the avoidance of conflicts of interest, and the avoidance of undue 
influence or control, with respect to a mutual benefit plan’s proposed disposi-
tion of assets. 

(e) Nothing in this section shall be construed to limit the director’s, Attorney 
General’s, or a court’s authority under existing law to impose charitable trust 
obligations upon any or all of the assets of a mutual benefit corporation or 
otherwise treat a mutual benefit corporation in the same manner as a public 
benefit corporation. 

HISTORY: 
Added Stats 1995 ch 792 § 1 (SB 445). 

Amended Stats 1999 ch 525 § 163 (AB 78), 

effective January 1, 2000, operative July 1, 
2000. 

§ 1399.76. Exceptions 

This article shall not apply to a nonprofit health care service plan restruc-
ture or conversion that has been submitted as a material modification to the 
department for review and approval prior to May 16, 1995. 

HISTORY: 
Added Stats 1995 ch 792 § 1 (SB 445), effec-

tive January 1, 1996. 

ARTICLE 11.1 

Consumer Operated and Oriented Plans 

Section 
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1399.84. Loan documentation. 
1399.86. Prohibitions in PPACA apply; Additional requirements. 
1399.88. Full compliance with requirements of PPACA governing CO-OPs. 

HISTORY: Added Stats 2012 ch 859 § 2 (AB 1846), effective January 1, 2013. 

§ 1399.80. Definitions 

For purposes of this article, the following definitions shall apply: 
(a) “Consumer operated and oriented plan” means a nonprofit member 

organization or nonprofit member corporation that has been established 
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consistent with the requirements of Section 1322 of PPACA and Subpart F 
(commencing with Section 156.500) of Part 156 of Subchapter B of Subtitle 
A of Title 45 of the Code of Federal Regulations and remains in full 
compliance with those requirements. A consumer operated and oriented plan 
shall also be known as a “CO-OP.” 

(b) “Formation board” means the initial board of directors of a CO-OP 
before it has begun accepting enrollment and had an election by the 
members of the CO-OP to the board of directors. 

(c) “Member” includes all individuals, including dependents, 18 years of 
age or older covered under health care service plan contracts issued by the 
CO-OP health care service plan. 

(d) “Operational board” means the board of directors elected by the 
members of the CO-OP after it has begun accepting enrollment under its 
health care service plan contracts. 

(e) “PPACA” means the federal Patient Protection and Affordable Care Act 
(Public Law 111-148), as amended by the Health Care and Education 
Reconciliation Act of 2010 (Public Law 111-152), and any rules or regulations 
issued thereunder. 

(f) “Nonprofit member organization” or “nonprofit member corporation” 
means a nonprofit public benefit corporation organized under Part 2 (com-
mencing with Section 5110) of Division 2 of Title 1 of the Corporations Code, 
a nonprofit mutual benefit corporation organized under Part 3 (commencing 
with Section 7110) of Division 2 of Title 1 of the Corporations Code, or a 
similar entity organized under applicable provisions of the Corporations 
Code, or in the case of a foreign corporation, a nonprofit public benefit 
corporation, a mutual benefit corporation, or a similar entity organized 
under nonprofit laws in a state other than California. 

(g) “Solvency loan” means a loan provided by the federal Centers for 
Medicare and Medicaid Services to a nonprofit member organization or 
nonprofit member corporation seeking to become licensed as a CO-OP health 
care service plan, to be used to assist in meeting the state’s fiscal soundness 
and solvency requirements. 

(h) “Start-up loan” means a loan provided by the federal Centers for 
Medicare and Medicaid Services to a nonprofit member organization or 
nonprofit member corporation seeking to become licensed as a CO-OP health 
care service plan, to be used for allowed expenses associated with establish-
ing a CO-OP, as further specified by PPACA. 

HISTORY: 
Added Stats 2012 ch 859 § 2 (AB 1846), 

effective January 1, 2013. 

§ 1399.81. Issuance of license 

The director shall have the authority to issue a license to act as a health care 
service plan to a CO-OP that has been organized as a nonprofit member 
organization or nonprofit member corporation under the laws of this state. The 
director may also issue a license to act as a health care service plan to a foreign 
CO-OP that has been organized as a nonprofit member organization or 
nonprofit member corporation under the laws of another state, provided that 
the entity meets the requirements governing CO-OPs under PPACA and this 


