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acceptance of applications from any group upon a determination by the 
director that the plan does not have sufficient financial viability, or organiza- 
tional and administrative capacity to ensure the delivery of health care 
services to its enrollees. In determining whether the conditions of this section 
have been met, the director shall consider, but not be limited to, the plan’s 
compliance with the requirements of Section 1367, Article 6 (commencing with 
Section 1375), and the rules adopted thereunder. 

(b) Nothing in this article shall be construed to limit the director’s authority 
to develop and implement a plan of rehabilitation for a health care service plan 
whose financial viability or organizational and administrative capacity has 
become impaired. 

HISTORY: 
Added Stats 2012 ch 852 § 6 (AB 1083), 

effective January 1, 2013. 

§ 1357.612. Requirements for premiums 

Premiums for grandfathered contracts renewed by plans on or after January 
1, 2014, shall be subject to the following requirements: 

(a)(1) The premium for in force business shall be determined for an 
eligible employee in a particular risk category after applying a risk 
adjustment factor to the plan’s standard employee risk rates. The risk 
adjusted employee risk rates may not be more than 110 percent or less 
than 90 percent. The risk adjustment factor applied to a small employer 
may not increase by more than 10 percentage points from the risk 
adjustment factor applied in the prior rating period. The risk adjustment 
factor for a small employer may not be modified more frequently than 
every 12 months. 

(2) The premium charged a small employer for in force business shall be 
equal to the sum of the risk adjusted employee risk rates. The standard 
employee risk rates shall be in effect for no less than 12 months. 
(b)(1) For any small employer, a plan may, with the consent of the small 
employer, establish composite employee and dependent rates for renewal 
of in force business. The composite rates shall be determined as the 
average of the risk adjusted employee risk rates for the small employer, as 
determined in accordance with the requirements of subdivision (a). The 
sum of the composite rates so determined shall be equal to the sum of the 
risk adjusted employee risk rates for the small employer. 

(2) The composite rates shall be used for all employees and dependents 
covered throughout a rating period of 12 months, except that a plan may 
reserve the right to redetermine the composite rates if the enrollment 
under the contract changes by more than a specified percentage during the 
rating period. Any redetermination of the composite rates shall be based 
on the same risk adjusted employee risk rates used to determine the initial 
composite rates for the rating period. If a plan reserves the right to 
redetermine the rates and the enrollment changes more than the specified 
percentage, the plan shall redetermine the composite rates if the redeter- 
mined rates would result in a lower premium for the small employer. A 
plan reserving the right to redetermine the composite rates based upon a 
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change in enrollment shall use the same specified percentage to measure 
that change with respect to all small employers electing composite rates. 

HISTORY: 
Added Stats 2012 ch 852 § 6 (AB 1083), 

effective January 1, 2013. 

§ 1357.613. Risk rates to be applied 

Plans shall apply standard employee risk rates consistently with respect to 
all small employers. 

HISTORY: 
Added Stats 2012 ch 852 § 6 (AB 1083), 

effective January 1, 2013. 

§ 1357.614. Disclosures required with offer of contract 

In connection with the renewal of a grandfathered small employer health 
care service plan contract, each plan shall make a reasonable disclosure, as 
part of its solicitation and sales materials, of the following: 

(a) The extent to which premium rates for a specified small employer are 
established or adjusted in part based upon the actual or expected variation 
in service costs of the employees and dependents of the small employer. 

(b) The provisions concerning the plan’s right to change premium rates 
and the factors other than provision of services experience that affect
changes in premium rates. 

(c) Provisions relating to the guaranteed issue and renewal of contracts. 
(d) Provisions relating to the effect of any waiting or affiliation provision. 
(e) Provisions relating to the small employer’s right to apply for any 

nongrandfathered small employer health care service plan contract written, 
issued, or administered by the plan at the time of application for a new 
health care service plan contract, or at the time of renewal of a health care 
service plan contract, consistent with the requirements of PPACA. 

(f) The availability, upon request, of a listing of all the plan’s nongrand- 
fathered small employer health care service plan contracts and benefit plan 
designs offered, both inside and outside the California Health Benefit 
Exchange, including the rates for each contract. 

(g) At the time it renews a grandfathered small employer health care 
service plan contract, each plan shall provide the small employer with a 
statement of all of its nongrandfathered small employer health care service 
plan contracts, including the rates for each plan contract, in the service area 
in which the employer’s employees and eligible dependents who are to be 
covered by the plan contract work or reside. For purposes of this subdivision, 
plans that are affiliated plans or that are eligible to file a consolidated 
income tax return shall be treated as one health plan. 

(h) Each plan shall do all of the following: 
(1) Prepare a brochure that summarizes all of its small employer health 

care service plan contracts and to make this summary available to any 
small employer and to solicitors upon request. The summary shall include 
for each contract information on benefits provided, a generic description of 
the manner in which services are provided, such as how access to 


