
601 § 1399.70 NONPROFIT PLANS 
 

 

ARTICLE 10.5 
Individual Access to Contracts for Health Care Services 

[Renumbered.] 
HISTORY: Article 10.5, consisting of H & S C §§ 1399.801–1399.818, was added Stats 2000 ch 810 

§ 2 (SB 265). Renumbered Article 11.5 by Stats 2001 ch 159 § 126 (SB 662). 
 

ARTICLE 11 
Nonprofit Plans 

Section 
1399.70. Submission of copy of articles of incorporation; Report. 
1399.71. Submission of public benefit program. 
1399.72. Approval for conversion from nonprofit to for-profit status. 
1399.73. Contents of application; Fee; Contracts for review. 
1399.74. Adoption of regulations; Notice; Public records; Public hearing. 
1399.75. Application of article. 
1399.76. Exceptions. 

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

 
 

§ 1399.70. Submission of copy of articles of incorporation; Report 

(a) In addition to the information required by subdivision (a) of Section 
1399.73, a nonprofit health care service plan submitting an application to the 
director to restructure or convert its activities pursuant to this article shall 
submit to the director a copy of all of its original and amended articles of 
incorporation and bylaws, as well as a report summarizing the activities 
undertaken by the plan to meet its nonprofit obligations as directed by the 
director. 

(b) The report required by this section shall include a summary of the
following: 

 

(1) The nature of public benefit or charitable activities undertaken by the 
plan. 

(2) The expenditures incurred by the plan on these public benefit or 
charitable activities. 

(3) The plan’s procedure for avoiding conflicts of interest involving public 
benefit or charitable activities and a summary of any conflicts that have 
occurred and the manner in which they were resolved. 
(c) The report required by this section shall also include a written plan that 

specifies on a projected basis the information required by subdivision (b) for the 
immediately following fiscal year. 

(d) When requested by the director, the plan shall promptly supplement the 
report to include any additional information as the director deems necessary to 
ascertain whether the plan’s assets are appropriately being used by the plan to 
meet its nonprofit obligations. 

(e) For purposes of this article, a “nonprofit health care service plan” 
includes a plan formed under or subject to Part 2 (commencing with Section 
5110) or Part 3 (commencing with Section 7110) of Division 2 of the Corpora- 
tions Code. 
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HISTORY: 
Added Stats 1995 ch 792 § 1 (SB 445). 

Amended Stats 1999 ch 525 § 158 (AB 78), 

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

§ 1399.71. Submission of public benefit program 

(a) Any nonprofit health care service plan that intends to restructure its 
activities as defined in subdivision (d) shall, prior to restructuring, secure 
approval from the director. 

(b) Every nonprofit health care service plan that applies to the department 
to restructure its activities shall submit for approval by the department a 
public benefit program that identifies activities to be undertaken by the 
nonprofit health care service plan following restructuring to continue to meet 
its nonprofit public benefit obligations. The program shall include all informa- 
tion required pursuant to subdivisions (b) and (c) of Section 1399.70. 

(c) The director shall apply the requirements of Section 1399.72 to the public 
benefit program submitted for approval as part of a restructuring proposal 
submitted pursuant to subdivision (b) of this section. The set-aside require- 
ment in paragraph (1) of subdivision (c) of Section 1399.72 shall apply only to 
the fair value of the portion of the nonprofit health care service plan involved 
in the restructuring, as determined by the director. 

(d)(1) For the purposes of this section, a “restructuring” or “restructure” by 
a nonprofit health care service plan means the sale, lease, conveyance, 
exchange, transfer, or other similar disposition of a substantial amount of a 
nonprofit health care service plan’s assets, as determined by the director, to 
a business or entity carried on for profit. Nothing in this section shall be 
construed to prohibit the director from consolidating actions taken by a plan 
for the purpose of treating the consolidated actions as a restructuring or 
restructure of the plan. 

(2) For the purposes of this section, a “restructuring” or “restructure” by a 
nonprofit health care service plan shall not include any sales or purchases 
undertaken in the normal and ordinary course of plan business. The director 
may request information from the plan to verify that transactions qualify as 
occurring in the normal and ordinary course of plan business, and are not 
subject to the requirements of subdivision (e). 
(e) Notwithstanding that a transaction or consolidated transactions involve 

a substantial amount of a nonprofit health care service plan’s assets and are 
not in the normal and ordinary course of plan business, a “restructuring” or 
“restructure” by a nonprofit health care service plan shall not include any of 
the following transactions: 

(1) Investments in a wholly owned subsidiary of the nonprofit health care 
service plan in which all of the following occur: 

(A) Any profit from the investment will not inure to the benefit of any 
individual. 

(B) The investment is fundamentally consistent with and advances the 
public benefit, charitable, or mutual benefit purpose of the plan. 

(C) The investment does not adversely impact the plan’s ability to fulfill 
its public benefit, charitable, or mutual benefit purposes. 

(D) No officer or director of the plan has any financial interest consti- 
tuting a conflict of interest in the investments. 


