
§ 1399.73 KNOX-KEENE ACT 588 

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

Amended Stats 1999 ch 525 § 160 (AB 78), 

operative July 1, 2000; Stats 2021 ch 615 § 230 
(AB 474), effective January 1, 2022, operative 
January 1, 2023. 

§ 1399.73. Contents of application; Fee; Contracts for review 

(a) An application for a conversion or restructuring shall contain the 
information the director may require, by rule or order. 

(b) The director shall charge a health care service plan an application filing 
fee. The fee for filing an application shall be the actual cost of processing the 
application, including the overhead costs. The filing fee shall include the costs 
of undertaking the activities described in subdivisions (c), (d), and (e) of Section 
1399.74. 

(c) The director may contract with experts or consultants to assist the 
director in reviewing the application. Contract costs shall not exceed an 
amount that is reasonable and necessary to review the application. Any 
contract entered into under this subdivision shall be on a noncompetitive bid 
basis and shall be exempt from Chapter 2 (commencing with Section 10290) of 
Part 2 of Division 2 of the Public Contract Code. The applicant shall promptly 
pay the director, upon request, for all contract costs. 

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

Amended Stats 1999 ch 525 § 161 (AB 78), 

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

§ 1399.74. Adoption of regulations; Notice; Public records; Public 
hearing 

(a) By July 1, 1996, the director shall adopt regulations, on an emergency 
basis, that specify the application procedures and requirements for the 
restructuring or conversion of nonprofit health care service plans. This 
subdivision shall not be construed to limit or otherwise restrict the director’s 
authority to adopt regulations under Section 1344, including, but not limited 
to, any additional regulations to implement this article. 

(b) Upon receiving an application to restructure or convert, the director 
shall publish a notice in one or more newspapers of general circulation in the 
plan’s service area describing the name of the applicant, the nature of the 
application, and the date of receipt of the application. The notice shall indicate 
that the director will be soliciting public comments and will hold a public 
hearing on the application. The director shall require the plan to publish a 
written notice concerning the application pursuant to conditions imposed by 
rule or order. 

(c) Any applications, reports, plans, or other documents under this article 
shall be public records, subject to the California Public Records Act (Division 
10 (commencing with Section 7920.000) of Title 1 of the Government Code) and 
regulations adopted by the director thereunder. The director shall provide the 
public with prompt and reasonable access to public records relating to the 
restructuring and conversion of health care service plans. Access to public 
records covered by this section shall be made available no later than one month 
prior to any solicitation for public comments or public hearing scheduled 
pursuant to this article. 

(d) Prior to approving any conversion or restructuring, the director shall 
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solicit public comments in written form and shall hold at least one public 
hearing concerning the plan’s proposal to comply with the set-aside and other 
conditions required under this article. 

(e) The director may disapprove any application to restructure or convert if 
the application does not meet the requirements of this chapter or of the 
Nonprofit Corporation Law (Div. 2 (commencing with Sec. 5000), Title 1, Corp. 
C.), including any requirements imposed by rule or order of the director. 

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

Amended Stats 1999 ch 525 § 162 (AB 78), 

operative July 1, 2000; Stats 2021 ch 615 § 231 
(AB 474), effective January 1, 2022, operative 
January 1, 2023. 

§ 1399.75. Application of article 

(a) This article shall apply to the restructuring or conversion of nonprofit 
mutual benefit health care service plans to the extent these plans have held or 
currently hold assets subject to a charitable trust obligation, as determined by 
the director. 

(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. 


