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determined as the average of the risk adjusted employee risk rates for the 
small employer, as determined in accordance with the requirements of 
subdivisions (a) and (b). 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 no less than six months nor more 
than 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 redetermined rates would result in 
a lower premium for the small employer. A plan reserving the right to 
redetermine the composite rates based upon a 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 1992 ch 1128 § 5 (AB 1672), 

operative July 1, 1993. Amended Stats 1993 ch 
113 § 4 (AB 1742), effective July 12, 1993, ch 

1146 § 4.5 (AB 28), effective October 10, 1993; 
Stats 1995 ch 668 § 3 (AB 503); Stats 1996 ch 50 
§ 1 (SB 849), effective May 24, 1996. 

§ 1357.13. Risk rates to be applied 

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

HISTORY: 
Added Stats 1992 ch 1128 § 5 (AB 1672), 

effective January 1, 1993, operative July 1, 
1993. 

§ 1357.14. Disclosures required with offer of contract 

In connection with the offering for sale of any plan contract to a small 
employer, 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 or actual or expected variation in health condition 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 issueand renewal of contracts. 
(d) Provisions relating to the effect of any preexisting condition provision. 
(e) Provisions relating to the small employer’s right to apply for any 

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. 

(f) The availability, upon request, of a listing of all the plan’s contracts and 
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benefit plan designs offered to small employers, including the rates for each 
contract. 

(g) At the time it offers a contract to a small employer, each plan shall 
provide the small employer with a statement of all of its plan contracts 
offered to small employers, 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 plan contracts offered 

to small employers 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 providers is 
limited, benefit limitations, required copayments and deductibles, stan­
dard employee risk rates, an explanation of the manner in which credit­
able coverage is calculated if a preexisting condition or affiliation period is 
imposed, and a phone number that can be called for more detailed benefit 
information. Plans are required to keep the information contained in the 
brochure accurate and up to date and, upon updating the brochure, send 
copies to solicitors and solicitor firms with whom the plan contracts to 
solicit enrollments or subscriptions. 

(2) For each contract, prepare a more detailed evidence of coverage and 
make it available to small employers, solicitors, and solicitor firms upon 
request. The evidence of coverage shall contain all information that a 
prudent buyer would need to be aware of in making contract selections. 

(3) Provide to small employers and solicitors, upon request, for any 
given small employer the sum of the standard employee risk rates and the 
sum of the risk adjusted employee risk rates. When requesting this 
information, small employers, solicitors, and solicitor firms shall provide 
the plan with the information the plan needs to determine the small 
employer’s risk adjusted employee risk rate. 

(4) Provide copies of the current summary brochure to all solicitors and 
solicitor firms contracting with the plan to solicit enrollments or subscrip­
tions from small employers. 
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. 

(i) Every solicitor or solicitor firm contracting with one or more plans to 
solicit enrollments or subscriptions from small employers shall do all of the 
following: 

(1) When providing information on contracts to a small employer but 
making no specific recommendations on particular plan contracts: 

(A) Advise the small employer of the plan’s obligation to sell to any 
small employer any plan contract it offers to small employers and 
provide them, upon request, with the actual rates that would be charged 
to that employer for a given contract. 

(B) Notify the small employer that the solicitor or solicitor firm will 
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procure rate and benefit information for the small employer on any plan 
contract offered by a plan whose contract the solicitor sells. 

(C) Notify the small employer that upon request the solicitor or 
solicitor firm will provide the small employer with the summary 
brochure required under paragraph (1) of subdivision (h) for any plan 
contract offered by a plan with whom the solicitor or solicitor firm has 
contracted with to solicit enrollments or subscriptions. 
(2) When recommending a particular benefit plan design or designs, 

advise the small employer that, upon request, the agent will provide the 
small employer with the brochure required by paragraph (1) of subdivision 
(h) containing the benefit plan design or designs being recommended by 
the agent or broker. 

(3) Prior to filing an application for a small employer for a particular 
contract: 

(A) For each of the plan contracts offered by the plan whose contract 
the solicitor or solicitor firm is offering, provide the small employer with 
the benefit summary required in paragraph (1) of subdivision (h) and 
the sum of the standard employee risk rates for that particular em­
ployer. 

(B) Notify the small employer that, upon request, the solicitor or 
solicitor firm will provide the small employer with an evidence of 
coverage brochure for each contract the plan offers. 

(C) Notify the small employer that, from July 1, 1993, to July 1, 1996, 
actual rates may be 20 percent higher or lower than the sum of the 
standard employee risk rates, and from July 1, 1996, and thereafter, 
actual rates may be 10 percent higher or lower than the sum of the 
standard employee risk rates, depending on how the plan assesses the 
risk of the small employer’s group. 

(D) Notify the small employer that, upon request, the solicitor or 
solicitor firm will submit information to the plan to ascertain the small 
employer’s sum of the risk adjusted employee risk rate for any contract 
the plan offers. 

(E) Obtain a signed statement from the small employer acknowledg­
ing that the small employer has received the disclosures required by this 
section. 

HISTORY: 
Added Stats 1992 ch 1128 § 5 (AB 1672), 

operative July 1, 1993. Amended Stats 1993 ch 

113 § 4.5 (AB 1742), effective July 12, 1993; 
Stats 1997 ch 336 § 5 (SB 578), effective August 
21, 1997. 

§ 1357.15. Notice of material modification; Amendments to plan; 
Maintenance of information; Availability of risk adjustment factor 

(a) At least 20 business days prior to renewing or amending a plan contract 
subject to this article which will be in force on the operative date of this article, 
a plan shall file a notice of material modification with the director in 
accordance with the provisions of Section 1352. The notice of material 
modification shall include a statement certifying that the plan is in compliance 
with subdivision (j) of Section 1357 and Section 1357.12. The certified state­
ment shall set forth the standard employee risk rate for each risk category and 
the highest and lowest risk adjustment factors that will be used in setting the 


