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governing board of the association by its members, (8) offers any plan 
contract that is purchased to all individual members and employer members 
in this state, (9) includes any member choosing to enroll in the plan contracts 
offered to the association provided that the member has agreed to make the 
required premium payments, and (10) covers at least 1,000 persons with the 
health care service plan with which it contracts. The requirement of 1,000 
persons may be met if component chapters of a statewide association 
contracting separately with the same carrier cover at least 1,000 persons in 
the aggregate. 

This subdivision applies regardless of whether a contract issued by a plan 
is with an association, or a trust formed for or sponsored by an association, 
to administer benefits for association members. 

For purposes of this subdivision, an association formed by a merger of two 
or more associations after January 1, 1992, and otherwise meeting the 
criteria of this subdivision shall be deemed to have been in active existence 
on January 1, 1992, if its predecessor organizations had been in active 
existence on January 1, 1992, and for at least five years prior to that date 
and otherwise met the criteria of this subdivision. 

(o) “Members of a guaranteed association” means any individual or 
employer meeting the association’s membership criteria if that person is a 
member of the association and chooses to purchase health coverage through 
the association. At the association’s discretion, it also may include employees 
of association members, association staff, retired members, retired employ­
ees of members, and surviving spouses and dependents of deceased mem­
bers. However, if an association chooses to include these persons as members 
of the guaranteed association, the association shall make that election in 
advance of purchasing a plan contract. Health care service plans may 
require an association to adhere to the membership composition it selects for 
up to 12 months. 

(p) “Affiliation period” means a period that, under the terms of the health 
care service plan contract, is required to elapse before health care services 
under the contract become effective. 
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§ 1357.01. Compliance with article 

Every health care service plan offering plan contracts to small employer 
groups shall in addition to complying with the provisions of this chapter and 
the rules adopted thereunder comply with the provisions of this article. 

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

effective January 1, 1993, operative July 1, 
1993. 
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§ 1357.02. Application of article 

(a) A health care service plan providing or arranging for the provision of 
basic health care services to small employers shall be subject to this article if 
either of the following conditions are met: 

(1) Any portion of the premium is paid by a small employer, or any covered 
individual is reimbursed, whether through wage adjustments or otherwise, 
by a small employer for any portion of the premium. 

(2) The plan contract is treated by the small employer or any of the 
covered individuals as part of a plan or program for the purposes of Section 
106 or 162 of the Internal Revenue Code. 
(b) This article shall not apply to health plan contracts for coverage of 

Medicare services pursuant to contracts with the United States government, 
Medicare supplement, Medi-Cal contracts with the State Department of 
Health Services, long-term care coverage, or specialized health plan contracts. 

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

operative July 1, 1993. Amended Stats 1993 ch 
1146 § 1.2 (AB 28), effective October 10, 1993. 

§ 1357.025. Construction of article 

Nothing in this article shall be construed to preclude the application of this 
chapter to either of the following: 

(a) An association, trust, or other organization acting as a “health care 
service plan” as defined under Section 1345. 

(b) An association, trust, or other organization or person presenting 
information regarding a health care service plan to persons who may be 
interested in subscribing or enrolling in the plan. 

HISTORY: 
Added Stats 1993 ch 1146 § 1.4 (AB 28), 

effective October 10, 1993. 

§ 1357.03. Sale of contracts to small employers; Filing of employee 
participation and employer contribution requirements; Rejection of 
application; Prohibited activities 

(a)(1) Upon the effective date of this article, a plan shall fairly and 
affirmatively offer, market, and sell all of the plan’s health care service plan 
contracts that are sold to small employers or to associations that include 
small employers to all small employers in each service area in which the plan 
provides or arranges for the provision of health care services. 

(2) Each plan shall make available to each small employer all small 
employer health care service plan contracts that the plan offers and sells to 
small employers or to associations that include small employers in this state. 

(3) No plan or solicitor shall induce or otherwise encourage a small 
employer to separate or otherwise exclude an eligible employee from a 
health care service plan contract that is provided in connection with the 
employee’s employment or membership in a guaranteed association. 

(4) A plan contracting to participate in the voluntary purchasing pool for 
small employers provided for under Article 4 (commencing with Section 
10730) of Chapter 8 of Part 2 of Division 2 of the Insurance Code shall be 
deemed in compliance with the requirements of paragraph (1) for a contract 


