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LOS ANGELES CITY ATTORNEY ROCKY 
DELGADILLO SECURES SETTLEMENT WITH 
HEALTH NET OVER RESCISSION PRACTICES  

 
LOS ANGELES – Los Angeles City Attorney Rocky Delgadillo, the city’s chief 
prosecutor, today announced his office and class action counsel have secured a 
first-of-its-kind comprehensive settlement with Los Angeles-based Health Net, 
Inc., and two of its subsidiaries, to resolve allegations that the company 
unlawfully rescinded more than 800 plan members and policy holders. 
 
“We hope this settlement will serve as a model for other companies which stand 
accused of engaging in unlawful rescission practices,“ said Delgadillo. “It’s time 
for them to follow Health Net’s lead,” added Delgadillo. 
 
“Like Health Net, they should take responsibility for their actions, adopt 
procedures that protect plan members and policy holders, pay wrongfully denied 
claims, re-instate wrongfully cancelled health care coverage, and abide by the 
law.” 
 
Under the terms of the settlement, more than 800 rescission victims will receive 
$6.3 million in automatic payments. The average payment will be $7,836 and the  
range is approximately $4,000 to $220,000.  
 
In addition, rescission victims will be able to submit claims for reimbursement for 
out-of-pocket medical expenses and will be held harmless for unpaid medical 
expenses that are in active collection. 
 
Health Net has also agreed to pay $2 million in civil penalties to the People of the 
State of California, as well as to make $500,000 in charitable contributions to  
Padres Contra El Cancer (Parents Against Cancer) and the Children’s Health 
Fund.   
 
In addition, Health Net has agreed to adopt a new corporate compliance program 
and abolish any rescission-related bonus programs. 
 
Further, Health Net has agreed to a one-year moratorium, through January 31, 
2010, during which the company will not rescind any plan members or policy 
holders, and will work to develop an independent third party review process 
acceptable to its regulators and the City Attorney’s Office.  
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[See attachments for summary of key points and comparison with earlier 
DOI and DMHC settlement agreements.] 
 
In February of 2008, the City Attorney’s Office filed a civil law enforcement action 
on behalf of the People of the State of California against Health Net, Inc. and two 
of its subsidiaries for engaging in unlawful, unfair and fraudulent business acts 
and practices (Business and Professions Code Section 17200) and false and 
misleading advertising  (Business and Professions Code Section 17500) relating 
to its rescission policies and practices. 
 
The City Attorney has filed similar lawsuits against WellPoint and its subsidiary 
Anthem Blue Cross, as well as against Blue Shield of California for similar 
practices.  Both cases are being actively prosecuted. 
 
In February 2008, City Attorney Delgadillo launched a first-of-its-kind website – 
www.ProtectingTheInsured.org – in order to collect information from consumers, 
doctors, and hospitals as part of his Office’s ongoing investigation into the 
potentially unlawful, fraudulent, and unfair activities of health insurance 
companies. 
 
For more information, consumers are asked to visit 
www.ProtectingTheInsured.org or City Attorney Rocky Delgadillo’s website at 
www.lacity.org/atty  
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