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Insurance Regulation 
House Panel to Investigate Health Insurers' 
Post-Claims Rescission of Individual Policies 
 
The House Committee on Oversight and Government Reform will launch an investigation into the use of "post-claims 
underwriting" by insurance companies to rescind individual health coverage, especially after policyholders submit 
expensive claims, Chairman Henry Waxman (D-Calif.) said at a July 17 hearing on the issue.  

The hearing focused on policies that were unjustifiably rescinded, as opposed to cases where policies were rescinded 
because the consumer intentionally misrepresented pre-existing conditions. When policies are rescinded, the consumer 
becomes liable for all medical bills that were incurred during the time that they presumed they were insured.  

"Insurers are using technicalities or trumped up 'misrepresentations' to rescind policies after individuals get sick and 
accumulate hundreds of thousands of dollars in medical bills," Waxman said in an opening statement.  

Waxman stressed the importance of investigating practices in the individual health insurance market, which have never 
been closely examined by Congress before, prior to broader health care reform efforts.  

Post-claims underwriting, the practice of going back over an insurance application to look for omissions or misstatements 
often after the enrollee incurs large medical bills, has been at the center of litigation, legislation, and regulatory action in 
California for the last two years. However, the companies that have been under government scrutiny in California are 
national carriers and the practice is not unique to the state, Dale Bonner, the secretary of the California Business, 
Transportation and Housing Agency, which oversees the Department of Managed Health Care, testified at the hearing.  

A Families USA survey of all state insurance departments released in June found that 29 states allow insurance 
companies to deny legitimate claims of policyholders by looking into their medical history and alleging that they failed to 
disclose or should have known about a pre-existing medical condition (115 HCDR, 6/16/08 ).  

The Connecticut Office of the Healthcare Advocate also investigated unfair health insurance rescissions and took action 
to protect consumers starting in 2003 when they saw an increase in consumer complaints, Kevin Lembo, the Connecticut 
state health care advocate, said at the hearing. 
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Lembo asked Congress to encourage state legislatures to create and adopt uniform applications for individual health 
insurance, define medical underwriting so that review of the application alone is not sufficient, and pass laws with specific 
language to prevent post-claims underwriting abuses and to require approval of state regulators.  

 
Industry Response 

 
Post-claims underwriting abuses also could be prevented by the adoption of third party panels, including a doctor and an 
attorney, to review rescissions and make binding decisions, Stephanie Kanwit, special counsel for America's Health 
Insurance Plans, the leading trade association for the industry, told the committee. This would save consumers the time 
and expense associated with legal action, although they would retain the right to pursue litigation.  

AHIP's board of directors approved a proposal that included this plan in December (244 HCDR, 12/20/07 ). While AHIP 
supports the plan to address concerns, Kanwit told the committee that moving to a system of universal health coverage 
would eliminate the problem of rescissions.  

 
CMS Review 

 
Rescission could also be a violation of the guaranteed renewability requirements for insurance established by the Health 
Insurance Portability and Accountability Act (HIPAA) of 1996, Abby Block, director of the Center for Drug and Health Plan 
Choice in the Centers for Medicare & Medicaid Services, told the panel.  

Waxman, in his opening statement, noted that CMS has never taken any action against any health insurer for post-claims 
underwriting that violates HIPAA. But Block said that primary responsibility for enforcement falls on the states, and CMS 
can only act if it finds that a state has failed to enforce the requirement. CMS would have to receive a complaint in order to 
launch an investigation of a state, and so far no such complaint has been filed, Block said.  

Panel member Rep. Christopher Murphy (D-Conn.) urged Block to initiate a proactive review of state statutes to determine 
that all 50 states are in compliance, noting that the language of the Utah statute did not seem to be in compliance.  

Block told the panel that all state statutes were reviewed when HIPAA was enacted and the few states that were not in 
compliance have since amended their laws.  

More information on the hearing is available on the committee's Web site at http://oversight.house.gov/story.asp?
ID=2089.   
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