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C A L I F O R N I A  

March 25, 2016 

The Honorable Dave Jones 
Insurance Commissioner 
State of California 
300 Capitol Mall 
Sacramento, CA 95814 
Via e-mail to Kayte.Fisher@insurance.ca.gov 

RE: Anthem-Cigna Merger 

Dear Commissioner Jones: 

Health Access California, the statewide health care consumer advocacy coalition 
working for quality and affordable health care for all Californians, offers the following 
comments on health insurer consolidation and Anthem’s proposed acquisition of 
Cigna. As a regulator of insurance companies and a consumer protection agency, the 
California Department of Insurance (CDI) is tasked with protecting the public interest 
by ensuring California maintains a robust and competitive commercial health insurance 
market that delivers quality and affordable care. The stakes—for consumers and the 
health system as a whole—are high, and insurers seeking to merge have the burden of 
showing that consumers will benefit from consolidation. As you evaluate each 
individual merger, you must keep an eye on the larger picture and evaluate the 
cumulative effects of these megamergers on consumers and the health system we all 
rely on. 

We urge you to reject Anthem’s acquisition of Cigna, unless the companies can show 
this merger not only does no harm to consumers, but that consumers will actually 
benefit in the form of lower premiums, lower out-of-pocket costs, higher quality care, 
and reduced health disparities over a sustained period. The combination of Anthem and 
Cigna will create the nation’s largest health insurer, a behemoth with 53 million plan 
members. Anthem, one of California’s largest health insurers, has had a troubling track 
record in California’s Medi-Cal and commercial market, one that reflects a lack of 
respect for California law as well as basic consumer protections. As detailed herein, 
this proposed merger would have a substantial impact on consumers, other purchasers, 
and our health system as a whole. Should this merger be approved, it must be 
accompanied by strong, enforceable conditions to ensure consumers receive the 
benefits promised by company executives and existing problems are not exacerbated as 
insurers get bigger. 

HISTORY SHOWS CONSUMERS DO NOT BENEFIT FROM HEALTH 
INSURANCE INDUSTRY CONSOLIDATION 

Prior mergers led to higher costs. We question whether this and other mergers leave 
consumers and government purchasers better off. When an insurer with problems seeks 
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to merge, California regulators should insist on commitments to ensure they get better as 
they get bigger—so their problems do not grow along with the company. Anthem and Cigna 
claim this merger furthers their “joint mission of enhancing value, choice and access to high 
quality, efficient care to consumers.”1 History and research show that insurer mergers have 
had the opposite effect. Consolidation in the private health insurance industry leads to 
premium increases, even as insurers with larger local market shares obtain lower prices from 
providers.2 For example, Aetna’s acquisition of Prudential in 1999 resulted in premiums 
increasing by seven percent.3 A study of the 2008 merger between UnitedHealthcare and 
Sierra Health in Nevada increased premiums in the small group market by nearly 14 percent, 
relative to a control group.4 Researchers said the results of this merger “suggest that the 
merging parties exploited the market power gained from the merger.” Furthermore, there is 
no evidence that mergers lead to improved quality.5 

Anthem has not provided evidence that merger will result in lower costs and better 
value. Anthem and Cigna also claim their merger will allow the “combined companies” to 
“operate more efficiently to reduce operational costs… helping to create more affordable 
health care for consumers”6 Joseph Swedish, President & CEO of Anthem, touts the 
companies’ investment in “initiatives that focus on improving the value of health care for 
consumers” and says “[t]he combined reach of Anthem and Cigna would go even further by 
providing these kinds of programs.”7 As researchers have noted, there is no evidence that 
larger insurers are more likely to implement value-based payment agreements and care 
management programs.8 Anthem and Cigna, the second- and fifth-largest insurers by 
revenue, are already humungous, scaled entities and it is unclear how they will get any more 
scale economies from getting even bigger. Finally, we question what incentive an even 
larger, more dominant insurer would have to invest in such changes, and if they do, whether 
the savings and benefits will be passed on to consumers. 

Merger will increase concentration and limit competition in California’s commercial 
market. Every segment of California’s commercial market is already highly concentrated, 
and this merger will further strengthen Anthem’s market position. The state’s four largest 
plans—Kaiser, Anthem, Blue Shield, and Health Net—control 93 percent of the individual, 
88 percent of the small group, and 82 percent of the large group markets.9 Anthem holds 19 
percent of the commercial market overall, and 33 percent of the individual, 24 percent of the 
small group, and 14 percent of the large group markets.10 If this merger goes through, 
Anthem is likely to surpass Kaiser as the state’s largest health plan. 

Large, small, and rural counties across the state will see less competition and higher prices 
as a result of this merger. According to an analysis by Cattaneo and Stroud, a merger 
between Anthem and Cigna is likely to reduce competition in 31 counties, including 
Alameda, Butte, Contra Costa, El Dorado, Fresno, Glenn, Kern, Kings, Los Angeles, Marin, 
Merced, Orange, Placer, Riverside, Sacramento, San Bernardino, San Diego, San Francisco, 
San Joaquin, San Luis Obispo, San Mateo, Santa Barbara, Santa Clara, Santa Cruz, Solano, 
Sonoma, Stanislaus, Sutter, Tulare, Ventura and Yolo.11 

This merger will also result in fewer choices for self-insured purchasers. The combined 
companies will control 61 percent of the Administrative Services Only (ASO) market, 
substantially eroding competition.12 

https://competition.12
https://markets.10
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Allowing Anthem to increase its market concentration significantly undermines the public 
interest in ensuring the state has competitive, robust health insurance markets. 

INSURER CONSOLIDATION AMID ON-GOING IMPLEMENTATION OF THE 
AFFORDABLE CARE ACT 

The ACA has transformed the health insurance market and increased enrollment. As a 
regulator of health insurance products, CDI protects consumers’ health care rights and 
ensures a stable insurance marketplace and health delivery system. It must also ensure that 
insurer mergers do not undermine the state’s implementation of the Affordable Care Act 
(ACA). In addition to promoting competition in the insurance industry, the ACA has 
increased access to health coverage and cut the state’s rate of uninsured by half. Many of the 
newly covered, whether through Medi-Cal or Covered California, receive their care through 
private managed health plans. CDI-licensed health policies provide care to more than 1.7 
million Californians, representing 18% of the individual market and 23% of the small-group 
market, 9% of the large-group market.13 In 2014, 2.2 million Californians obtained coverage 
through the individual market, representing a 47 percent increase over the previous year.14 

Group coverage continues to be the main source of commercial health insurance, providing 
coverage for 11.8 million Californians in 2014.15 California’s Medicaid program has also 
seen a rapid increase enrollment as a result of the ACA, and private plans play a significant 
role in providing coverage to Medi-Cal beneficiaries. As of early 2015, thirty percent of the 
nearly 9.4 million Medi-Cal beneficiaries enrolled in Medi-Cal managed care received their 
care through private plans.16 

While the Affordable Care Act sets up the standards and parameters for a robust market in 
health insurance, the success and sustainability of the ACA depends on a competitive 
market. For example, Covered California will not be able to negotiate as effectively for its 
patient population without a competitive number of plans in the market. If insurer mergers 
reduce the potential number of market players and make it less likely that new entrants will 
participate, then mergers will have a negative impact on the ability of purchasers such as 
Covered California to negotiate on cost and quality. 

HEALTH CARE COSTS AND UNREASONABLE RATE INCREASES BURDEN 
CONSUMERS 

Consumers with health coverage struggle to pay medical bills. The Affordable Care Act 
has enabled millions of previously uninsured Americans to receive health coverage, 
improving their financial security and access to care by establishing new rules that provide 
better financial protection and more comprehensive benefits. Health care costs, however, 
continue to be a major concern for consumers and purchasers. Since 2002, health insurance 
premiums in California have increased by 202 percent, more than five times the 36 percent 
increase in the state’s overall inflation rate.17 Workers are also seeing reduced benefits and 
increased cost sharing.18 Almost 90 percent of those who enrolled through Covered 
California for coverage in 2015 received premium assistance to make their health insurance 
more affordable.19 According to a newly released Kaiser Family Foundation/New York 
Times survey, these increasing costs have resulted in one in five Americans with health 
insurance having problems paying their medical bills.20 The survey also found that medical 

https://bills.20
https://affordable.19
https://sharing.18
https://plans.16
https://market.13
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expenses limit the ability of patients and their families to meet other basic needs–such as 
paying for housing, food, or heat–or make it tough for them to pay other bills.21 Against this 
backdrop, it is imperative that you critically evaluate how insurer mergers will impact the 
significant strides California has made in reducing our rate of uninsured and our ability to 
control health care costs. 

Anthem has repeatedly pursued unreasonable rate increases. Anthem’s history of 
imposing unreasonable rate increases on individuals and small business purchasers must be 
scrutinized because it undermines consumers’ financial stability, particularly those who live 
paycheck to paycheck. In the recent years, the California Department of Insurance (CDI) has 
found a number of Anthem’s rate increases to be unreasonable. Some examples include: 

• In April 2015, CDI found Anthem failed to justify the average 8.7 percent premium 
increase it imposed on consumers with individual grandfathered health insurance 
policies, affecting 170,000 people. Anthem refused to lower the rate increase, which 
would have saved California consumers approximately $33.6 million.22 

• In 2014, CDI found Anthem’s 9.8 percent average rate increase on small employers, 
which affected 120,000 consumers, was excessive and unreasonable. Anthem adjusted 
its rate increase to 8 percent, which CDI continued to find unreasonable. In this instance, 
consumers would have saved $33 million had Anthem revised its rate increase to the 2.1 
percent requested by CDI.23 

• In 2013, CDI found Anthem’s 10.5 percent average rate increase for small group 
products to be unreasonable. This increase impacted nearly 250,000 consumers. 
Consumers would have saved $38 million had Anthem not pursued this unreasonable 
rate increase.24 

• In 2012, Anthem proceeded with a 6.5 percent increase deemed to be unreasonable, 
affecting 284,000 over the course of 2012.25 

Individuals and small businesses have had to pay more for health coverage because Anthem 
has repeatedly imposed rate increases that have been found to be unreasonable and 
unjustified. As a result, we have absolutely no confidence that Anthem would act any 
differently than it has in the past, nor do we expect Anthem to pass along the benefits of any 
cost savings or efficiencies to consumers. Finally, a company with even larger market share 
has little incentive to act reasonably when it comes to price increases, especially when 
consumers and purchasers face fewer choices if this and other mergers are allowed to go 
through. 

Existing law does not protect consumers from price gouging. Insurers have claimed that 
government regulation such as medical loss ratio (MLR) requirements and rate review limits 
insurers’ ability to raise premium prices. Although MLR requires insurers to spend between 
80 and 85 percent of net premiums on medical services and quality improvements, it does 
not cap prices and insurers can still raise premiums to collect higher profits. Anthem has 
also shown that rate review does not prevent health insurers from raising premiums beyond 
what regulators deem to be reasonable. Finally, California rate review for large group health 
plans has not been implemented. 

https://increase.24
https://million.22
https://bills.21
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Anthem has opposed measures to increase price transparency in the large group 
market. Existing state and federal laws regarding rate review provides the public with 
critical information about rate setting in the individual and small group markets. However, 
the large group market has largely been left to grapple with dramatic rate increases on its 
own. Last year, Anthem opposed SB 546 (Leno), Chapter 801, Statutes of 2015, legislation 
that establishes new rate review requirements for the large group market.26 This law, which 
took effect on January 1, 2016, encourages rate increases in the large group market to be 
more aligned with rates for large purchasers and active negotiators such as CalPERS and 
Covered California, and with the individual and small employer markets where rate review 
has already been implemented. In opposing SB 546, Anthem wanted to continue to not 
disclose any information or justification when it increases rates for its large group products 
and ensure that large group purchasers negotiate blind. 

ON-GOING VIOLATIONS OF CONSUMER RIGHTS MUST BE RECTIFIED 

We urge you to scrutinize Anthem’s track record in California’s commercial market. It is 
relevant to look at oversight and enforcement actions from all California regulators because 
problems that are present in one line of business are likely to manifest themselves across the 
company. The deficiencies found in Anthem’s routine and non-routine medical surveys, 
extensive history of enforcement actions, poor quality ratings, high rate of Independent 
Medical Review requests and complaints, and history of proceeding with unreasonable rate 
increases pose significant concerns about the quality and value of services provided to its 
existing enrollees. As consumer advocates, we are deeply concerned these problems will 
become more acute if Anthem is allowed to get bigger. CDI should also scrutinize how 
Anthem will remedy its existing deficiencies and rate setting practices and ensure that 
enrollees have access to adequate networks, timely access to care, high quality health care, 
effective grievance procedures, language access, and reduced health disparities.  

DMHC Routine Medical Survey: In DMHC’s most recent routine medical survey (2015), 
Anthem was found to have seven major deficiencies that have not been corrected.27 The 
deficiencies center on Anthem's grievances and appeals, utilization management, and 
language assistance processes. 

Grievances and appeals: Five out of the seven major deficiencies found in the Routine 
Medical Survey are due to Anthem’s poor handling of grievances.28 Consumers often have a 
hard time navigating the complicated health care system, and they need help getting the care 
they need. Plans must have effective grievance systems that quickly resolve individual 
problems and identify systemic issues that need attention. In Anthem’s most recent Routine 
Medical Survey, DMHC found that consumer complaints were not adequately investigated 
or resolved because Anthem misclassified them as inquiries instead of grievances or did not 
properly document calls, making it impossible to know if a patient was calling with a 
question or a complaint. When a consumer called about multiple issues, Anthem would 
address some, but not all of them. DMHC also found Anthem did not always do its due 
diligence when reviewing complaints.29 As a result, critical facts or solutions were 
overlooked, leaving consumers without needed medications or stuck with bills they should 
not have to pay. 

https://complaints.29
https://grievances.28
https://corrected.27
https://market.26
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Patients lose out on significant consumer protections when their complaints are not handled 
properly. Problems are not resolved within 30 days, and patients do not know the reasons 
why the plan made a particular decision about their care. Care delayed is care denied. The 
right to timely access to medically necessary care is at the core of the Knox-Keene Act and 
newly-adopted CDI regulations; failure to resolve grievances promptly means consumers go 
without the care they need. Finally, consumers have no way of knowing they have the right 
to ask for an Independent Medical Review or to ask regulators to review their complaint. 
Although Anthem has taken steps to address these deficiencies, they have not been 
corrected. We ask you to not approve this merger until Anthem corrects these problems. 

Utilization Management: Anthem’s utilization management practices were also found to be 
deficient. DMHC found Anthem routinely failed to adequately explain why it denied, 
delayed, or modified treatment requested by providers.30 While there are substantial 
problems with standard denials and delegated provider group denials, the deficiencies are 
particularly egregious when it comes to denials of behavioral health treatment, where 87% 
of the files reviewed did not have denial letters that clearly and concisely explain the reason 
for the denial. Anthem also told adults diagnosed with autism that Applied Behavioral 
Analysis Therapy was not medically necessary for them, but didn’t provide the criteria or 
guideline used to make the decision.31 As a result, patients have no way of knowing if 
decisions about medical necessity are made using sound clinical judgment. 

Language assistance: Anthem has also failed to assess the language needs of its current 
enrollees. State law and the Department’s Language Assistance Program regulations require 
insurers to provide limited-English proficient and non-English speaking health consumers 
with meaningful access to interpreters when receiving their health care.32 Insurers are also 
required to translate vital documents and collect data on race, ethnicity, and language to 
address health inequities. This includes updating their assessment of enrollee language needs 
and enrollee demographic profile at least once every three years. According to the DMHC 
Routine Medical Survey, Anthem did its initial comprehensive assessment of the language 
needs of its enrollees in 2009, but has not completed the reassessment.33 As a result, some 
patients are unable to communicate with their providers. This issue is particularly important 
because 40% of Medi-Cal34 and subsidy-eligible Covered California consumers35 speak a 
language other than English. That Anthem is not complying with language access 
requirements is a critical indicator that it is not providing quality care to all Californians. We 
request CDI to review its own oversight over language assistance requirements to see if 
Anthem and Cigna are in compliance. 

Non-Routine Survey - Provider Directories: Anthem has also had notoriously inaccurate 
provider directories, making it difficult for consumers to know their options for care and 
avoid going to out-of-network doctors. After receiving numerous complaints from 
consumers, the DMHC conducted a non-routine survey of Anthem’s provider directory for 
its individual market provider networks. The survey uncovered frustrating facts: 12.5 
percent of the physicians were not at the location listed in the provider directory and, that of 
those who were at the location listed, 12.8 percent were not willing to accept patients 
enrolled in Anthem’s Covered California products, despite being listed as doing so.36 

Anthem was subsequently fined $250,000 for these inaccuracies in its provider directory.37 

https://directory.37
https://reassessment.33
https://decision.31
https://providers.30
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Anthem’s provider directory for its Medi-Cal plan is also riddled with inaccuracies. Last 
year, the California State Auditor audited Medi-Cal managed care provider directories, 
including Anthem’s provider directory for Fresno County, which was found to have the 
highest rate of inaccurate provider information of three plans that were reviewed. 23.4 
percent of Anthem’s provider information was found to be inaccurate, whereas another plan 
only had a 3.1 percent error rate because it actively reached out to its providers multiple 
times a year.38 

Network Adequacy and Timely Access to Care: The problems with Anthem’s provider 
directories raise serious questions about whether Anthem actually has adequate networks. 
We are awaiting public release of the timely access reports required by SB 964 (Hernandez), 
Chapter 573, Statutes of 2014 to see if Anthem and other plans are complying with timely 
access requirements. In the meantime, Anthem’s timely access fillings should be scrutinized 
to determine whether it has adequate networks for all its plan products, and whether it has 
met its obligations to provide its enrollees with timely access to care. 

Enforcement Actions: Since DMHC began its regulatory work over 15 years ago, it has 
filed 2,595 enforcement actions against health plans for violating state laws and 
regulations.39 Anthem has racked up a whopping 1004 enforcement actions, 39 percent of 
the statewide total. In comparison, Blue Shield and Kaiser have had 359 and 288 
enforcement actions, respectively.40 Last year, Anthem was fined $1.5 million for not 
arranging for a prenatal test that is only available through an out-of-network provider. As a 
result, 27,000 consumers were billed for more than the in-network cost-sharing.41 In 2013, 
Anthem was ordered to cease and desist from denying their members access to medically 
necessary speech and occupational therapy.42 Anthem must be required to correct all 
outstanding deficiencies and fully implement Corrective Action Plans before it is allowed to 
complete its acquisition of Cigna. 

Mental Health Parity: Anthem has failed to comply with mental health parity laws by 
denying mental health treatment to patients.43 As a result, patients have not been able to 
access vital and medically necessary mental health treatment. CDI should consider whether 
Anthem is currently in compliance with mental health parity laws as part of its review of this 
merger. The merger should be rejected unless Anthem’s violations have been corrected. 

Quality Ratings: Anthem must be required to improve any substandard quality ratings and 
bring them to above-average: 

Office of the Patient Advocate: According to the Office of the Patient Advocate, Anthem’s 
HMO products receive a “good” (3 out of 4 stars) rating. Patients, however, give Anthem a 
“poor” (1 out of 4 stars) rating for “getting care easily.” Anthem’s medical care ratings 
range from “fair” (2 out of 4 stars) to “good” (3 out of 4 stars). It should be required to 
improve in the topics where it has less than a “good” rating, including: asthma and lung 
disease care, heart care, maternity care, and behavioral and mental health care.44 

Anthem’s PPO products receive a “good” (3 out of 4 stars) rating. However, Anthem 
customers rated their care and services poorly (1 out of 4 stars) and feel Anthem only does a 
“fair” (2 out of 4 stars) job when it comes to customer service and giving accurate 

https://patients.43
https://therapy.42
https://cost-sharing.41
https://respectively.40
https://regulations.39
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information on plan costs and claims payment. Anthem’s PPO medical care ratings range 
from “fair” (2 out of 4 stars) to “good” (3 out of 4 stars), with far more topics being rated 
“fair”: asthma and lung disease care, chlamydia screening, heart care, maternity care, 
behavioral and mental health care, and getting the right care for adults. 45Anthem should be 
required to improve its ratings in areas where it has less than a “good” rating. 

Covered California: Both Anthem’s HMO and PPO products received 2 out of 4 stars in 
Covered California’s quality ratings, meaning it scored between the 25th and 50th percent of 
all plans.46 Anthem should be required to raise its ratings to at least three out of four stars. 

Medi-Cal: The National Committee on Quality Assurance (NCQA) gives Anthem’s Medi-
Cal plan (Blue Cross of California Partnership Plan) a rating of 2.5 out of 5.0.47 Within this 
score, Anthem has a 1.0 rating for customer satisfaction, 2.5 for treatment, and 3.0 for 
prevention. Anthem should be required to improve its ratings, especially in customer 
satisfaction. Anthem has recently begun serving an additional eighteen counties through 
California’s rural managed care expansion program, which are not included in NCQA’s 
quality ratings. 

Consumer Complaints and Independent Medical Review (IMR): Among large plans, 
Anthem had the highest rate of Independent Medical Reviews (IMR) requests filed in 201448 

It had 2.06 IMRs per 10,000, which is a high rate, especially when compared to Blue 
Shield’s 1.80 IMRs per 10,000 and Kaiser’s 0.43 IMRs per 10,000.49 33.5 percent of 
Anthem’s Experimental/Investigational IMRs and 28.8% of Medical Necessity IMRs were 
overturned by the DMHC. The Department should ensure Anthem has appropriate policies 
and procedures in place to ensure it does not inappropriately refuse to cover needed medical 
services. 

Anthem has also had a high rate of consumer complaints compared to other large plans. In 
2014, it had 5.24 complaints per 10,000 enrollees, compared to the average rate of 3.53 
complaints per 10,000 enrollees for large full service plans.50 Anthem also had higher than 
average complaints for access issues, benefits/coverage, claims/financial, enrollment, and 
attitude/service of health plan.51 The source of these complaints must be reduced if Anthem 
is to get bigger. 

Patient Privacy: In February 2015, 80 million past and current Anthem customers learned 
their personal information, including social security numbers, was stolen by hackers. A 
number of authorities, including CDI52, the U.S. Department of Health and Human Services 
and National Association of Insurance Commissioners, have launched investigations into 
Anthem’s data security practices in light of the massive data breach. CDI should consider its 
own investigation, as well as consult with other reviewing entities, to see if Anthem has 
been found to be negligent in handling patient data. 

Cigna’s uncorrected deficiencies: In a 2015 Routine Medical Survey of Cigna Behavioral 
Health Plan, DMHC found the plan to have six major deficiencies that have not been 
corrected.53 A 2015 Routine Medical Survey of Cigna Dental Health of California found 
four major deficiencies that have not been corrected.54 For both plans, the uncorrected 

https://corrected.54
https://corrected.53
https://plans.50
https://10,000.49
https://plans.46
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deficiencies relate to quality management, grievances and appeals, and utilization 
management. These deficiencies must be corrected before Cigna can merge with Anthem. 

Cigna’s quality ratings: According to the Office of the Patient Advocate’s HMO report 
card, patients rate Cigna poorly (one star) for “getting care easily” and think it does a fair 
job (two stars) of “helping members get answers.”55 Cigna also has below average ratings 
for health care measures such as asthma and lung disease care, heart care, behavioral and 
mental health care. Anthem must commit to improving the quality of care that Cigna 
patients receive. 

ENSURING QUALITY AND ACCESS FOR MEDI-CAL CONSUMERS 

Anthem is a Medi-Cal managed care contractor and is responsible for 750,000 lives in the 
Medi-Cal program.56 Anthem is also one of the plans participating in the managed care rural 
expansion program, which was implemented less than two years ago. As previously 
discussed, Anthem has been found to have significant problems with maintaining accurate 
provider directories and has earned low quality ratings for its Medi-Cal plans. It is also not 
meeting language access requirements, which affects 40 percent of Medi-Cal beneficiaries. 

The Department of Health Care Services (DHCS), as part of its monitoring and oversight 
activities, validates plan encounter data57 and evaluates the performance58 of the Medi-Cal 
managed care plans it contracts with. CDI should consult with DHCS to identify areas where 
Anthem needs improvement and require Anthem to address these issues as part of the 
undertakings, should the merger be approved. 

ENFORCEABLE UNDERTAKINGS NEEDED TO ENSURE CONSUMER 
PROTECTION 

Anthem should not be allowed to make empty promises to California’s health care 
consumers. Its track record gives us deep concerns about how the merger will affect its 
existing and future enrollees. Anthem has not shown how its promises of affordability, 
efficiency, and value will be realized and shared with consumers, and why a merger is 
necessary to accomplish these goals. Its longstanding failure to abide by minimal consumer 
protections raises makes us skeptical that an even larger company would be accountable to 
California regulators and consumers. If Anthem’s acquisition of Cigna is supposed to be 
good for California, then clear and enforceable conditions must be in place to ensure 
transparency, accountability, consumer protection, and safeguard Californians’ hard-earned 
premium dollars. 

Clear and enforceable undertakings to protect consumers. State regulators have found 
Anthem to provide deficient services to its enrollees, and it must be required to improve care 
and services to its enrollees before it can get bigger. Anthem’s existing enrollees must have 
access to the quality care they are entitled to under the law. 
• Immediately correct deficiencies and implement corrective action plans. Anthem should 

be required to immediately correct outstanding deficiencies found in its Routine and 
Non-Routine Medical Surveys and maintain compliance with all legal and contractual 
requirements over a sustained period. Anthem should also fully implement any 

https://program.56
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corrective action plans from state regulators and DHCS. Cigna must also correct 
outstanding deficiencies for its behavioral health and dental health plans. 

• Improve service, care, and quality. CDI should require Anthem to meet specific 
benchmarks in improving access to care and customer service for its patients. Anthem 
must be required to bring all its quality ratings up to above-average levels within 3 years, 
and submit plans on how it will accomplish this task. This includes quality ratings for 
Cigna’s plans. 

• Reduce source of IMRs and consumer complaints. Anthem must be required to reduce 
the rate of IMRs filed and overturned and reduce the source of consumer complaints, a 
critical measure of how well a plan meets their members’’ needs and solves problems 
when they occur. 

• Accountability to California regulators and consumers. How will a larger Anthem be 
accountable to California consumers and regulators? It should be required to be 
responsive to the California market and California law by maintaining California-based 
medical director, legal counsel and regulatory compliance staff who are knowledgeable 
about California-specific consumer protections and other requirements we place on our 
health plans. In addition, consumer complaints and grievance staff should be based in 
California to ensure quick resolution of problems. 

• Plans for achieving efficiency and savings. Anthem should be required to reveal how 
they will achieve efficiencies and savings, show how these efficiencies and savings will 
be shared with consumers, and commit to a plan for sharing these savings through lower 
premiums and cost-sharing, improved quality, and reduced health disparities. These 
commitments must be maintained over time, and not just in the near term. Can Anthem 
assure that consumers get the care they need when they need it rather than simply 
delivering the profits shareholders want? 

• Ensuring and maintaining affordable care for consumers and purchasers: The fact that 
health insurer mergers lead to higher costs for consumers, coupled with Anthem’s 
history of imposing unreasonable rate increases, give us great pause that it will provide 
consumers with a quality, affordable product.59 CDI should require clear and enforceable 
undertakings requiring rate filings and information provided for group purchasers 
demonstrate how efficiencies reduce rates for consumers and other purchasers. How will 
the efficiencies be sustained over time, and how will purchasers benefit? Finally, 
Anthem must not pursue any rate increases deemed to be unreasonable by regulators, 
pursuant to the rate review program established by SB 1163 (Leno), Chap. 661, Statutes 
of 2010. 

• Keeping premium dollars and profits in California: Anthem should be required to 
reinvest profits earned from the California market in California. 

• Increasing transparency: Anthem and Cigna should be required to provide full 
transparency for the pricing of premiums, compensation for senior management and the 
board of directors, and costs associated with the merger. Such costs must be detailed in 
rate filings and information provided for large group purchasers for at least the next ten 
years. 

• Support for safety-net providers: Safety-net clinics have played a critical role in 
providing care for the Medi-Cal population. 54 percent (over 1.3 million) of new Medi-
Cal managed care members are assigned to safety-net clinics.60 Anthem should invest in 

https://clinics.60
https://product.59
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the safety-net by contracting with safety-net clinics and investing in the safety-net 
infrastructure. 

• Improve access to care in rural and underserved communities: Anthem should be 
required to invest in improving access to care in rural and underserved communities for 
25 years and support efforts to provide comprehensive health coverage for the remaining 
uninsured, including the undocumented. 

• Invest in strategies that address the social determinants of health: The Department 
should examine whether Anthem or Cigna participate in the Department’s COIN 
program or other mechanisms that would ensure these companies’ investments benefit 
California's low-to-moderate income and rural communities. We echo the California 
Reinvestment Coalition’s recommendation that insurers be required, as a condition of 
this merger, to participate in COIN in a substantial way and engage in other investment 
strategies that address the needs of underserved communities. 

• Improve the health system as a whole: In order to address other potential impacts of the 
merger and these insurers’ practices, Anthem should commit to key investments for the 
state’s safety-net, the remaining uninsured, rural and other underserved populations. 
They should also support systems that help California’s health care system to achieve the 
quadruple aim of better care, healthier populations, lower costs, and health equity, such 
as the development of health care cost and quality database. Support for these initiatives 
should supplement, not supplant, the aforementioned consumer protections that are 
required to ensure California’s patients receive the purported benefits of this merger. 

The proposed merger between Anthem and Cigna has significant implications for 
California’s commercial market, and we are highly skeptical that it is in the best interest of 
California consumers or the health system as a whole. It certainly should not be approved as 
is. On behalf of California’s health care consumers, we urge you to scrutinize this deal and 
make sure patients are not left with higher prices and unfulfilled promises. Please contact 
Tam Ma, Health Access’ Policy Counsel at tma@health-access.org or (916) 492-0973 x. 
201 if we can be of assistance as you evaluate this transaction. 

Thank you for giving these issues your highest level of scrutiny and for protecting the 
interests of consumers in this process. 

Sincerely, 

Anthony Wright 
Executive Director 

Cc: Senator Ed Hernandez, Chair, Senate Health Committee 
Assemblymember Jim Wood, Chair, Assembly Health Committee 

mailto:tma@health-access.org
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