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Dear Commissioner Wade, 

First I want to thank you for holding a hearing on these requested rate mcreases. I greatly 
appreciate the depth and ·attention to detail of the questioning in the hearings by your department. 

At this time, I would urge you to either r~ject or drastically reduce these rate requests. The 
corporations that are requestiqg these increased rates are highly profitable and it seems without 
logic that these companies require rate increases of between 25% and 42% while other insurers 
can remain. viable with a fraction of this increase. While I understand that insmers face some 
complications from both the cmTent federal risk adjustment formula and the impending end of 
the federal re-insurance program, these rate req1,1ests appear excessive. The I'einswance pool was 
set up as a temporary assistance measure for the insurers who have had ample time to prepare an 
altemative. We certainly agree that the federal government should modify the 1isk adjustment 
formula so it does not harm smaller insurers and does not result in adverse effects (higher 
premium~) for consum~rs. 

Under Connecticut statute section 38a-481, the department must assess whether the rates are 
excessive, inaoequate., or unfairly discriminatory. Excessive rates are defined as those that are 
unr~asonably high ill relation to the benefits provided and the underlying risks.. The requested 
rate increases will certainly create underlying risks that will adversely affect many residents in 
9ur state. Lack of access to affordable health care will prevent residents from.purchasing the 
insurance plan that would best suit their needs. This under-insured status will lead to a lack of 
appropriate care and/or a potenthil personal fmancial death spiral. I believe that those are risks 
our state and our citizens caunot afford. 

At one time, Connecticare was a small not for profit insmer in our state. However, Connectic9,re 
is now a subsidiary ofEmblem Health ofNew York. It is entirely unclear to me how 
Connecticare could in, good faith, ask to increase its rates by 42%. It is more than a bit odd that 
the original ·request had been for 24% (also luoicrbus) but irhtnedia:tely ptior to the hearing 
increased its reque-st to 42%. This dra.rnatic change the day before the hearing did not allow the 
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public adequate time to respond. I cannot imagine a justification for that behavior and it should 
not be rewarded. The incr~ases requysted by Aetna and Anthem are 11lso unfathomable. These 
companies' profits are enormous; the tate ofhealthcare inflation is a fraction of the requt;:sted 
rate increases. According to a recent article in Fo.rbes,1 In its. secqnd quarter, Anthem reported 
net income of$780.6 million, or $2.91 a share on revenues Qf$19.9 billion, 

These rate requests do not exist in a vacuum. I a:t;n enclosing an article by Wendell Potter in 
which he discusses how the large insurers are attempting to essentially force the federal 
government to allow the pending mergers ofAetna with Humana and Anthem with Cigna by 
using art implied threat sf leaving the health insurance exchanges. It appears these rate requests 
may include a similar implied threat to our state and I do not believe that the government should 
surrender to this bullying. Again, thank you for the opportunity to address this important issue. 

Sincerely, 

· State Senator, Eleventh Distric 

I 
I 

1 http:/lwww.forbes.com/sites/bmcejapseli/20 1 ~/07/27/anthem-ceo-says-cigna-merger-will-st&bilize-6'bamacare­
.exchanges/#497caf9f750b 
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 The Insurance Empire Strikes Back 
Read between the lines: Industry's message is clear that obstruction 
of carrier mergers will mean a grim future for Obaniacare's exchanges 

By Wendell Potter 
healthinsurance.org contributor 
August 2, 2016Privacy policy 

If federal officials fall for Anthem's and Aetna's latest PR ploy to w in approval of Latest stories 
their plans to buy the companies I used to work for, I'll offer to sell President . In the news 
Obama a bridge or two. ' ... according to 

healthinsurance.org, a During a call with Wall Street financial analysts last week - as Anthem 
respected, independent announced Second Quarter 2016 .profits- Anthem's CEO, Joseph Swedish, 
website that tracks the ACA's indicated that the future success of the Obamacare exchanges hinges on 
implementation." whether his comp<!ny's $54 billion offer to buy Cigna can be completed. 

' Our acquisition ofCigna will help stabilize pricing in this volatile (Obamacare) 	 Health IJI@IMM 
market, enabling Anthem to continue its commitment to the public exchanges, 

and provide the opportunity to expand our participation to nine additional states 

where neither Anthem nor Cigna .currently participate." Swedish said on that 
July 27 call with analysts. 

Follow Veiled threat 
® 0 (In 0 Healthcare 

You have to read between the lines here to understand what's really going on. sharing 
Swedish's comments are both a slightly veiled threano the Obama . ministries: 
administration -which has a lot riding on the future success of the exchanges - A leap o f 
and a 'you-scratch-my back-1'11-scratch-yours" kind pf offer. faith? 

The implied threat is that if federal and state regulators and lawyers don't 

approve the deals (in addition to A nthem's proposed acquisition of Cigna, Aetna 

has offered $37 billion for Humana), the Obamacare exchange marketplace will 

somehow become less desirable for both health insurance shoppers and About the author 
_insurers, presumably because rates w ill continue to be ' volatile' in some states. 	 Following a 20-year career as a 

corporate insurance executive, 
What the insurers are implying here is that if the Obamacare marketplace Wendell .. . Read more 
doesn't ' stabilize• to their satisfaCtion (even though the companies will still be 
making money hand over fist) they'll threaten to take their marbles and go / 
home. Search posts 

Responding to attempts to block acquisitions 	 I.P 

htt s:/Vwww.healthinsnnmr.P. nrolhl rwl"> (\ 1 t: /()0 / f\'1 /.Ll. - . .. 
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Swedish's remarks came less than a week after the u:s. Justice Department 

and the attomeys general of 11 states said they were suing to block the 
acquisitions because they didn't think they'd be good for the country. In fact, 

they said, the deals, which would reduce the number of large national insurers 

from five to three, would do more harm than good. 

'These mergers would restrict competition for health insurance products sold in 
markets across the country and would give tremendous power over the nation's 

health insurance industry to just three large companies, • said Attorney General 

Loretta Lynch. 'Our actions seek to preserve competition that keeps premiums 

down and drives insurers to collaborate with doctors and hospitals to provide 

better healthcare for all Americans.' 

The insurers, of course, have tried to convince the public and regulators that 

the acquisitions would benefit consumers by making health insurance more 

affordable. There's just one problem: there is li!lle if any evidence to back up 

that claim. On the contrary, studies of past deals have shown just the opposite, 

that insurers, newly bulked up after the completion of acquisitions, have 

pocketed any savings that presumably resulted. The beneficiaries of those 

deals were the insurers' shareholders and executives, not their consumers. 

Expect higher premiums, higher profits 

When the proposed Anthem-Cigna and Aetna-Humana deals were announced 

last year, I wrote about a study those companies undoubtedly hoped would go 

unnoticed. It found that big insurers not only didn't lower premiums after an 

acquisition that boosted their market share, they actually raised them 

considerably more than their smaller competitors. 

A handful of executives, on the other hand,' make out like bandits when 

acquisitions are completed. As I wrote last summer: 

Even in relatively small deals, executives can engineer jaw-dropping 

fortunes for themselves. While I was still at Cigna, Hea/thsource CEO 

Norman payson pocketed $94 million when Cigna's $1.45 billion 

acquisitior ofHealthsource was completed in 1997. 

Seven years later, a few Wei/Point executives got golden parachutes worth 

far more than Payson's going-away gift when Wei/Point and Anthem 

merged. 

California's insurance commissioner at the time, John Garamendi, now a 

congressman, blocked the acquisition for a while when it was disciosed 

that the Wei/Point executives would walk away with $600 million from the 

deal. 

He eventually gave the green light to the $20. 9 billion trensaction when the 

companies agreed to reduce the compensation package for Wei/Point 

CEO Leonard Schaeffer and a handful ofother executives to $265 million. 

Anthem CEO Larry Glasscock was rewarded with a $42.5 million bonus for 

closing the deal. When Schaeffer left the company a few months later, in 

January 2005, his retirement package was valued at $337 million. 

To get Garamendi to drop his opposition, the companies said they wouldn't 

raise their customers' rates, at least not right away. But in 2010 Anthem 

made national headlines when it hiked premiums as much as 39 
percent for thousands of its individual customers in California. 

Fast forward a dozen years and Anthem- and its current CEO, Joseph 

Swedish are still doing quite well, thank you. Last year the company reported 
total revenue of more than $78 billion and net profits of $2.6 billion, which was 

nearly identical to its 2014 profits. Over those two years (2014 and 2015), the 

company paid Swedish $27 million. 

Ignore the threat 

As for Swedish's veiled threat and promise, in my humble opinion, President 

Obama has no reason to pay any attention to them. And also I MHO, he would 

have far reason to worry about the future stability of the Obamacare exchanges 

if the acquisitions are allowed to proceed. 

That's because big for-profit insurers simply are not reliable partners for the 

government (or any other customers for that matter). Just this spring, 

UnitedHealthcare, the nation's largest (and most profitable) insurer, which 

currently sells Obamacare coverage in 34 states, announced that it planned to 

exit all but a 'handful" of those states. Why? The company hadn't yet figured 
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out how to make as much money selling Obamacare coverage as it had hoped. 

Its losses in that relatively small book of business were making a dent in 
United's overall profits, which totaled $6.8 billion- yes, $6.8 billion -last year 
on revenues of $157 billion. 

UnitedHealthcare's announcement reminded me of an announcement my staff 
and I had to handle 16 years ago when I was at Cigna. In the late •9os, Cigna's 

executives decided to get into the Medicare HMO business in a big way. But 

like United's executives, they came to realize they didn't know how to make as 

much money on that book of business as they had thought they'd make. So in 

June of 2000, Cigna announced !hat it would exit 13 of the 15 Medicare HMO 
markets it was serving at the time. As the Philadelphia Inquirer reported, that 

meant that more than 100,000 senior citizens had to scramble to find an 
alternative. 

Acquisitions would create instability. 

Despite what Anthem and Aetna executives would have us believe, Obamacare 

would face far more potential instability if their acquisitions of Cigna and 

Humana go forward. UnitedHealthcare's exit actually won't affect many 

consumers because the company never attracted many in the first place. But 
Anthem in particular has signed up a significant percentage of Obmacare 

enrollees nationwide- almost a million as of the first of this year. 

So if the acquisitions were to be approved, Anthem and Aetna would have the 

administration by the short hairs. Even if one of them were to threaten to get out 

of the Obamacare business in the coming years, the government would have 

little choice but to cave in to ~hatever demands the company might make to 
keep the exchanges "stable." 

If both of them were to threaten to exit at the same time -not an unrealistic 

possibility- the situation would be ~ven more dire. The small cabal of huge for­
profit insurers, accountable first and foremost to shareholders, would be even 

more in charge of our health care system than they already are. 

Tags: Aetna, Anthem, CIGNA, health Insurance premiums, Healthsource, Humana, 
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