
August 30, 2012 

Jackie M. Ward 

Board Chair 

WellPoint, Inc. 

120 Monument Circle 

Indianapolis, IN 46204 

 

 

Dear Ms. Ward: 

 

In light of WellPoint‟s recently announced $4.9 billion deal to acquire Amerigroup, Inc., a 

Medicaid focused managed care operator, we urge you and your fellow directors to promptly 

disclose political expenditures, including so-called „special assessments‟ or other payments to 

trade associations, for the past year and planned political expenditures for the next 12 months. 

 

Doing so would also mark a reset of accountability in the wake of the resignation of CEO Angela 

Braly, who not only as Bloomberg states “made herself a foe of the healthcare overhaul
1
,” but 

steadfastly refused to address investor concerns over the disclosure and strategic merits of 

political spending raised at this year‟s annual shareholder meeting. Her sudden resignation, amid 

vocal criticisms of WellPoint‟s performance and strategy under her leadership, heightens the 

demand for greater clarity into the company‟s strategic thinking, which includes its political 

activities, given the regulatory and competitive challenges facing the industry.  

 

Co-operative Asset Management, CtW Investment Group, Marco Consulting Group, Mercy 

Investment Services, and the Nathan Cummings Foundation represent long-term investments in 

WellPoint. As long-term shareholders, we believe that corporate political activity pursued for 

good strategic reasons and in an appropriate manner, and supported by clear disclosure can be 

positive and value-enhancing for shareholders. Unfortunately, we are concerned that WellPoint‟s 

activities around healthcare reform, particularly in light of the proposed acquisition of 

Amerigroup, embody the other extreme: political spending that lacks adequate disclosure and 

potentially places shareholder value and corporate reputation at risk.  

 

The proposed acquisition‟s valuation and strategic merits appear heavily premised on the 

successful implementation of the Patient Protection and Affordable Care Act (PPACA), in 

particular the expansion of Medicaid to an additional 16 million Americans. And yet WellPoint 

is reported to be among the industry players that have contributed significant sums to 

organizations such as the Chamber of Commerce of the USA (US Chamber) and the American 

Legislative Exchange Council (ALEC) that oppose key provisions of the PPACA. Indeed, even 

before the Amerigroup announcement, institutional investors, including signatories to this letter, 

openly questioned the strategic rationale, transparency and governance of WellPoint‟s alleged 

involvement in the secret funneling of over $100 million from the health insurance industry to 

the US Chamber to oppose healthcare reform in 2009. Today, with organizations such as ALEC 

and the US Chamber encouraging governors and state legislators to refuse the PPACA‟s 

expansion of state Medicaid, and the US Chamber advocating repeal of the law, we are deeply 
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concerned that WellPoint‟s political activities could be inadvertently undermining the value 

proposition of the Amerigroup acquisition. We consider, therefore, WellPoint‟s political 

spending to be materially significant to shareholders assessing the risks and opportunities of the 

transaction and in determining, more broadly, how political expenditures align with WellPoint‟s 

strategic goals and shareholder interests in the midst of continuing debate over the future of the 

nation‟s healthcare system. 

 

PPACA Medicaid expansion appears essential to valuation, strategic merits of the Amerigroup 

acquisition 

 

According to Bloomberg data
2
, the $92 per share all-cash consideration represents the largest 

premium for any sizable acquisition in the sector in over 15 years, and the analyst consensus 

points to a rich valuation on a multiple basis. In short, it is clear that WellPoint is putting 

significant shareholder value to work in creating what will be the largest private provider of 

Medicaid coverage with more than 4.5 million enrollees– nearly double WellPoint‟s current 

membership.  

 

Critically, in explaining the pricing and strategy of the deal, CEO Angela Braly points to the 

“unprecedented growth” for operating state Medicaid plans. A key source of this future revenue 

is the expansion of Medicaid coverage under the PPACA – which could add up to approximately 

$80 billion in new revenue to the sector by 2016, according to fellow health insurer Centene 

Corp. This expansion, however, carries considerable political risk. Not only is repeal of the 

PPACA a key issue in this November‟s election, but the decision by the Supreme Court -- in 

upholding most of the reform law -- to allow states to opt out of the Medicaid expansion adds 

new political uncertainty, particularly for Amerigroup. Of the 13 states in which Amerigroup 

operates, four say they will not participate in the expansion, while another three are either 

leaning toward not participating or are undecided but joined the Supreme Court challenge to the 

PPACA.
3
 This level of exposure to state non-participation in Medicaid expansion clearly 

suggests the Amerigroup agreement should be coupled with transparent disclosure of any 

WellPoint political activity that may exacerbate risks to the potential future revenue growth of 

Amerigroup.  

 

Despite agreeing to do so, WellPoint does not fully disclose political spending  

 

Indeed, there is a yawning gap owing to WellPoint‟s failure to disclose so-called “special 

assessments” and similar payments made to trade associations and the portion of amounts used 

for non-lobbying political purposes. This is despite an agreement in 2007 with one of the 

signatories, Mercy Investments, to provide clearer disclosure of its indirect spending through 

trade associations. As the Center for Political Accountability, a DC-based non-profit, non-

partisan organization focused on corporate political spending, makes clear in its April 2012 

transparency report, the failure to disclose such payments “leaves significant room for 
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misrepresentation of the company‟s political spending…and undermines the ability of 

shareholders to assess risks.”
4
   

 

WellPoint has history of questionable political spending 

 

Concern that WellPoint may be funding organizations that advocate policy changes inconsistent 

with the interests of long-term WellPoint shareholders – particularly in light of the increased 

exposure to state Medicaid spending resulting from the planned acquisition of Amerigroup – 

stems from what appears to be a track record of funding such organizations. Notably, WellPoint 

is reported to have been among the health insurers who contributed $100 million to the US 

Chamber (via an initial contribution to the American Health Insurance Plans, or AHIP) in 2009 

and early 2010, following which the Chamber sponsored advertisements attacking the PPACA 

and elected officials who supported it. WellPoint has ignored repeated queries to clarify its 

involvement in AHIP‟s contribution and to reconcile the US Chamber campaign against 

healthcare reform with WellPoint‟s support for key provisions included in the health reform 

overhaul and its opportunities for growth going forward under the new law. Currently the 

Chamber continues to advocate for full repeal of the PPACA.
5
 

 

Similarly, WellPoint served as a member of ALEC‟s Health and Human Services Task Force. 

This body was responsible for developing model legislation called the Freedom of Choice in 

Healthcare Act which the Task Force‟s director has stated “is spreading throughout the country 

and giving the states the leverage they need to bring about challenges to ObamaCare.”
6
  

 

Clearly, if WellPoint is continuing to support organizations such as the US Chamber and ALEC, 

this is a material fact that may alter the attractiveness of the proposed Amerigroup acquisition, 

and indeed may potentially cause irreversible harm to long-term shareholders. 

 

Conclusion 

 

Believing that corporate political spending activities must be transparent and clearly linked to the 

company‟s business purpose and strategic objectives, we are deeply concerned by WellPoint‟s 

current disclosure practices given the regulatory and competitive developments within the 

industry. While WellPoint has not fully disclosed past political spending, there are clear grounds 

for believing that WellPoint has supported organizations that are currently advocating policies 

that could harm shareholders if enacted, particularly in light of the planned acquisition of 

Amerigroup. Accordingly, full and robust disclosure of all political spending, including special 

assessments, is essential if shareholders are to be able to properly assess the strategic objectives, 

risks and opportunities presented by the Amerigroup acquisition. A new regime of accountability 

and transparency on corporate political activities would also go a long way in terms of the board 

signaling a strategic departure from Ms. Brady‟s tenure. 
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We look forward to hearing from you. You can either contact the organizations listed below 

directly or reach Michael Pryce-Jones at the CtW Investment Group at michael.pryce-

jones@changetowin.org.  

 
Sincerely, 

Abigail Herron 

 

 
Corporate Governance Manager, The Co-Operative Asset Management 

$30 billion in assets under management 

 

Richard Clayton 

 
Director of Research, The CtW Investment Group  

The CtW Investment Group works with the pension funds of unions affiliated with Change to Win that 

which hold approximately $200 billion in assets 

 

Jack Marco 

 
Chairman/CEO, The Marco Consulting Group 

$120 billion aggregate value of client assets 

 

Valerie Heinonen, o.s.u. 

 
 
Director, Shareholder Advocacy, Mercy Investment Services, Inc. 

Assets under management include $400,000 in WellPoint shares 

  

Laura Campos 

 
 

Director of Shareholder Activities, The Nathan Cummings Foundation 

$415 million in assets 
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