
Washington Health Plans Report Solid 
Profits Through September 30, 2011
However, Most Plans Show Lower Underwriting Gains than the Same Period in 2010
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By David Peel
Publisher and Editor
Washington Healthcare News

Washington domestic health plans 
recently reported third quarter 2011 
financial results and eleven of the 
fourteen plans were profitable.  
However, nine of the plans reported 
lower underwriting gains, and six 
reported an underwriting loss, sug-
gesting premiums may rise more 
than usual in 2012.  This becomes 
even more likely when the uncer-
tainties of healthcare reform are 
considered.

Our report, shown on page three, 

shows total revenues, net under-
writing gain (loss), investment gain 
(loss), income taxes and net income 
(loss) for the fourteen domestic 
health plans operating in Washing-
ton for the periods ending September 
30, 2011 and September 30, 2010.  
We also present member months, 
the combined total of month ending 
membership for each nine month 
period.  When the financial figures 
are divided by member months, a 
monthly average over the period is 
obtained that is valuable in compar-
ing one plan to another.  Financial 
statement users can then make ap-
ples to apples comparisons of health 
plans. All information in this report 
was obtained through publicly avail-
able reports on the Washington State 
Department of Insurance Commis-
sioner (OIC) web site.  Information 
not required to be filed with the OIC 
(self-insured and some Washington 
State insured business from non-
domestic carriers) is not included in 
this report nor is it referenced in this 
article.

Comments from Industry Repre-
sentatives

We asked representatives of the 

plans to give us insight into their fi-
nancial results.  Some plans chose 
not to reply to our request.

Premera Blue Cross and LifeWise 
Health Plan of Washington spokes-
person Amy Carter said, “For Prem-
era, we have seen some growth in 
membership in 2011 in our Medi-
care Supplement and Federal Em-
ployee Plan business. However, I 
should note there has been some 
change to align our reporting prac-
tice with federal MLR reporting, 
which contributes to the increase in 
member months as well.”

Carter continued, “For LifeWise 
Health Plan of Washington, we have 
seen continued growth in 2011 af-
ter record-breaking growth in the 
closing months of 2010.  LifeWise 
is now the leading individual carrier 
in the state, based on a very popular 
portfolio of products that offer the 
balance of benefits and costs that in-
dividual customers are looking for 
in a health plan.”

Regence of Washington spokes-
person Rachelle Cunningham de-
scribed her company’s results,  
“The decrease in membership was 

®
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driven primarily by a drop in our 
Individual segment. In January 
2011, we discontinued our product 
portfolio from our legacy systems 
and launched a new portfolio of 
products on our new administrative 
platform.  As we expected, such a 
significant product change resulted 
in almost a 30 percent membership 
reduction (individual <age65) from 
Q4 2010 to Q4 2011.”

She continued, “We remain commit-
ted to serving the individual market, 
but we also remain concerned about 
the implications of a marketplace in 
2014 in which people may wait until 
they are diagnosed with a significant 
medical condition before purchasing 
insurance.  In the meantime, we are 
developing new products to fulfill 
the market demand for lower prices. 
At the same time, we are very well 
positioned for growth in the large 
group market, as demonstrated by 
our winning the five-year contract 
to administer PPO benefits for King 
County employees beginning Janu-
ary 2012.  We anticipate other large 
group growth in 2012 and 2013 fu-
eled by the strength of our provider 
network collaboration.” 

The Group Health organization con-
sists of Group Health Cooperative, 
Group Health Options and KPS 
Health Plans.

Group Health Cooperative and 
Group Health Options Chief Finan-
cial Officer Ric Magnuson told us, 
"We have seen higher than expect-
ed increases in medical care costs 
in 2011 that have had an impact on 
our margin. Some of this is in the 
nature of the insurance business, at 
times you can see cost spikes, such 
as those caused by a tough flu season 
earlier in the year. In some areas, we 
do see opportunities to improve our 

performance through better care co-
ordination and other administrative 
changes. We have seen growth in 
2011 and plan to continue to drive to 
make our plans an affordable value 
for purchasers."

Columbia United Providers Chief 
Executive Officer Ann Wheelock 
explained her organizations’s en-
rollment growth, “We picked up 
additional membership in January 
2011 as we expanded into King and 
Pierce Counties. There were two IPA 
type groups that asked us to contract 
for Healthy Options with their net-
works.”  

KPS Health Plan President Jim 
Page commented on his company’s 
dramatic financial turnaround, “We 
gave few concessions to retain ex-
isting business.  As a consequence, 
we lost enrollment but also saw im-
proved bottom line results.  We ben-
efited from a relatively positive turn 
in general industry claims trends and 
undertook several significant initia-
tives to control claims costs.  We 
continued to manage our adminis-
trative costs effectively and our per 
capita administrative costs decreased 
as our enrollment decreased.  This 
was no small task to accomplish.”

Page continued, “While we feel for-
tunate to have experienced a bit of 
a financial turnaround, however, as 
a small plan a higher than average 
number of large claims would have 
an adverse impact on our bottom 
line.”

Per Member Per Month Analysis

One of the more interesting ways 
to analyze health plan financial re-
sults is by reviewing per member per 
month statistics. As mentioned pre-
viously, this allows apples to apples 

comparisons of plan financial infor-
mation.  

For example, it can be learned how 
much a health plan takes to the bot-
tom line for each person it insures 
through this type of analysis.  If the 
federal government pays a Medicare 
Advantage plan $800 a month to 
provide health benefits for seniors 
then how much profit does the plan 
make on each insured?

In United Healthcare’s case, its quite 
a bit. United Healthcare’s domestic 
health plan focuses on senior health 
insurance through its Medicare Ad-
vantage products. They reported a 
profit of $41 per member per month 
through September 30, 2011, down 
from $46 during the same time pe-
riod in 2010.  That profit level can be 
contrasted with SoundPath Health, a 
Medicare Advantage plan, and their 
profit of $1 per member per month or 
Arcadian Health Plan, another Medi-
care Advantage plan, and their loss 
of $1 per member per month.  

United Healthcare seems to be able 
to consistently wrangle more profit 
though economies of scale, experi-
ence, efficiencies and provider con-
tracting strategies than other plans.  
While certainly consistent with 
American capitalism, and our notion 
of what makes a successful company, 
it doesn’t bode well with physicians 
facing Medicare reimbursement cuts 
or seniors facing Medicare Advan-
tage premium increases.  

David Peel is the Publisher and Ed-
itor of the Washington Healthcare 
News. He has held executive posi-
tions at several health care organi-
zations throughout his twenty five 
year career.  David can be reached 
at dpeel@healthcarenewssite.com 
or 425-577-1334.
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