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Fourteen of the largest health plans
in Washington State recently report-
ed first quarter 2012 financial re-
ports and the results were generally
disappointing when compared to
the same time period in 2011. Nine
plans reported a lower underwrit-
ing gain (or greater loss) and ten re-
ported lower net income (or greater
loss) than the same period in 2011.

Our report, shown on page three,
shows total revenues, net under-
writing gain (loss), investment
gain (loss), other income and net

income (loss) for the fourteen do-
mestic health plans for the quarters
ending March 31, 2012 and March
31, 2011. We also present mem-
ber months, the combined total of
month ending membership for each
twelve month period. When the fi-
nancial figures are divided by mem-
ber months, a monthly average (per
member per month or PMPM) over
the period is obtained that is valu-
able in comparing one plan to an-
other. Financial statement users can
then make apples to apples compar-
isons of health plans.

All information in this report was
obtained through publicly available
reports filed with the Washington
State Office of Insurance Com-
missioner (OIC). Information not
required to be filed with the OIC
(self-insured and some Washington
insured business from smaller, 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 provide insight into their
financial results. Some plans chose

-1-

not to reply to our request. How-
ever, others provided valuable com-
ments and these follow, sorted by
plan size in descending order.

Premera Blue Cross

Strong financial results continued
for Premera Blue Cross although
there were decreases in net under-
writing gain, investment gain and
net income.

Of significance was a large increase
in member months (approximate-
ly 280 thousand) and lower per
member per month total revenues.
Spokesperson Eric Earling said,
“Changes in Premera’s reporting
from last year are due primarily to
a change in reporting to align with
federal MLR reporting standards
(specifically, dental membership is
now included in the count, where
it wasn’t before). This is the pri-
mary driver of the increase in mem-
ber months, which likewise brings
down the PMPM figure since den-
tal members have a lower PMPM
than medical members. Absent
the change in reporting for dental
membership, Premera saw a slight
increase in medical PMPM over
2011.”



Premera’s affiliate, LifeWise Health
Plan of Washington, didn’t fare
quite as well with lower figures in
the underwriting gain and net in-
come categories. Earling explained,
“LifeWise’s results get to an incred-
ibly important issue to understand
about today’s individual market: ev-
ery local health plan selling individ-
ual coverage is losing money and
has been doing so since last year. In
LifeWise’s case, our membership
grew significantly based on the pop-
ularity of our products. At the same,
a significant increase in medical
costs for our individual members
means LifeWise is now operating
at a notable loss in serving our in-
dividual customers. Filings through
the end of 2011 showed similar fi-
nancial results for other local health
plans in the individual market. This
is a significant issue for policymak-
ers to understand as the state pre-
pares for the Exchange in 2014,
since sustained losses across the
individual market have potentially
serious implications for the stability
of that market for individual con-
sumers in 2014 and beyond.”

Regence BlueShield

Regence was profitable but report-
ed lower results in every catego-
ry except other income when the
first quarter 2012 results are com-
pared to first quarter 2011 results.
Spokesperson Georganne Benjamin
summed it up this way, “Regence
BlueShield had significant member-
ship in the small group and individ-

ual market, those hardest hit by the
economy. As a result, as the econ-
omy remains sluggish, we continue
to lose members in proportion to
our participation in those markets.
However, we remain committed
to serving the individual and small
group market.”

Benjamin continued, “Additionally,
several groups have migrated from
being fully funded (which reports
membership to state) to self-insured
(which is not reported as member-
ship), so to that extent, the state
report doesn’t capture all our mem-
bers.”

She concluded, “Looking at the rest
of 2012, our retention rate is 92%,
the highest it’s been since 2004.
Additionally, we’ve written more
large-group business in the first 6
months of 2012 than we have since
2004, even though groups aren’t as
large as they used to be — because of
the economy, many companies have
fewer employees than they did be-
fore the recession.”

Group Health Cooperative

Group Health Cooperative was also
profitable but reported lower re-
sults in every category except total
revenues and other income. Scott
Boyd, Vice President of Finance,
explained, “The decline in perfor-
mance between years for GHC is
about equally split between under-
writing performance and investment
performance. The investment per-

formance is indicative of the current
state of the financial markets (most
carriers have experienced declines).
The underwriting performance is
our ongoing work to align revenues
and expenses and bring value to
the market - though performance
was stronger during Q1 2011, per-
formance over the later quarters
in 2011 was weak and we are still
working on rebalancing and restor-
ing profitability, which resulted in
minimal Q1 2012 results.”

Group Health Options, a Group
Health Cooperative affiliate, re-
ported lower results in the member
months, underwriting gain and net
income categories. Boyd said, “The
decline in performance between
years for GHO is about the under-
writing performance - similar in na-
ture to that described for GHC - the
loss is small on a percentage basis.”

Concluding Comments

This type of across the board de-
cline in financial results would his-
torically be considered a normal dip
in the underwriting cycle. Howev-
er, since healthcare reform is in full
implementation it must also be con-
sidered a factor.

Look for plan actuaries to continue
putting additional margin into pre-
mium rates going forward until it’s
absolutely clear the costs of health-
care reform are known. Unfortu-
nately, this will require years of
verifiable claims history.

Reprinted with permission from the Washington Healthcare News. To learn more about the Washington
Healthcare News visit wahcnews.com.
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