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Washington domestic health plans 
recently reported third quarter fi-
nancial results and four of the larg-
est five plans posted higher net in-
come compared to the same period 
in 2009.  However, the other, small-
er plans reported mixed results and 
two plans, KPS Health Plans and 
Timber Products Manufacturing 
Trust, reported losses. 
Our report, shown on page three, 
shows total revenues, investment 
income (loss) and net income (loss) 
for the 14 domestic health plans op-
erating in Washington for the peri-
ods ending September 30, 2010 and 
September 30, 2009.  We also pres-

ent member months which is the 
total of month ending membership 
for each nine month period.  When  
the financial figures are divided by 
member months, a monthly aver-
age over the period is obtained that 
is valuable in comparing one plan 
to another.  Financial statement us-
ers can then make apples to apples 
comparisons of health plans.

Comments from Industry

We asked representatives of the 
plans to give us insight into their fi-
nancial results.

Premera Blue Cross spokesperson 
Eric Earling said, “At Premera, 
changes in member months and to-
tal revenue were largely due to the 
effects of a challenging economy 
and higher unemployment.  Chang-
es in investment income were due 
to continued recovery in market 
conditions affecting the conserva-
tive investment portfolio utilized 
for our reserves.  Changes in net 
income were due to both improved 
market conditions for investment 
income as well as lower than ex-
pected utilization of medical ser-
vices.  While utilization itself con-
tinues to rise and the cost of medical 
care continues to be a challenge, 
utilization of medical services has 
been increasing at a more moderate 
rate than expected – including be-

cause of a less severe flu season.”

Earling also noted that Premera ad-
ministers benefits for an additional  
800+ thousand members not reflect-
ed in the reports. These members 
are covered under ERISA plans, 
regulated by the Federal Govern-
ment, and the same level of public 
reporting isn’t required.  

According to Earling, “Premera 
Blue Cross has nearly 822,000 
members in self-funded plans in 
Washington as of our October en-
rollment data, including companies 
such as Microsoft, Starbucks, Wey-
erhaeuser, PACCAR, and the Alas-
ka Air Group.”

Earling also commented on the fi-
nancial results of LifeWise of Wash-
ington, a domestic plan owned by 
Premera, “Changes in member 
months and total revenue were due 
to increased membership, based on 
growing sales in a popular portfolio 
of individual products. LifeWise 
started the year with just under 
77,000 members and has grown to 
nearly 85,500 through September 
– and we have seen even stronger 
growth in membership since then.”

Regence Blue Shield of Washington  
reported decreased revenues of $55 
million but increased net income 
of $56 million during the two time 
periods. According to Samantha 
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Meese, spokesperson for Regence, 
"Our net income can be attributed 
to several factors: overall decline in 
membership and premium, a favor-
able claims experience as members 
switched to higher deductible plans 
and a reduction in our total operat-
ing expenses, all of which yielded 
improved underwriting gains. This 
combined with the investment in-
come, and slightly offset by an in-
crease in taxes, accounts for the to-
tal change in net income." 

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

Mike Foley, spokesperson for 
Group Health Cooperative and 
Group Health Options said, “The 
Group Health Cooperative finan-
cial and enrollment results were ac-
cording to plan. Our enrollment was 
stable and our net income was just 
above break-even.”  

He continued, “We were pleased 
with how Group Health Options 
performed. We planned to increase 
enrollment in our individual line 
of business and we achieved that. 
We also increased net income, cer-
tainly within industry standards, 
as the result of the increased en-
rollment growth.”

Jim Page, Chief Financial Officer 
of KPS Health Plans told us, “Our 
membership was lower because we 
decided to not make as many price 
concessions as in the past and con-
sequently lost business because of 
it. Also, we are exiting the small 
group market and are losing that 
enrollment as those groups come up 
on end of their contract years.”
Page continued with this comment 
on the KPS decline in net income, 
“While our net income shows a de-
cline between the years, after adjust-
ing for actual claims runout, 2010 is 
much better than 2009 through the 
first three quarters.”
Zachary Smulski, Chief Finan-
cial Officer of Puget Sound Health 
Partners, offered this insight into 
his company’s financial situation, 
“Our overall enrollment increased 
from approximately 4,400 to 7,200 
members in the last 12 months and 
this contributed to our growth in net 
income.”
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 
previously, this allows apples to 
apples comparisons of plan finan-
cial information.  For example, one 

of the more revealing pieces of in-
formation is to find out how much 
money a health plan makes on each 
person it insures.  If an employer 
pays $600 a month to provide in-
surance for their employees then 
how much profit does the insurance 
company make on each employee?

In United Healthcare’s (formerly 
PacificCare of Washington) case, 
it's quite a bit. United Healthcare’s 
domestic health plan focuses on se-
nior health insurance through its Se-
cure Horizon Medicare Advantage 
products. They reported a profit of 
$46 per member per month through 
September 30, 2010, down from $87 
during the same time period in 2009.  
That can be contrasted with Regence 
Blue Shield of Washington’s $9 per 
member per month profit through 
September 20, 2010.

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@wahcnews.com or 425-
577-1334.

Visit the Washington Healthcare News 
web site at www.wahcnews.com.

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