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Washington Health Plans Report Mixed
Financial Results for Year End 2011

By David Peel
Publisher and Editor
Washington Healthcare News

Fifteen of the largest health plans
in Washington recently reported
2011 annual financials and the re-
sults were mixed with five report-
ing a loss. Eleven plans reported a
lower underwriting gain (or bigger
loss) and nine of the fifteen plans re-
ported lower net income or a greater
loss than the same period in 2010.

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

tic health plans and one national
health insurance company operat-
ing in Washington for the periods
ending December 31, 2011 and De-
cember 31, 2010. We also present
member months, the combined total
of month ending membership for
each twelve 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.

All information in this report was
obtained through publicly avail-
able reports filed with the National
Association of Insurance Commis-
sioners (NAIC). Information not
required to be filed with the NAIC
(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 confirm figures in the re-
port and to provide insight into their

-1-

financial results. Some plans chose
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 with in-
creases in every category except
investment gain (loss) and other in-
come. Spokesperson Eric Earling
said, “Premera had a strong year
2011 based on several factors. We
had significant growth in member-
ship. We had success in our work
to control rising medical costs, by
holding cost increases below the
average of our fellow Blue plans
nationally. And, we have continued
to show results in keeping our own
administrative costs low. All of
those factors contributed to strong
financial performance for the year.”

Earling continued, “Looking for-
ward, we believe that leaves Pre-
mera well-positioned to implement
federal healthcare reform for its
customers & weather related mar-
ket uncertainty that may follow. We
expect to continue to operate on a
narrow margin in a challenging en-



vironment. For context, our oper-
ating margin across our family of
companies has been 2.0% over the
last five years. Understanding that,
our focus continues to be on ad-
dressing the issue of rising medical
costs, which represent 86 cents on
the premium dollar over the last five
years. We believe that’s a critical is-
sue and everyone in the healthcare
system has a role to play to address-
ing that challenge.”

Regence of Washington

Regence had a difficult 2011 with
decreases from 2010 in every cat-
egory of our report. Spokesperson
Rachelle Cunningham summed it up
this way, “We attribute the loss of
membership to continuing effects of
the slow economy. Our overall finan-
cial results demonstrate that Regence
is managing to its nonprofit values.”

Group Health Cooperative
Group Health Cooperative also had

a difficult 2011 although, due large-
ly to investment gains, reduced their

2011 loss by $19 million. Scott
Boyd, Vice President of Finance,
said this about Group Health’s de-
crease in net underwriting loss,
“(our) Expense trends were higher
than anticipated.”

When asked why there was a large
increase in Group Health Coop-
erative investment income, Boyd
replied, “We captured some gains
from the sale of securities in late
2011 as we made some changes in
our investments.”

KPS Health Plans

Although total revenues were lower
by $23 million in 2011, KPS Health
Plans reported a $2 million profit,
up from a loss of $600 thousand in
2010. CEO Jim Page explained,
“Enrollment losses were due to our
exit from the small group market
and some net losses of medium and
large commercial groups. “

When asked about the KPS im-
proved financial performance,
Page said, “Overall improvement

in financial performance was at-
tributable to more favorable claims
expense trends and more efficient
administrative cost structures.”

Concluding Comments

Although too early to say conclu-
sively, Washington plans could al-
ready have been negatively impact-
ed by the early stages of healthcare
reform. Member months are up,
something not seen in many years,
and are probably attributed to par-
ents adding children aged 26 and
below to their policies. However,
since eleven of fifteen plans re-
ported an unfavorable change in net
underwriting gain (loss), the costs
associated with this new enrollment
are probably higher than expected.

Look for plan actuaries to put ad-
ditional margin into premium rates
going forward until it’s absolutely
clear the costs of healthcare reform
are known. Unfortunately, it will
require years of predictable claims
history before the costs of health-
care reform can be quantified.

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