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By David Peel
Publisher and Editor
Oregon Healthcare News

Oregon domestic health plans re-
cently reported third quarter 2011 
financial results and ten of the thir-
teen plans were profitable.  Nine of 
the plans reported higher underwrit-
ing gains and only three reported 
an underwriting loss, suggesting 
a measure of premium stability in 
2012.  However, the uncertainties 
of healthcare reform will likely be 
factored into 2012 figures as actuar-
ies finalize rates.

Our report, shown on page four, 
shows total revenues, net under-
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Profits Through September 30, 2011

writing gain (loss), investment gain 
(loss), income taxes and net income 
(loss) for the thirteen domestic 
health plans operating in Oregon 
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 available 
reports filed with the National Asso-
ciation of Insurance Commissioners 
(NAIC).  Information not required 
to be filed with the NAIC (self-
insured and some Oregon insured 
business from non-domestic carri-
ers) 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 the figures in the re-

port and to give us insight into their 
financial results.  Some plans chose 
not to reply to our request while 
others replied with confirmation of 
the financial information but didn’t 
comment on their financial results.  
However, others provided valuable 
comments and these follow, sorted 
by plan size in descending order. 

Kaiser Foundation Health Plan of 
the Northwest Chief Financial Of-
ficer Karen Schartman said, “The 
increase in membership mostly 
came from commercial groups, 
whose members are enrolling de-
pendants up to age 26. Also, Kaiser 
Permanente's OEBB (public school 
employees) membership increased. 
Kaiser Permanente's Medicare en-
rollment also increased, thanks to 
a new Medicare basic product and 
an increase in the overall Medicare 
eligible population. The Medic-
aid population also increased, due 
primarily to changes in Oregon 
reporting guidelines that put Med-
icaid members under a Kaiser Per-
manente health plan contract for 
2011.”

Schartman continued, “The increase 
in net income was due to an im-
proved PMPM cost trend, which is 
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attributable to Kaiser Permanente's 
ability to absorb those 14,000 new 
members into existing infrastruc-
ture at marginal cost. Also, primary 
care delivery management and co-
ordination has improved through 
the use of the Medical Home model. 
This has led to a decline in inpatient 
hospitalization and Emergency De-
partment utilization. Kaiser Perma-
nente has also managed drug costs 
through evidence based prescribing 
tools and the use of generic equiva-
lents when appropriate.”

Regence BlueCross BlueShield of 
Oregon Spokesperson Scott Burton 
told us, “The enrollment change is 
specific to how we previously re-
ported members covered by vision 
plans to the NAIC. Prior report-
ing numbers did not include those 
members covered by a vision plan, 
but the 2011 report does include vi-
sion plan members as requested by 
the NAIC.  Overall, we saw a slight 
decline in enrollment primarily in 
the individual and small group mar-
kets.  Our financial decrease was the 
result of decreasing premium reve-
nue coupled with rising claims costs 
in early 2011.”

Health Net of Oregon’s Amy L. 
Sheyer, Director of Corporate Com-
munications, explained her com-
pany’s decrease in membership and 
increase in net income, “It is a com-
bination of a decrease in the over-
all Oregon commercial market and 
highly competitive environment.  
This has resulted in lower overall 
commercial membership at Health 
Net of Oregon in 2011.  At the same 
time we've seen lower utilization of 
health care benefits than expected in 
2011.”

ODS Health Plan Chief Finan-
cial Officer David Evans said, 

“Overall, our total membership in-
cluding insured and self insured 
business increased from 243,000 
as of 9/30/2010 to 248,000 as of 
9/30/2011.  Over the past year 
there has been a slight decline in 
our insured business which are the 
only counts that are included in the 
NAIC Quarterly Statements.    We 
have seen our net income improve 
due to our continued focus on in-
novation, medical management, 
and other cost saving initiatives.  In 
addition, we have continued to see 
growth in our overall membership 
that has allowed us to leverage our 
administrative costs.”

LifeWise Health Plan of Oregon 
spokesperson Amy Carter said, 
“LifeWise has experienced some 
decline in membership in some 
lines of business as well as growth 
in membership in others during this 
period for a number of reasons, in-
cluding aggressive pricing by multi-
ple competitors, economic pressures 
on small businesses and reluctance 
by some employers to change cov-
erage due to the unclear impact of 
federal healthcare reform.”  

Carter continued, “LifeWise is in a 
strong financial position to weather 
the uncertainty of the implementa-
tion of federal healthcare-reform; 
while still tracking to our multi-year 
strategy to return to profitable mem-
bership growth.  It’s worth noting 
also that our ongoing cost-contain-
ment efforts are being augmented 
by lower than expected increases in 
the use of services by our members 
– possibly still related to the chal-
lenged economy. This has helped 
contribute to an improving financial 
position, which again leaves us in a 
good position to implement federal 
reform as smoothly as possible for 
our customers.”

Per Member Per Month Analysis

One of the more interesting ways to 
analyze health plan financial results 
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 Medi-
care Advantage plan $800 a month 
to provide health benefits for se-
niors then how much profit does the 
plan make on each insured?

In United Healthcare of Oregon’s 
case, it's quite a bit. United Health-
care’s domestic health plan focuses 
on senior health insurance through 
its Medicare Advantage products. 
They reported a profit of $71 per 
member per month through Sep-
tember 30, 2011, up from $63 dur-
ing the same time period in 2010.  
That can be contrasted with Family-
Care Health Plans, a Medicare Ad-
vantage plan, and their profit of $24 
per member per month or Samaritan 
Health Plans, another Medicare Ad-
vantage plan, and their loss of $15 
per member per month.  

United Healthcare seems to be able 
to consistently wrangle more profit 
though economies of scale, expe-
rience, efficiencies and provider 
contracting 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 reim-
bursement cuts or seniors facing 
Medicare Advantage premium in-
creases.  



Reprinted with permission from the Oregon Healthcare News.  To learn more about the Oregon Healthcare 
News visit orhcnews.com.

David Peel is the Publisher and Edi-
tor of the Oregon Healthcare News 
(www.orhcnews.com). He has held 

executive positions at several health 
care organizations throughout his 
twenty five year career.  David can be 

reached at dpeel@healthcarenewsite.
com or 425-577-1334.
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