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Oregon Health Plans Report Lower 
Year-Over-Year Net Income

By David Peel
Publisher and Editor
Oregon Healthcare News

Thirteen of the largest Oregon health 
plans recently reported financial 
results through the third quarter 
of 2012 and all but three were 
profitable.  However, net income 
was down from 2011 levels for eight 
of the thirteen plans which could 
indicate trouble on the horizon.

Our report, shown on page 
three, shows total revenues, net 
underwriting gain (loss), investment 
gain (loss), other income and 
net income (loss) for the thirteen 
domestic health plans operating in 

Oregon for the nine months ended 
September 30, 2012 and September 
30, 2011.  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 is obtained that is valuable 
in comparing one plan to another. 
Financial statement users can then 
make apples to apples comparisons 
of health plans.  However, there can 
be significant differences in the type 
of membership each plan serves. 
Keep this in mind as you analyze 
the numbers.

All information in this report 
was obtained through publicly 
available reports filed with 
the National Association of 
Insurance Commissioners (NAIC).  
Information not required to be filed 
with the NAIC (self-insured and 
some Oregon insured business from 
smaller, non-domestic carriers) is 
not included in this report nor is it 
referenced in this article.

Comments from Industry 
Representatives

We asked representatives of the 

plans to provide insight into their 
financial results.  Some plans chose 
not to reply to our request.  However, 
others provided valuable comments 
and these follow, sorted by plan size 
in descending order.

Regence BCBS of Oregon

Regence BCBS of Oregon financial 
results through the third quarter 
of 2012 improved over the same 
timeframe in 2011. However, 
according to Regence spokesperson 
Georganne Benjamin, this was due 
to revisions of accounting estimates. 
Benjamin explained, “Claims were 
restated in our financial reports, 
which has the effect of lowering 
the underwriting gain/loss and net 
income that was reported last year. 
Though our actuarial work is always 
reviewed by Milliman, a leading 
independent actuarial firm, there are 
years when our forecast is slightly 
above or below the true claims costs 
of our members.”

PacificSource Health Plans

PacificSource reported a $7.8 million 
loss for the first nine months of 2012, 
an unfavorable change of $18.1 
million from the same time period 
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in 2011.  Peter Davidson, Executive 
Vice President and Chief Financial 
Officer, attributed this change to 
increased claims expenses.

ODS Health Plans

ODS Health Plans also reported 
a loss for the first nine months of 
2012 compared to the same period 
in 2011. Senior Vice President 
and Chief Financial Officer David 
Evans said, “The decline in the 
underwriting results is due to higher 
utilization over the summer months, 
which was expected. This is the 
period when we historically see the 
largest increases in our claims costs.  
In addition, administrative expenses 
have increased year over year 
due to healthcare reform related 
initiatives, implementation costs 
related to ACOs and CCOs and the 
increased technology costs focused 
on automation and regulatory 
requirements. We anticipate that 
efficiencies and economies of scale 
will be realized in the future. Also, 
note that we are expecting our 
underwriting results to improve in 
the fourth quarter.”  

Evans continued, “The decline 
in net income is related to the 
reduced operating results, as 
mentioned previously, as well 
as interest payments of $2.75 
million on Surplus Notes that 

were paid off in June 2012.”

LifeWise Health Plan of Oregon

The LifeWise net income for the first 
nine months of 2012 was $2.2 million 
lower than the same time period 
in 2011. LifeWise spokesperson 
Deana Strunk explained, “Overall, 
our financial performance is on 
track with our forecast for the year 
and is trending favorably.  Results 
through September 2012 reflect 
expected competitive pressure in 
the Oregon market.”

Samaritan Health Plans

Samaritan Health Plans reported net 
income of $639 thousand for the first 
nine months of 2012, a significant 
turnaround from a loss of $732 
thousand during the same period in 
2011. Kelley Kaiser, MPH, Chief 
Executive Officer, summarized 
the turnaround, “Samaritan Health 
Plans primary line of business is 
a Medicare Advantage plan that 
experienced a small reduction in 
membership during the period.  The 
other line of business is the Oregon 
Healthy Kids Connect plan that 
continues to experience growth and 
improvements in profits.  The net 
underwriting gain for the period is 
due to a reduction in claims expenses 
(medical loss ratio) compared to the 
prior year.  This has been achieved 

by a combination of medical 
management, contract negotiations, 
and change in pharmacy benefits 
management.” 

Concluding Comments

Net income for most plans is down  
from 2011 levels and the pressure 
is on to bring it up.  Rate increases 
are the quickest way to do this and 
several carriers have had recent, 
large requests approved by the 
Oregon Insurance Division.

• Providence Health Plan  was 
awarded a 12.2% increase on 
11/1/12 for their individual plans. 

• Regence BCBS of Oregon was 
awarded a 8.9% increase on 
12/1/12 for their individual plans. 

• Health Net Health Plan of Oregon 
was awarded a 8.8% increase on 
08/1/12 for their small employer 
plans.

However, not all rates can be 
negotiated since a considerable 
percentage of revenue for many 
plans is governmental in nature.

We’ll continue to monitor this 
volatile time for the plans through 
our periodic reporting. Our next 
report will be during the Spring 
of 2013 when annual results are 
available.
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