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California health plans finished
2011 strong with all but six of the
largest thirty-five plans reporting
a profit. The change in net income
from 2010 was mixed (seventeen
lower, eighteen higher) suggesting
2012 premium increases will be
consistent with other years.

We present two reports, attached as
Tables 1 and 2, that show financial
and per member per month figures
for the largest thirty-five domestic
health plans operating in Califor-
nia for the periods ending Decem-
ber 31, 2011 and December 31,

2010. When the financial figures
are divided by member months
(the combined total of month end-
ing membership for each twelve
month period), a monthly average
is obtained that is valuable when
comparing financial and member-
ship results. Unfortunately, given
healthcare reform and the current
volatility associated with state and
federal health benefit programs,
comparisons could be inconclusive
and require additional analysis be-
yond the scope of this article.

All information in this report was
obtained through publicly avail-
able reports on the California De-
partment of Managed Health Care
(DMHC) web site. Information not
required to be filed with the DMHC
(self-insured and parts of California
insured business from non-domestic
carriers) is not included in this re-
port nor is it referenced in this ar-
ticle.

Comments from Industry Repre-
sentatives

We asked representatives of the
plans to confirm the figures in the
two tables and to give us insight into
their financial results. Some plans
chose not to reply to our request
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while others replied with confirma-
tion of the financial information but
didn’t comment on their financial
results. However, others provided
valuable comments and these re-
plies are sorted in descending order
by organization size.

Scan Health Plan

When asked about their reduction
in member months and net income,
Sherry Stanislaw, Senior Vice Pres-
ident, Operations said, “Member-
ship decreases are the result of two
contributing factors: a Medicare
requirement to discontinue some
in-home services that SCAN previ-
ously provided and decisions to ter-
minate some medical groups in the
SCAN network. The change in net
income is a reflection of decreased
membership.”

L.A. Care Health Plan

Patricia Mowlavi, Director, Account-
ing and Financial Services at L.A.
Care Health Plan said, “The increase
in member months was driven by ad-
ditional Medi-Cal members. Lower
net income was driven by higher cost
of health care expenses,” when asked
why her plan’s member months in-
creased and net income decreased.



Inland Empire Health Plan

Inland Empire Health Plan reported
increases in all categories of our re-
port. Bradley P. Gilbert, MD, MPP,
Chief Executive Officer explained,
“Our membership increased due to
mandatory enrollment of Seniors
and Persons with Disabilities from
May-December 2011 plus on-going
significant other Medi-Cal growth
most likely due to continued eco-
nomic difficulties in the Inland Em-
pire. Our net income is up primarily
due to larger initial estimates of the
impact of the AB97 cuts on IEHP
and our providers. Due to the com-
bination of the impact of those cuts
on Managed Care plans being lower
than we estimated, and the fact that
we were going to absorb most of
the cuts at the Plan level, our results
are better than estimated. The other
significant factor is lower than esti-
mated medical costs due to a light
influenza season and thus lower in-
patient and pharmacy costs.”

Molina Healthcare of California

Molina’s net income was lower in
2011 relative to 2010. Greg Hamb-
lin, VP of Finance and Analytics for
Molina Healthcare of California ex-
plained, “Premiums were reduced
in 2011, therefore we were less
profitable than in 2010.”

Western Health Advantage

This plan had favorable increases in
all categories when comparing 2011
to 2010. Rick Heron, Chief Mar-
keting and Brand Officer at Western
Health Advantage said, “We con-
tinue to grow membership both in
market share (with new employer
groups coming into WHA) as well
as penetration within individual
groups (as more employees in exist-

ing groups come to WHA either in a
dual option situation or from previ-
ously waived coverage). Unfortu-
nately, there continues to be a lack
of hiring within groups, so virtually
none of the growth is coming from
employers expanding their work-
force.”

Alameda Alliance for Health

Alameda Alliance for Health re-
ported favorable numbers relative
to 2010 in every category except for
net income. Amanda Flores-Witte,
Senior Director, Communications
& Marketing of Alameda Alli-
ance for Health, explained, “Mem-
ber months increased 14%, driven
largely by the influx of new Seniors
or Persons with Disabilities mem-
bers into the Medi-Cal program.
Revenue increased 30%, due to in-
creased enrollment and changes in
capitation rates associated with the
health care needs of new members.”

Flores-Witte continued, “Medi-
cal expense increased 34% due to
additional care needed by the new
Seniors or Persons with Disabilities
members, increases in the overall
cost of care, and increases in the fre-
quency and magnitude of high-dol-
lar inpatient cases. Administrative
expense increased due to additional
staffing warranted by the increased
workload and investments made to
core IT systems.”

She concluded, “Net income de-
creased from a $6.6 million net in-
come in Calendar 2010 to a net loss
of $298 thousand due to the above
factors.”

Scripps Health Plan Services, Inc.

When asked about their decline in
net income, Janice Collins, Senior

-

Director for Public Relations and
Community Relations of Scripps
Health said, “Scripps Health Plan
Services, Inc. net income declined
due to changes in pricing for ad-
ministrative services (MSO fees),
resulting in more revenue for the af-
filiated medical groups.”

Kern Health Systems

This plan reported favorable increas-
es in all categories except for net
income. However, net income was
still solid at $10.6 million in 2011
versus $11.6 million in 2010. Keith
R. Quinlivan, Chief Financial Officer
of Kern Health Systems explained,
“Our 2011 membership increased
due to mandatory enrollment of SPD
members into Medi-Cal managed
care programs in Kern County.”

Inter Valley Health Plan

Cyndie O’Brien, Vice President,
Sales/Marketing & Communica-
tions said, “The member months’ in-
creased because we had an increase
in enrollment. The net income in-
creased in 2011 back to a more nor-
mal expected level. The prior year
was low due to higher than expected
medical costs,” when asked why her
plans member months and net in-
come increased.

Concluding Comments

A significant majority of plans re-
ported a profit in 2011 even though
healthcare reform has started and
costs are harder to estimate when
pricing premiums. Profits are rea-
sonable and typical of other western
states.

In general, the California Health
Plan industry is stable and in good
financial shape.
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