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

Notable Exceptions include Kaiser, Scan Health Plan and Blue Shield of California

By David Peel
Publisher and Editor
California Healthcare News

California health plans were mostly
profitable in 2012 although the
majority reported lower net income
than 2011. Of the 49 plans that
reported two full years of financial
information to the California
Department of Managed Health
Care (DMHC), 29 reported lower
net income. In fact, 17 reported a
net loss in 2012 compared to only
10 in 2011.

Despite the trend of lower net

income, Tangible Net Equity
(TNE) for the plans was generally
greater in 2012. TNE is defined
by state statute and measures a
plan’s solvency. It approximates net
worth assuming intangible assets
are removed and subordinated debt
is added. TNE was higher for 34
of the 49 plans at the end of 2012
which meant increased balance
sheet assets (stock investments,
etc.) offset lower net income.

Our report on pages 4 and 5
shows Revenues, Medical Costs,
Administrative  Expenses, Net
Income and TNE for all 49 health
plans that reported 2012 and 2011
full year financial data to the
DMHC.

All information in this report was
obtained from publicly available data
on the DMHC web site. However,
the DMHC web site doesn’t always
incorporate post-close adjustments or
audit adjustments. Accordingly, we
asked representatives of all 49 health
plans to review the DMHC figures
and confirm they were correct. We
made changes to our report if a plan
provided corrected numbers.
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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 report nor is it
refenced in this article.

We prepared this report so a
user could quickly determine the
financial state of the health plan
industry.  Significant  in-depth
analysis of the numbers is beyond
the scope of this article.

We asked plan representatives to
comment on the figures and here is
their feedback in alphabetical order
by plan name.

Blue Shield of California

Another strong year fortified Blue
Shield of California’s TNE with
increases in all categories except
medical expenses.

Stephen Shivinsky, VP, Corporate
Communications  explained the
lower medical expenses, “The year-
over-year decline in expense reflects
a change in the mix between the
Company and its DOI subsidiary.”



Shivinsky described a program
to moderate company retained
net income, “In 2011 Blue Shield
implemented our 2% Pledge, a
commitment to limit net income
to 2% of revenue and to return
any amount above the 2% to the
company’s customers in the form
of a credit and to the community.
2011°s net income was reduced for
two years (2010 and 2011) and 2012
reflected credits solely for that one
year. Pledge-related givebacks total
$520 million to date.”

Citizen s Choice Health Plan

This plan was one of only five that
reported lower 2012 revenues. Dora
Pinones, Senior Finance Manager,
explained “Total revenues decreased
in 2012 due to a loss of membership
from an IPA termination that held a
high percentage of membership.”

Contra Costa Health Plan

Kate Fowlie, Communications
Officer for Contra Costa Health
Services, said significant increases
in revenues and expenses at Contra
Costa Health Plan were due to
growth in Medi-Cal membership.

GEMCare Health Plan

Michael R. Myers, President &
CEO of GEMCare Health Plan, ex-
plained why his company’s 2012
financial results were better than
2011, “The differences in the two
reporting periods are related to
growth in both our Medicare and
Commercial lines of business. We
experienced a 15.3% increase in
Medicare Membership and a 31.1%
increase in Commercial member-
ship, as a result our top line revenue
grew 21.2%, related medical costs
increased 20.7% primarily as a

function of percent of premium pro-
vider reimbursement arrangements.
Administrative expenses increased
29.7%, due to some increases in
staff and ‘growth related’ sales and
marketing expenses.”

Health Plan of San Mateo

This plan reported similar financial
results in each year of the two year
period. Chief Financial Officer
Ron Robinson said, “Our revenues
increased by 5.72% from 2011 to
2012 and expenses increased by
4.04%, neither are really significant.
For 2012 our membership remained

relatively flat, while medical
expenses increased 4.04%.”
Robinson continued, “Revenues

would have been on a decline rather
than the reported 5.7% gain had
it not been for the release of prior
year deferred revenues related to the
Assembly Bill (“AB”) 97 provider
cuts, which will not be applied
retroactively for Managed Care
Plans.”

Partnership HealthPlan of CA

Marisa Dominguez, Director of
Accounting, said the increased
growth in all categories “was due to
expanding operations in Mendocino
and Marin Counties on July 1,
2011.”

San Francisco Health Plan

John F. Grgurina, Jr., CEO of San
Francisco Health Plan explained
changes to his organization’s
financials, “In 2011, Medi-Cal
expanded to the Seniors and
Persons with Disabilities (SPDs).
Our initial rates from the State
in 2011 were inadequate and led
to significant losses. In 2012,

-

SFHP received a slight increase
for the SPDs, reducing the losses.
In addition, SFHP was a party
in a case against McKesson that
resulted in a $1.75 million one-
time settlement.”

Grgurina continued, “Also due
to the expansion to SPDs, SFHP
experienced significant increases
in medical expenses in 2012.
Administrative  expenses  also
increased due to investments in
systems to prepare for Medi-Cal
expansion in 2014.”

Sharp Health Plan

This plan reported increased
revenues, medical expenses, and
administrative  expenses  while
incurring a slight drop in net income.
John Cihomsky, Vice President,
Public Relations & Communications
said, “The significant change year
over year is due to an increase in
membership of 12,269 members or
22.3%.”

Valley Health Plan

Joy Alexiou, spokesperson for Santa
Clara Valley Health & Hospital
System, said Valley Health Plan
experienced increases in revenues
and expenses because of a significant
increase in plan enrollment.

Industry Summary

The Good

TNE levels have likely risen due to
increases in balance sheet assets like
investments. The plans, in general,
appear to be sufficiently capitalized
and, in many cases, well capitalized.

Revenues are higher at all but five
plans as more people moved into



the health insurance system and
premium increases held ground.

The Bad

Net income has trended downward.
17 of 49, or 35%, of plans reported
a net loss and 29 of the 49 plans
reported lower net income or a
greater loss.

Medical costs were higher at all but
7 plans and administrative expenses
were higher at all but 8 plans.
Certainly, not all of these increases
were due to enrollment growth.

The Unknown

Is net income decreasing because
of the costs, explicit and implicit,

of healthcare reform or because
reimbursement isn’t keeping up
with medical costs? When will
net income levels increase again?
If a significant drop in invested
assets occurs, will it impact the
solvency of the smaller plans?
Will the smaller plans be able to
meet TNE requirements once they
add significant new enrollment
associated with healthcare reform?

We’ll continue to report financials
on a quarterly basis as numbers
become publicly available. For
those interested in doing additional
analysis with the figures on pages
4 and 5, we offer a spreadsheet on
our web site. You can view this
spreadsheet by clicking on this
link or visiting www.cahcnews.

com/1213planfinancials.xlsx

David Peel is the Publisher of the
California Healthcare News, a trade
journal and web site of interest to
California hospital, clinic, provider
organization and health insurance
professionals. He has served as the
Chief Financial Officer of three west
coast health insurance companies.
He can be reached at 425-577-1334
or dpeel@healthcarenewssite.com.



1102 ‘1€ Jequisdeg ybnoiuy LL0Z ‘L yose sem pouad |0z [enoy
‘sainbiy 8y} Jo Aoeindoe ay) pawluod Auedwo)

S

14

"yuom jau s Auedwod e ueyy Juaiaylp Ajuanbaly s| pue AousAjos aulwis}ap o} pasn si} “Aynba Auedwod jo Junowe pauyap Ajloniels ayy st IN1 Jo Ainb3 jeN o|qibuel ‘g
"L sewo09aq 000‘| Jeqwnu ay} ‘sjdwexs Jo4 ‘pasowal S| ainbly yoes jo sybip 821y} }Se| 8y} SuBsW PajIWo S,000 Z

‘a)Is gam (DHWNA) 84e) yyeaH pabeuely jo Juswpedaq eluloyl[eD 8y} WoJl) uojewloul [y |

z

:s9jo

Sov'El €0Z°€S 80999 G09 8.LC €8.°C Lr9‘€e 602621 088°zSL LLEVCL L¥LG0S L 816'629'L  090°Lvl v20'6€9°L  ¥80°98.°L YIOMJBN Joplnoid ebejusH
1€6°0L L€2°166 ¥LL'800°L  LS8've- 8.L°8€EL 1T6°ELL 0SS°€ 200°0€8 z5s'ees 6LL9LC 6€9°089°9  818'968'9  ¥IL6'V9 ZLL'6LL' L 920'v8L'L »VO O 19N YiesH
€29 €52'S 9/8'S €€e- 958 €29 168'C Gel'6 ze9'Th ¥9v°0C 200°66 99v'611 12€'€T 628'601 9sL'eel vdH 1BQN3O
0 ¥06°C ¥06°C L L- 0 8 661 €8¢ 9.v'6 Tzl 869°0C 9956 viv'LL 086'0C dH OId3
Zr6'L LEE'8 6,291 €2e'L- leo'e 20ev- z6£CC 6.v9L 12/8°8¢ 8€8°061 €LL°L2L LLo'sle 621902 vyL9vL €LL°€SE dH @210y Aseg
LLe'C /8L°01L 8852l €ce- 699°C 9ve'e vS6°L Ty’ 96€°0} L€S'6Y 959292 €6L°CLE 891°LS 19/°€l2 GE€6'v2E »dH B}S0Q ejuo)
19v'2- 261°2S G20°0S 690°6- 0zv'9 6v9°C- 9€8 Sye'vl 180°SL 8,0°€8 988°9l¢ ¥96°66¢ SY8'v.L 085°.€2 S6ECLE dnoig yyesH Ajunwwod
SLZ'L 618G ¥€0°L G69°C- 161y 20Le v.8'C vyl'vl 8L9°/L 8GEEL- 0LL°6EL 45 44" 66L°€L- 8.E°6SL 6LL°9VL vdH 9dI0y) s,uszio
zLee £08°Ly 6.0°GY Goz'e- vy 80.°¢- ¥SS°e- 8L0Cy ¥9v'6€ 8LL'€- 6¥6°€06 121°006 GEL LL- L9V'v¥6 TEE'EEB VO Jo a1eoyeay eubio
¥6- Lov'e L0€°C Gee- VA4 orl b~ £99°} 122°) y8L°€ 69.°8€ €G6°LY glee 9Ly Cradag YiomjaN suerisAud 810y
62e'e €19'8l [44:0%4 4] 0€8°'C vse'e 906 zL9'vl 81S'sL 6vS'C LE¥'S6 986°L6 €59y 8L 'YLl LLEBLL ydH Aunwiwo asauiyo
z8L'C zie'y ¥66°9 Sle- 166°€ z8.'¢ 09¢ yeEEL ¥6S°El ¥88°0C 78698 898°/01 7692 18E'v0L G.0°/2) VO J0 dH [esusd
zze8L 065°65L ZL6°LLL v.6°CL- 96¢C°LE zee'sl 0€Ty S62'6C GZG'ee £26'8lL 680°2CS ZLo'LYS €02°0L 189285 ¥8€°€6S YieaH Jo} ||V VO [esjue]d
8G6°L- 180°€T 621l 691" LL- Lis'6 856'L- 0cL- v8L'9l ¥9v'SL 6l¥'c- L2'60€ 228'90€ GLL'6L- 666'CYE ¥88'€zE yUHEaH [eEQUaD
00.°ke LLO'Y9 LL2'e8 G98°Ge 6€€°GE ¥0Z‘L9 €02°L 980°6. 68298 Lve'sy ¥88°18S Gzl Le9 22y's6 1€1°02L 651918 dH @lopaied
V.6 62L°L6 €01°86 vey'yl- G6cCl 6cLc Loy'LL 1G6'9L 266°€6 61591 2565999 LLO'EY8 9€8°CLL 206°€9. 8€.°9€6 dH is| a1ed
€2€'S 8vS'S L2801 Sov'e L16°C z8¢€'s 0869 v€L°0C viL'le 910'vLL ley'oee LEV'0GE 956°'L2l 0€€'992 982'88¢ syEAIAIED
9G¥ GL9°) LEL'T [4%° 166~ €9/°}- ¥0S°C- 8199 VLY 0289 8v.2e 895°6€ zsL'e zLeor v20'vy OWH Aeq maN pueig
¥€0'8.2 16S'6/5'€  1€9°/68'€  LSL'9ZL 0¥0'8L 161 'v0C 168'0 20/'6€0°L  665°090°L  L0Z'6.- LLeZ9L'L  0LL'880°ZL  Svl'seh 09/'¥€€'8  SOS'E9Y'8 »WO J0 PIdIYS anig
€LL91- 16888L°L  8L2'CTLLL  GlZ00L- 299°20S Lyv'LOY v08‘v 06,700k  ¥6S600°L  2€E0'90F G9E'99Z'6  L6€T/9'6  169'GET 0L6'8LL'LL  LO9VGE L ¥VO J0 $S0ID anig
Ges'ey 629°LY vGLv8 L08°,2- rve's- Sylee- 208°LE LE0‘EL €€8°0L) ¥06°€L- 68.°2ve G88°8CE 815C- £€9°807 SLL'90Y dH uelpedly
€1€°9- 89/2'92 G6€'0C GL0°9- 86¢- €.€'9- €L 65192 2/8'9C GSS'66 809'682 €91'68€ L6L'v6 0/¥'SLe 199'60% Yl|eaH Joj aduel||y epswely
0€892 9EV' V6 99z‘LeL €619 G8s‘or 8.9V 59292 2e9'LS 168°LL Lzezst L¥5°9€e 898°88¢ 08.v8L €9/°82¢ EVS'ELS uoljepunod aJedyjiesH sply
2ov'gL- 660761 169°GLL G26'0C- L02°L0L 282°08 89€°/C 0829LL 8YLv0C 9G8'8LL LBE VLY L LPT'06G')  GZGGLL 9€6°008°L  L9¥'9L6'L +WO J0 Uj[eaH euloy

abueyo Lz 149143 abueyo Lz cLiel abueyo Lz cLieh abueyo Lz 149143 abueyo Lz cLiel sweN uejd yjesH

<f)Inb3 jaN a|qibuey awoau| }aN sasuadx3g aAiessiuIwpy S)S09 |edlpa\ S9NUaAdYy
wiod'smaudyed
PARIWQ S,000 - dweN ueld yjeaH Aq Ajjeanaqeyd|y pauos - AjuQ sue|d [ed1paIN 921AIBS |IN4
LL/LE/ZL POPUT SYUOI\ SA|9M] 8y} 0} pasedwod Z1/LE/ZL POPUT SYIUOIN SA[dM] 8y} 104
\Z J0 | abed - (pajipneun) s}nsay |eldueulq ue|d YjjesH eluiojje)d



‘sainbiy ay) Jo Aoeindoe ay) wWiuod 0} pasnjal Auedwo) G

'sainBbly 8y} Jo AoeInooe 8y} pawlyuod Auedwo)  f

"ypom jau s ,Auedwod e ueyy Juasayip Ajuanbaly si pue Aouanjos aujwialep 0} pasn si )| ‘Ajinba Auedwoo jo Junowe pauyap AjlIonjels ayy st INL Jo Aynb3 jaN o|qibuel ¢

"L sawo02aq 000‘| Jequinu ay} ‘ajdwexs Jo4 ‘pasowal s| ainbly yoea o s)bip 981y} }se| ay) sueaw papiwo s,000 2

"a)Is gem (DHINQ) 8ieD yyeaH pabeuely jo Juswpedaq eiuiofe) ay) Woly uonjewloul [y |

:S9)ON
Lyl 809°L1 GG/.'8L 190°}- veL'C €.0°L 1/8'c €96°LC 0v8'0¢ 628'cy 9EV' Ve G9Z'88¢ 90¥'SYy 16/1'GL€ €0c'ley abejueApy YieaH UIoISan
Zro'e 6€L'8 1810} zl'e V.- L¥0'C 969 ovl'e 9€8'¢c 6¥6'C 9G/.'Ly G0.'0S 8G/1'G 62805 £8G'05 dH Aunog einjusp
G09°01 G90°GL 0,9'6Z €ov'y €669 9560} 292 076'8 20z 6%0'82 86%°0G ) L¥S'8LIL YLLYvE 266'G91 90,002 +dH A8lleA
£68'vl2- €92°G9S 0.£°0G€ 082¢°.LS 98€'692 999°9z¢ 12G°g¢- 829081 150°¢vy zvele ov¥'L6Y'S 289°CLS'S  0v0'vL 02.'6L7'9  09.'€6¥'9 »VO JO dJedyjlesaHqpajiun
S¥9'y 60.'9€ SE LY 1G¢- 068'% €€9'y oLL'e 06261 000°€2 129'%S ¥59'¢le Gee',92 vZ)'8S 7€8'9€C 8G66'76¢ yUBld UyesH dieys
90€° |- 9/6°/C 0,992 1GL'e £79'e- 26V~ 66v'C Y6v'€C £66'GC 81079 ¥yl GZr'902 82.'69 861291 9z6°'LET »dH 4S
§¢.l- 758'8 6218 19- gee v.c 0,598~ 0S¥'L6 088°01 9G¢- 629°0€C €12'0€C ovL 108°0v7¢ LYS e dH sdduog
1€2°92 966'VEY €€T 19y 128'0vC 79081~ €9/'29 1€G°/81L- 16G'Gee 020°gel 16€'G9 09€'89¥'L  2GL'€€S'L  €69'8LL L¥8'GL9°L  OPS'vEL') dH uess
0€Y- 80217 8//'€C €8€'6- 1GE'8 920°L- 180°L 950'81 LEL'6L €€2'0r 7€0'702 192792 1€6°2€ Ly¥'0€e 8/€'€9C »dH Allwed ese|D ejues
88¢e’l 899'61 950°L2 (514 v16've 186'C 2Ly 96%'29 812',9 9G.'9% 19/2'60% €2G'95Y 8¥G'LS SLEVLS £98'G95 SUMIN [edIPSN FHVONIYD
829 L0L°) GEe'C 8¢ 6€C 129 78] 8Le’l 44 €99°¢ 220°LL G89'vl €1e's 9,21 116°L) sdH J8lWald
G66'LY Ges'erl 0€5'061 18G'/ 8070 G66°LY 20€'v8 990°ZY- 9Ty 6¥2'8.L 16¥'G0. 9v.L'€8. 928651 €eT'vel 650'788 »VO JO dH diysieuped
9/€', 95G'6. 2€6'08 0006 vic ¥12'6 ¢l LYE'8 €6€'8 0.8'S 600°'€8 6.8'88 288'7l 79516 9v¥'90L YleaH Joluas 307 uo
£78- 0€2'L 18¢€'9 6€L'L- yre'e G09') L9%- 180°¢ ¥19'C 6¥8'ClL G50°66 06°CLL 9v0°LL 8vL'20L v6L'8LL dH yoleuopy
(3 19/°L€ 86.°LE 128°CL- 1188 910"t~ 0LY'y 6EV'LS 6%8'GS 60LVLL L¥€20S 0S0°L19 €/8'/6 962895 621999 VO J0 8JedyjjesH euljop
688'8C 820'cl L16'LY 658°CL- €L8'ee- TL9'/¢€- 662'8E Ges'le 7€8'65 811'0.L- v€T'6LL 911°601 62.'8Y- 266'9LL €92'8¢21 8led dn
Ly¥'6L- 8Lz'6rL LL2'62) ¥56'8¢- 189°L 192'/2- G29'Le ¥16'99 66586 G66'CL9 689°29€L  ¥89'086'L  ¥61'9L9 90¥'69%'L  006'G80°'C dH a1eQ v
81€'62- 026°L6 20989 L6¥°0%- G99°01 z€8'62- ¥01°GZ 0ze'sl vZeoy 9zeee 208881 gclilee VLYl 269'6lC SEV'YET aleQ yjesH Ajiwed uiey
G6L'€8L'L  6l9'VP¥'Cl vI8'/TZ'vl 967285 0Sl'€L0'Cc  9¥9'G6S'C  600'6S) 602'00L'c 8lz'6SC'c zle'vyS'c 0lZ'lee'vy ¢eS'Ge8' 9y L18'G8Z'e  69S'V0¥'87 98€'069°LS dH uoljepuno Jasiey
€9¥'C S61°0C 869'ce 189 1G2°) 8ev'e GEG'L 8/€'8L €166 655°cC ¥90'GLL €29'261 S/.'ve 661°G61 ¥.6'6LC +dH A8]eA J8ju|
44N 86,001 9/6°€6 98€°0G- Y9L'EY cee’L- LEV'EL 9le'sy €G/'8G ¥08'9.¢ 69%°€G.L €/2°'0€0°L  96.°CEC 29¢'098 8G1°€60°L dH adw3 pueyu)
ZLL'GL 00S'C 219’1 7617°8- €81~ 8ce0lL- v.6'€l €068 11822 GG9'L. 206'6€ LGS LLL €LY'6L €16'GY 9ze'sel VO j0 dH euewnH
v¥6'LL 908'GL 06.°/8 6€6'L 900'% S¥6LL 810°'L €G6'€E L16'VE 8€6'01 ZL'6LY 290'9ey §68'Ge €80°/LS¥ 8/6'28Y vO8Je|\ UeS JO dH
€969~ Gel'es 2919y gee'el- €119 296'9- 0zl 189°€| L0781 9€.'eS LyL 9L €88°'cle G8S'eY 120'98) 959'62¢ uinbeor ues Jo dH
abueyo 39145 cLieL abueyo 39143 ciLel abuey) 39142 cLrel abueyo Lz cLel abueyo Lz cLeL SweN ue|d yjieaH

<A}nb3 jaN ajqibuey awoou| 38N sasuadx3 aAlessIuIWpYy SJS09 [edIpay sanuanay
wod'smaudyed

PAVIWO S,000 - dweN ueld yyesH Aq Ajleonaqeyd|y payios - AluQ sue|d [ed1pa|y 821AI9G |4
LL/LE/ZL PApPUT SYJUON dAJ2M] 3y} O} pasedwod Z|/LE/ZL PAPUT SYJUON dA|aM] Y} 104
,C Jo Z abed - (pajipneun) s}nsay |eldueulq ue|d YyjesH eluioyjed



