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March 27, 2020 
 
Utah Department of Insurance 
State Office Building, Room 3110 
Salt Lake City, Utah 84114   

 
Management’s Discussion and Analysis of Calendar Year 2019 

 
Introduction 
 

University of Utah Health Insurance Plans, Inc. (the “Company”, dba University of Utah Health Plans), 

is a licensed non-profit corporation 100% controlled by the University of Utah.  The Company received 

its certificate of authority to offer health insurance in the State of Utah effective January 1, 2015 and 

started full operations in 2016 in the individual and large group markets.  In 2016, the Company started 

building provider networks, processing payments and other administrative services for third parties 

(third party administration or TPA). 

The following discussion provides an assessment by management of the current financial position, 
results of operations, cash flow, and liquidity of the Company.  The information presented in the 
following analysis supplements the 2019 Annual Statements and the financial statement, exhibits and 
schedules included in that filing.  
  
Results of Operations 
 

The positive financials that follow are driven primarily by the Company’s performance in the 
individual marketplace.  The Company’s 2019 actual $15.4M net income exceeded the anticipated net 
income by $10.5M   
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The Individual Marketplace product contributed to the positive outcome by $19.3M. This was partially 
offset by net losses in TPA ($2.1M), Large Group ($1.1M), and Medicare Advantage start-up costs 
($0.7M).  
 
Overall, the Company’s results of operations of $15.4M were favorable to budget by $10.5M.  Results in 
the Individual block of business contributed the most favorability, $9.6M; followed by Large Group, 
$135K; TPA, $75K; and Medicare Advantage, $674K. The Medicare Advantage product will be launched 
in 2021 and the start-up costs of launching it was lower than the expected. 
 
Compared to prior year, the Company’s premium grew by 2%, but it experienced a spike in health care 
costs by 11%.  The higher health care costs is evident in its utilization data: net physician and non-
physician encounters were up 1% and inpatient admissions were up 11% compared to prior year. 
 
 
Prospective Information & Material Changes 
 
At the end of calendar year, 2019, the Company had 2.3% lower membership compared with prior year 
with 19,104 Individual members and 10,125 group members at the end of December 2019. Individual 
members dropped by 6.9% but this drop was partially offset by the 6.5% growth in large group 
members. 
 
The Company’s member month enrollment grew by 12,526 driven by growth in group member months 
of 27,533; but this was partially offset by the drop in Individual member months of 15,007.  The 
Company anticipates that the 2019 commercial market will continue to remain competitive despite the 
unique market forces in Utah.  There continues to be considerable uncertainty on the direction Federal 
regulation will go on the individual exchange so the Company regularly monitors local and national 
developments for factors that may impact its performance.  Due to competitive pressures, the Company 
anticipates its share of the large group and TPA market to grow slowly in 2020. Beyond this, the 
Company is not aware of any trends or uncertainties that are likely to materially impact premiums, net 
income, surplus or liquidity. 
 
Liquidity, Asset/Liability Matching and Capital Resources  
 

  



3 
 

 
Assets – Invested assets consist primarily of high quality U.S. government and industrial securities. The 
Company’s profitable results evident in its invested assets.  Cash and invested assets increased by $6.2M 
primarily due to  bonds increasing by $2.7M or 7%, while stocks increased by $2.4M or 31% from prior 
year. The quality and maturity distribution of these investments is consistent with Company philosophy, 
expected cash flow needs, and regulatory requirements.   
 
Moreover, the accrued current and retrospective premium was 10% lower than last year’s due to the 
lower risk adjustment share. The Company expects to collect $31.6M which is down by $3.3M from 
2018. The estimated risk adjustment receivable will be re-evaluated by the state before June 2020. It is 
highly likely that the Company may get additional risk adjustment income.  At that time, the company 
will have to re-evaluate whether we will meet the Minimum Loss Ratio threshold of 80%. The Patient 
Protection and Affordable Care Act (ACA) risk adjustment program evaluates the risk levels of the 
population insured by insurers in the state and then redistributes premium based on that level of risk 
taken on by the insurers in the Federal exchange.   
 
Liabilities – The Company’s total liabilities are lower by $10M year to year due to lower tax accruals of 
$7M this year combined with the drop in the accrued minimum loss ratio rebate of $5M.  
The discussion of year-to-year fluctuation in major liability components are discussed in further details 
below: 
 
The Company’s healthcare benefits liability of $17.2M was established in order to cover the claims and 
benefits incurred but not reported (IBNR) of $15.7M and accrued pharmacy of $1.5M.  This liability was 
developed using in-house actuarial models built off of historical claim payment trends and is peer 
reviewed annually by an external audit team.  There was a $3.4M favorable prior year development, 
where actual paid claims from 2018 was $13M versus IBNR of $16.4M at the end of 2018. 
 
In prior years, the company’s unpaid claims adjustment expense was built in its IBNR.  This year, the 
company disclosed $1.2M amount in its own line in the filing which is inclusive of $756K of claims 
adjustment expenses on TPA business. This was first year it such an accrual was recorded. 
 
Also, at the end of the year, the Company owed the University of Utah $33.2M for unreimbursed claims, 
management and operational services rendered. These liabilities were paid in full in January 2020. 
 
The Company received $3.8M in premiums in advance of the 2019 plan year which is $1.4M higher than 

last year.  The increase was mainly due to more large commercial groups paying their premiums early.   

The Company awaits the ruling from the Internal Revenue Service that the Company’s gross income is 

excluded from income under Section 115 of the Internal Revenue Code of 1986, as amended.  The 

outcome of that ruling request is uncertain. In 2018, as a precaution in the event of an unfavorable 

ruling, the Company accrued $7.3M in taxes. Then in 2019, the Company paid quarterly estimated 

federal tax payments which exceeded its actual federal tax liability by $732K as reflected on the asset 

section of the balance sheet at the end of the year. 
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Capital and Surplus – The Company has been primarily capitalized by self-generated income and has not 
needed any external funding for several years.    Management continues to monitor the capital and 
surplus of the Company to ensure its operational and regulatory obligations are met. 
 
 
 
 
 

 
 

The Company is subject to Risk-Based Capital (RBC) requirements as outlined by the Utah Department of 
Insurance.  Under these requirements, the adequacy of the capital reserves maintained by the insurer is 
determined based on the amount and types of risk inherent in its product mix, investment portfolio, 
general business, and credit risk.  As of December 31, 2019 and 2018, the Company exceeded the 
minimum required RBC as shown above.   
 
Cash Flow and Liquidity – The Company anticipates that there may be a need for  future capital infusions 
as it offers a Medicare Advantage plan  in 2021, but does not t anticipate any issues with receiving the 
necessary funding if needed.  Besides this, the Company is not aware of any trends, demands, 
commitments, events or uncertainties that are reasonably likely to result in material changes in the 
entity’s liquidity.  
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The Company actively monitors operations to ensure adequate levels of capital and liquidity are 
provided to meet its obligations. 
 
 
 
Off-Balance Sheet Arrangements 
 
The Company has no off-balance sheet arrangements.  
 
Participation in High Yield Financings, Highly Leveraged Transactions or Non-Investment Grade Loans 
and Investments 
 
The Company does not participate in high yield financings, highly leveraged transactions or non-
investment grade loans and investments.  
 
 
Preliminary Merger/ Acquisition Negotiations 
 
The Company is not party to any merger or acquisitions negotiations. 
 
 
Disaster Preparation 
 
The Company through its parent maintains policies and procedures that describe the roles and 
responsibilities of the business teams, operational groups, and personnel during catastrophic events.  
These procedures are designed to protect lives and property through effective use of organizational 
resources and define the recovery process developed to recover the Company’s critical business 
functions.  These procedures are designed to be flexible in order to accommodate events of various 
types and magnitudes. 
 
COVID-19 
 
The Company is proactively taking the following steps to prepare for our members’ and our employees’ 
health and well-being as a result of the Covid-19 pandemic.   
 
1. Physical Distancing - 98% of our staff are telecommuting. Those remaining in the office are 
performing essential functions (i.e., mailroom services) and are maintaining at minimum a 6-foot 
distance from each other. We have increased cleaning of the UUHIP facilities. 
2. Employee Relations –In conjunction with U Health we are providing education on health and 
safety to employees, child care reimbursement, a $200 gratitude incentive, twice weekly live streamed 
management councils, and a resiliency center full of resources. The UUHP leaders are also meeting daily 
to review and escalate the needs of our members and staff.  
3. Business Continuity Plan – Our compliance director has reviewed and updated our business 
continuity plan in light of both the earthquake in Salt Lake last week and Covid-19.  In conjunction with 
U Health, this includes mitigation plans if one or more UUHP staff members test positive for the virus.  
4. Enhanced Benefits – Working alongside the Department of Health and the Department of 
Insurance, and in accordance with the Families First Coronavirus Response Act, we have enhanced 
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benefits related to telehealth coverage through our vendors and our in-network providers, office visits, 
urgent care visits, testing related to covid-19, and early prescription refills and 90-day supplies.  The 
COVID testing, office visits, and telehealth encounters are provided without charge to our members. 
5. Member Education – We have sent the first round of communications via email to our members 
related to education and enhanced medical and pharmacy coverage.  
6. Provider Education – Communication with our in-network providers is critical and we have 
established ongoing bilateral information sharing opportunities as we develop coding and billing rules 
and stay abreast of federal and state change requests.  
7. Website Management – The Company website is continually updated with both the member 
and provider information to keep everyone updated on operational changes and preventive measures 
to keep our members safe and well.  
 
Although many elective procedures are being canceled and rescheduled at this time, at the end of this 
crisis the Company expects higher claim utilization due to the increased testing, treatment, and 
admissions related to Covid-19. The situation is still very fluid at this time and we do not have a firm 
estimate of the potential impact. We do not expect, however, Covid-19 to have an impact on the 
Company’s financial solvency. 
 
  
Other – Joint Venture with RxLLC 
 
The Company entered a joint venture with RealRx LLC where the Company provided start up 

capitalization of $1,800,000. RealRx LLC will process pharmacy claims, render clinical and formulary 

services and provide the Company standard management reports and consultative services, all in 

connection with members’ covered product utilization as set forth in its Pharmacy Benefit Management 

agreement. Relative to the services set forth in the agreement, it will also evaluate the status of the 

company’s pharmacy benefit program and advise the Company of the results of such evaluation. At 

December 31, 2019, the Company recognized a loss of $58,327 from this joint venture. 

 
Conclusion  
 
In Management’s opinion, the financial statements and analysis above present fairly, in all material 
respects, the historical and prospective financial condition of the Company. 
 
 
Sincerely,  

 
 
 

Chad Westover 
Chief Executive Officer 


