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HMO contractors of state health programs 

holding unaccounted billions in tax dollars 

As state legislators scrambled for ways to cut 
Minnesota's $5 billion budget deficit, revelations 

of unaccounted billions in tax dollars held by HMO 
contractors created quite a bipartisan buzz at the 
Capitol during the session.  
 

   Testimony from David Feinwachs, former chief 
counsel of the Minnesota Hospital Association, 
revealed that these contractors, which run the state 
health programs, have never been audited. 
 

   His effort to get accountability is supported by the 
Minnesota Medical Association.  
 

   These public programs, including MinnesotaCare and 
Medical Assistance, were originally administered by the 
Department of Human Services until the early 1990s 
when they were contracted out to health maintenance 
organizations at taxpayers' expense — an expense 
that has reached $3 billion annually. 
 

   Unlike other state contractors, getting full disclosure 
on the HMOs' spending never happened, and it has 
become a "$3 billion black box," Feinwachs said at a 
special February 8 House Health Committee hearing. 
 

   From these billions, the HMO contractors (Blue 
Cross, Medica, HealthPartners, UCare) have built 
reserves totaling $1.25 billion, which is way beyond 
what is required for paying claims, according to the 
Star Tribune. Politics in Minnesota reports the 
collective reserves at $2.5 billion.  
 

   The Tribune further reports that HMO contractors 
make more profit off the public programs at 4.1 percent 
than from their commercial business at 1.6 percent. 
Medica's margin is 7.9 percent.  
 

   Not surprisingly, The Wall Street Journal reports that 
health insurers consider Medicaid a major growth area. 
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At the packed February 8 committee hearing, 
we members of Minnesota COACT and the Minnesota 
Universal Health Care Coalition saw the frustration of 
legislators as they tried to get straight answers. 
 
   Getting none, Senator John Marty introduced an 
HMO oversight bill, SF 457, that requires HMO 
contractors to be independently audited according to 
Generally Accepted Accounting Principles.  
 

   His initiative was followed by at least 11 other 
Republican and DFL accountability bills introduced by 
House Taxes Committee Chairman Greg Davids (R), 
House Health Finance Committee member Larry 
Hosch (DFL) and others. 
 

   Strangely, the first committee deadline of April 29 
passed without any of the chairs' scheduling hearings. 
 

   "Bipartisan interest and no hearings — when's the 
last time you saw that?" asked Feinwachs in Politics in 
Minnesota. 
 

   “We want accountability of our tax dollars, and the 
only way is for Minnesota taxpayers to tell our 
legislators to have hearings on HMO accountability 
legislation,” COACT President Charlie Quick said. 
“Better yet, tell them to replace the costly HMO 
contractors with DHS administration for cost efficiency.”  
 

   “More of our money is at stake in these bills than 
many of the other budget proposals being heard,” he 
said. “The money is there, and we need it for care, not 
HMO profit.” 

 
Senator John Marty, left, and David Feinwachs, former Chief 
Council of the Minnesota Hospital Association, address the 
HMO contractors cost inefficiency January 19 at the U of M  .                     
.   



COACT appeals to Pierz City Council to 

support the Minnesota Health Plan 

by Terry Lehrke, News Editor, Nov. 12, 2010 
Morrison County Record 
   Health care with no limits for everyone in Minnesota, 
along with a price tag everyone can afford, is what the 
Minnesota Health Plan (MHP) is being hailed as. 
   Monday night (Nov. 8), members of Minnesota Citizens 
Organized ACting Together (COACT) asked the Pierz City 
Council to consider a resolution in support of such a plan. 
   COACT serves as the headquarters for the Minnesota 
Universal Health Care Coalition (MUHCC). The Coalition 
is made up of unions, citizens, doctors, nurses, farmers, 
business owners and retirees who work together for the 
single-payer Minnesota Health Plan for all Minnesotans. 
   COACT’s Don Pylkkanen said the MHP is a cost-
efficient plan, separate from the federal plan, passed last 
March, which is still based on the for-profit health 
insurance industry.  “The Minnesota Health Plan has cost 
savings, unlike the federal plan,” he said. It would be like 
Medicare for all, with no profit motives. The overhead of 
Medicare, said Pylkkanen, is about 2 to 3 percent. 
   People on Medicare would be rolled into the state health 
care plan. “The Federal Government would have to allow 
Medicare/Medicaid funding to roll into the plan,” he said. 
“By everyone paying into it and administrative efficiency, 
people would pay less into a state plan than into private 
plans.” 
   Pylkkanen likened the structure for such a health plan to 
that of the state transportation fund that pays for highway 
construction and bridges. “Private providers would be paid 
out of a health trust fund similar to the private construction 
companies paid out the transportation fund,” he said. 
   He said a Minnesota Health Board comprised of 
representatives from six regions along with consumers 
and health care providers will administer the Plan. Six 
regional boards will meet and come up with budgets to 
present to the state health board. 
   Ken Christianson, an 84-year-old Royalton resident, told 
the Pierz Council, he worked for a company that offered a 
Cadillac plan, and that to this day, all of his medical bills 
were paid. “And I have a lot of them,” he said. “Everyone 
should have that kind of plan.” 
   “Once the insurance companies have that money, they 
pay your bills out of the kindness of their hearts,” said 
Christianson, who added that “they don’t have to”. 
   Pylkkanen too said all residents should have access to 
the kind of care he receives as a veteran at the VA, which 
is single-payer. “Everyone should have the right to the 
same quality of care that veterans and Medicare recipients 
get. Now, people’s health care depends on where they 
work”. 
   Cities and counties could be relieved of the burden of 
health care insurance, because employees would be 
enrolled in the state plan, he said. “It would no longer be 
the business of employers or the government to offer 
insurance. Businesses are tired of dealing with insurance.” 
   The Pierz Council attempted last year to find health care 
coverage the city could afford for its employees.  
“Something needs to be done, because we can’t afford to 
insure our own five full-time employees,” Pierz Mayor 
Toby Egan said. 

Governor Dayton appoints single-payer 

Commissioners to health and labor 

   Showing his commitment to the single-payer Minnesota 
Health Plan, Governor Mark Dayton, began his 
administration by appointing two of our single-payer allies 
as Commissioners to head the departments of health and 
labor. 
   On the last day of 2010, Dayton appointed Dr. Ed 
Ehlinger of the University of Minnesota as Commissioner 
of Health.  
   During the past biennium, Dr. Ehlinger testified for the 
Minnesota Health Plan to the House Health Committee 
and prepared testimony for it for the Senate Judiciary 
Committee. 
   His appointment follows the recommendations of 
COACT and other groups in the Minnesota Universal 
Health Care Coalition (MUHCC) for which COACT serves 
as headquarters. 
   Dayton also appointed Ken Peterson as Commissioner 
of Labor and Industry. Until his appointment, he was an 
advisor to the Coalition. 
   These appointments follow the Plan’s passage out of 
four legislative committees in 2009-2010 with one third of 
the legislators signing on as co-authors. 
    At the start of the new biennium, the Plan’s chief 
Senate and House authors, Sen. John Marty and Rep. 
Jeff Hayden, re-introduced the bill, SF 8 and HF 51. 

HMOs hold unaccounted 
billions in tax dollars! 
 

● 3.2 billion in unaccounted tax dollars are paid  
   annually to HMOs to run the state’s health  
   programs-  MN Care, Medical Assistance.  

 

● HMOs have never been audited since they  
   were contracted to run the programs in the   
   early 1990s.  
 

● Other state contractors are audited. 
 

● HMO contractors have hoarded reserves of  
   $1.25 billion to $2.5 billion, way beyond the  
   requirement for paying claims. 
 

● HMO contractors make more profit from the  
   state programs at 4.1% than from their  
   commercial business at 1.6%. 
 

● Medica’s profit is 7.9% from the programs. 
 

Audit the HMOs! 
 

   SF 457 HMO oversight legislation holds  
   HMO contractors accountable to taxpayers:  
     

   1. regular, independent audits,   
   2. public disclosure of financial records,  
   3. competitive bidding for state contracts, 
   4. ensures tax dollars pay for health care,  
       not HMO profit.  
 



 


