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MOUNTAIN VIEW, CALIFORNIA 94043
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(650) 584-2700
(Registrant s telephone number, including area code)
Not Applicable

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. YES x NO ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulations S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). YES x NO ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definitions of large accelerated filer,  accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act. (Check
one):

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). YES ©~ NO x

The number of shares of the registrant s common stock, par value $0.001 per share, outstanding as of April 30, 2012 was 19,588,351 shares.
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PART I

FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

EHEALTH, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

Assets
Current assets:
Cash and cash equivalents
Accounts receivable
Deferred income taxes
Prepaid expenses and other current assets

Total current assets
Property and equipment, net
Deferred income taxes
Other assets

Intangible assets, net
Goodwill

Total assets

Liabilities and stockholders
Current liabilities:
Accounts payable
Accrued compensation and benefits
Accrued marketing expenses
Deferred revenue
Other current liabilities

Total current liabilities

Non-current liabilities

Stockholders equity:

Common stock

Additional paid-in capital

Treasury stock, at cost

Retained earnings

Accumulated other comprehensive income

Total stockholders equity

Total liabilities and stockholders equity

The accompanying notes are an integral part of these condensed consolidated financial statements.

(In thousands)

December 31, 2011

$ 123,607
8,055
4,622
3,377

139,661
4,631
3,390
5,641

10,526
14,096

$ 177,945

equity

$ 2,391
7,904

6,195

314

1,547

18,351
3,920

26
215,364

(81,557)
21,661
180

155,674

$ 177,945

March 31, 2012
(unaudited)

$ 116,241
6,240
4,051
4,003

130,535
4,261
4,171
9,122

10,079
14,096

$ 172,264

$ 3,233
5,475
3,665
1,589
2,808

16,770
3,948

26
217,554

(89,998)
23,786
178

151,546

$ 172,264
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EHEALTH, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In thousands, except per share amounts, unaudited)

Revenue
Commission
Other

Total revenue

Operating costs and expenses:
Cost of revenue

Marketing and advertising
Customer care and enrollment
Technology and content

General and administrative
Amortization of intangible assets

Total operating costs and expenses

Income from operations
Other income (expense), net

Income before provision for income taxes
Provision for income taxes

Net income

Net income per share:
Basic
Diluted

Weighted-average number of shares used in per share amounts:

Basic

Diluted

Comprehensive income:

Net income

Foreign currency translation adjustment

Comprehensive income

Three Months Ended March 31,

2011

$ 30,760
6,795

37,555

2,651
12,909
5,410
5,470
6,721
427

33,588

3,967
19)

3,948
1,967

$ 1,981

0.09
0.09

©*“ LB

21,351
22,052

$ 1,981
(N

$ 1,974

The accompanying notes are an integral part of these condensed consolidated financial statements.

&LH P

2012

31,464
5,611

37,075

1,675
12,987
5,971
5,482
6,604
447

33,166

3,909
21

3,930
1,805

2,125
0.11
0.10

19,536
20,449

2,125
€]

2,123
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities
Net income

EHEALTH, INC.

(In thousands, unaudited)

Adjustments to reconcile net income to net cash provided by operating activities:

Deferred income taxes
Depreciation and amortization
Amortization of intangible assets
Stock-based compensation expense

Excess tax benefits from stock-based compensation

Deferred rent

Loss on disposal of property and equipment
Changes in operating assets and liabilities:
Accounts receivable

Prepaid expenses and other current assets
Other assets

Accounts payable

Accrued compensation and benefits
Accrued marketing expenses

Deferred revenue

Other current liabilities

Net cash provided by operating activities

Investing activities
Purchases of property and equipment
Books of business transfers

Net cash used in investing activities

Financing activities

Proceeds from exercise of common stock options

Cash used to net-share settle equity awards

Excess tax benefits from stock-based compensation

Repurchase of common stock

Principal payments in connection with capital leases

Net cash used in financing activities

Effect of exchange rate changes on cash and cash equivalents

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Three Months Ended March 31,

2011
$ 1,981

1,777
669
427

1,861

(1,089)

)
3

5477
307
(30)

(1,380)
(2,183)
105
(884)
(257)

6,775

(505)
(765)
(1,270)

26
(542)

1,089
(3,796)
(14)
(3,237)
(8)

2,260
128,074

$ 130,334

The accompanying notes are an integral part of these condensed consolidated financial statements.

$

$

2012

2,125

367
576
447
1,625
(551)
(10)

1,815
405
(139)
842
(2,432)
(2,531)
1,275
1,279

5,093
(203)
(4,373)
(4,576)
994
(980)
551
(8,441)
(6)
(7,882)

ey

(7,366)
123,607

116,241
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EHEALTH, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Note 1 Summary of Business and Significant Accounting Policies

Description of Business eHealth, Inc. (the Company, eHealth, we or us ) offers Internet-based health insurance agency services for individuals
families and small businesses in the United States, as well as technology licensing and Internet advertising services. Our services and technology

enable individuals, families and small businesses to compare and purchase health insurance plans from health insurance carriers across the

nation. We also actively market the availability of Medicare-related insurance plans and offer Medicare plan comparison tools and educational

materials for Medicare-related insurance plans, including Medicare Advantage, Medicare Supplement and Medicare Part D prescription drug

plans. We are licensed to market and sell health insurance in all 50 states and the District of Columbia.

Basis of Presentation The accompanying condensed consolidated balance sheet as of March 31, 2012, the condensed consolidated statements
of comprehensive income for the three months ended March 31, 2011 and 2012 and the condensed consolidated statements of cash flows for the
three months ended March 31, 2011 and 2012, respectively, are unaudited. The condensed consolidated balance sheet data as of December 31,
2011 was derived from the audited consolidated financial statements included in our Annual Report on Form 10-K for the year ended
December 31, 2011, which was filed with the Securities and Exchange Commission on March 15, 2012. The accompanying statements should
be read in conjunction with the audited consolidated financial statements and related notes contained in our Annual Report on Form 10-K.

The accompanying condensed consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting
principles, or U.S. GAAP, for interim financial information. Accordingly, they do not include all of the financial information and footnotes
required by U.S. GAAP for complete financial statements. The unaudited condensed consolidated financial statements have been prepared on
the same basis as the audited consolidated financial statements in our Annual Report on Form 10-K for the year ended December 31, 2011, and
include all adjustments necessary for the fair presentation of eHealth s statement of financial position as of March 31, 2012, its results of
operations for the three months ended March 31, 2011 and 2012 and its cash flows for the three months ended March 31, 2011 and 2012. All
adjustments are of a normal recurring nature. The results for the three months ended March 31, 2012 are not necessarily indicative of the results
to be expected for any subsequent quarter or for the fiscal year ending December 31, 2012.

Seasonality The number of individual and family health insurance applications submitted through our ecommerce platform has generally
increased in our first quarter compared to our fourth quarter and in our third quarter compared to our second quarter. Conversely, we have
generally experienced a decline or flattening of individual and family submitted applications in our second quarter compared to our first quarter
and in our fourth quarter compared to our third quarter. Since a significant portion of our marketing and advertising expenses are driven by the
number of health insurance applications submitted on our ecommerce platform, those expenses are influenced by these patterns. The reasons for
these seasonal patterns are not entirely clear.

The vast majority of Medicare plans are sold in the fourth quarter of each year during the Medicare annual enrollment period, when
Medicare-eligible individuals are permitted to change their Medicare Advantage and Medicare Part D prescription drug coverage for the
following year. As a result, we have generated the majority of our Medicare plan-related revenue in the fourth quarter of the year. Additionally,
we recognize a majority of our renewal Medicare Advantage and Medicare Part D prescription drug plan commission revenue in the first quarter
of each year as the majority of policies sold during the annual enrollment period typically renew on January 1 of each year.

In 2011, we significantly increased our temporary customer care center staff during the third quarter in preparation for the Medicare annual
enrollment period. We employed our temporary customer care center staff until the end of the Medicare annual enrollment period in December
2011. As a result, our customer care center staffing costs were significantly higher in the third and fourth quarters of 2011 compared to the first
and second quarters of 2011. We expect this seasonal trend to occur again in 2012. We also incurred significantly greater Medicare plan-related
online advertising expenses during the third and fourth quarters of 2011 compared to the first and second quarters of 2011. We expect this
seasonal trend to occur again in 2012. Because the majority of our Medicare plan-related revenue is not generated until the fourth quarter, our
temporary customer care center staffing costs and Medicare-related online advertising expenses incurred in the third quarter have had a
significant negative impact on our profitability during the third quarter.
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EHEALTH, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

Based on these seasonal trends, we expect our revenue to be highest in the fourth quarter of the year and we expect our profitability to be
relatively higher in the second and fourth quarters and relatively lower in the third quarter of the year.

Book-of-Business Transfers In November 2010, May 2011, October 2011 and March 2012, we entered into agreements with a broker partner,
whereby the partner transferred certain of its existing Medicare plan members to us as the broker of record on the underlying policies in

exchange for total consideration of $3.3 million, $3.1 million, $1.2 million and $4.4 million, respectively, which is included in Prepaid expenses
and other current assets and also in Other assets in the accompanying condensed consolidated balance sheets. The consideration, which was
based on the discounted commissions expected to be received over the remaining life of each transferred Medicare plan member, is being
amortized to Cost of revenue in the condensed consolidated statements of comprehensive income as we recognize commission revenue related to
the transferred Medicare plan members, over a period of up to five years. Amortization expense recorded to cost of revenue for these
books-of-business for the three months ended March 31, 2011 and 2012 totaled $0.1 million and $1.1 million, respectively. Cash consideration
paid in connection with the book-of-business transfers are presented under investing activities in the condensed consolidated statements of cash
flows.

Recent Contractual Obligations In March 2012, we entered into an agreement to lease a building to be constructed in Mountain View,
California, adjacent to our headquarters office. The term of the operating lease is ten years and the monthly base rent is approximately $0.6
million for the first year of the lease. The base rent increases annually by 3%. Future minimum payments related to this operating lease are
estimated to total $6.8 million over the ten-year term of the lease, but may differ depending on actual rentable square footage. Lease payments
are expected to begin in the second or third quarter of 2013, although the actual commencement of lease payments will depend upon the date of
completion and delivery of the newly constructed building.

Upon signing the lease agreement, we entered into a financial guarantee consisting of a standby letter of credit for $0.6 million, which may be
reduced in increments of 25% of the original amount thereof on the first, second and third anniversaries of the commencement date, subject to
our compliance with the applicable conditions to such reductions set forth in the lease.

In March 2012, we entered into a service agreement with a vendor to support our customer care center telephonic system and equipment. Service
obligations related to this agreement total $0.7 million over the three-year term of the agreement.

Note 2 Cash, Cash Equivalents and Accounts Receivable

Cash and Cash Equivalents As of December 31, 2011 and March 31, 2012, our cash equivalents consisted of money market accounts that
invested in U.S. government-sponsored enterprise bonds and discount notes, U.S. government treasury bills and notes and repurchase
agreements collateralized by U.S. government obligations. At December 31, 2011 and March 31, 2012, our cash equivalents carried no
unrealized gains or losses and we did not realize any significant gains or losses on sales of cash equivalents during the three months ended
March 31, 2011 and 2012.

Accounts Receivable We do not require collateral or other security for our accounts receivable. As of December 31, 2011, one customer
represented 73%, or $5.9 million, of our $8.1 million accounts receivable. As of March 31, 2012, one customer represented 61%, or $3.8
million, of our $6.2 million outstanding accounts receivable. No other customers represented 10% or more of our total accounts receivable at
December 31, 2011 and March 31, 2012. We believe the potential for collection issues with any of our customers is minimal as of March 31,
2012. Accordingly, our estimate for uncollectible amounts at March 31, 2012 was not material.

As of December 31, 2011 and March 31, 2012, our accounts receivable consisted of the following (in thousands):

December 31, 2011 March 31, 2012
Accounts receivable from other revenues $ 7,702 $ 4,677
Commissions receivable 353 1,563
Total accounts receivable $ 8,055 $ 6,240

10
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As of December 31, 2011 and March 31, 2012, our cash and cash equivalent balances were invested as follows (in thousands):

March 31, 2012

December 31, 2011
Cash $ 17,256 $ 14,887
Money market funds 106,351 101,354
$ 123,607 $ 116,241

Total cash and cash equivalents

We used observable prices in active markets in determining the classification of our money market funds as Level 1.

11
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EHEALTH, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

Note 3 Stockholders Equity

Stock Plans The following table summarizes option activity under our 2006 Equity Incentive Plan, 1998 Stock Plan and 2005 Stock Plan
(collectively, the Stock Plans ) (in thousands, except per share amounts and weighted average remaining contractual life data):

Shares Available
for Grant (1)

Shares available for grant December 31, 2011 3,870
Additional shares authorized (2) 795
Options granted
Restricted stock units granted
Options cancelled 21
Restricted stock units cancelled 20
Shares available for grant March 31, 2012 4,706

(1)  Shares available for grant exclude treasury stock of 5.9 million shares and 6.5 million shares at December 31, 2011 and March 31, 2012,

respectively, that could be granted if we determined to do so.

(2) On January 1, 2012, the number of shares authorized for issuance under the 2006 Equity Incentive Plan was automatically increased
pursuant to the terms of the 2006 Equity Incentive Plan by 0.8 million shares. The following table summarizes stock option activity under
the Stock Plans (in thousands, except per share amounts and weighted average remaining contractual life data):

Weighted-Average

Remaining
Number of Weighted Contractual
Stock Average Life Aggregate
Options Exercise Price (years) Intrinsic Value (1)

Balance outstanding at December 31, 2011 3,412 $ 11.36 3.80 $ 17,078
Granted $
Exercised (100) $ 9.99
Cancelled 21) $ 16.35
Balance outstanding at March 31, 2012 3,291 $ 11.37 3.54 $ 20,017
Vested and expected to vest at March 31, 2012 3,251 $ 11.33 3.52 $ 19,923
Exercisable at March 31, 2012 2,663 $ 10.54 3.12 $ 18,727

(1) The aggregate intrinsic value is calculated as the difference between eHealth s closing stock price as of December 31, 2011 and March 31,

2012 and the exercise price of in-the-money options as of those dates.

The total grant date fair value of stock options vested during the three months ended March 31, 2011 and 2012 was $1.5 million and $0.9

million, respectively.

12
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EHEALTH, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

The following table summarizes restricted stock unit activity under the Stock Plans (in thousands, except weighted average remaining
contractual life data):

Weighted-Average

Remaining
Contractual
Number Life Aggregate
Outstanding (years) Intrinsic Value (1)

Balance outstanding as of December 31, 2011 474 1.92 $ 6,958
Granted
Vested (164)
Cancelled (20)
Balance outstanding as of March 31, 2012 290 1.90 $ 4,736

(1) The aggregate intrinsic value is calculated as eHealth s closing stock price as of December 31, 2011 and March 31, 2012 multiplied by the
number of restricted stock units outstanding as of December 31, 2011 and March 31, 2012, respectively.

The fair value of the restricted stock units is based on eHealth s stock price on the date of grant, and compensation expense is recognized on a

straight-line basis over the vesting period. The total grant date fair value of restricted stock units vested during the three months ended March 31,

2011 and 2012 was $1.5 million and $2.6 million, respectively.

Stock Repurchase Programs On July 27, 2010, we announced that our board of directors approved a stock repurchase program authorizing us
to purchase up to $30 million of our common stock. In January 2011, we completed this stock repurchase program, having repurchased in the
aggregate 2.3 million shares for approximately $30.0 million at an average price of $13.06 per share including commissions. Purchases under
this repurchase program were made in the open market and complied with Rule 10b-18 under the Securities Exchange Act of 1934, as amended.
The cost of the repurchased shares was funded from available working capital.

On June 14, 2011, we announced that our board of directors approved a stock repurchase program authorizing us to purchase up to an additional
$30 million of our common stock. In February 2012, we completed this stock repurchase program, having repurchased in the aggregate

2.2 million shares for approximately $30.0 million at an average price of $13.78 per share including commissions. Purchases under this
repurchase program were made in the open market and complied with Rule 10b-18 under the Securities Exchange Act of 1934, as amended. The
cost of the repurchased shares was funded from available working capital.

For accounting purposes, common stock repurchased under our stock repurchase programs was recorded based upon the settlement date of the
applicable trade. Such repurchased shares are held in treasury and are presented using the cost method. All shares repurchased under these
programs are returned to the status of authorized but unissued shares of common stock.

Stock repurchase activity under our stock repurchase programs during the three months ended March 31, 2012 is summarized as follows (dollars
in thousands, except share and per share amounts):

Total Number of Average Price Paid Amount of
Shares Purchased per Share (2) Repurchase
Cumulative balance at December 31, 2011 (1) 5,797,806 $ 14.07 $ 81,557
Repurchases of common stock 554,284 $ 15.23 8,441

13
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Cumulative balance at March 31, 2012 (1) 6,352,090 $ 14.17 $ 89,998

(1) Cumulative balances at December 31, 2011 and March 31, 2012 include shares repurchased in connection with our stock repurchase
programs announced on July 27, 2010 and June 14, 2011, as well as a previous stock repurchase plan announced in 2008.

(2) Average price paid per share includes commissions.

In addition to the 6.4 million shares repurchased under our repurchase programs as of March 31, 2012, we have in treasury 0.2 million shares

that were surrendered by employees to satisfy tax withholdings due in connection with the vesting of certain restricted stock units. As of

December 31, 2011 and March 31, 2012, we had a total of 5.9 million shares and 6.5 million shares, respectively, held in treasury.

14
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EHEALTH, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

Stock-Based Compensation No stock options were granted to employees during the three months ended March 31, 2012. The fair value of
stock options granted to employees for the three months ended March 31, 2011 was estimated using the following weighted average
assumptions:

Three Months Ended
March 31, 2011
Expected term 4.6 years
Expected volatility 49.6%
Expected dividend yield 0%
Risk-free interest rate 1.79%
Weighted-average fair value (1) $ 5.30

The following table summarizes stock-based compensation expense recorded during the three months ended March 31, 2011 and 2012 (in
thousands):

Three Months Ended March 31,

2011 2012
Common stock options $ 1,047 $ 691
Restricted stock units 814 934
Total stock-based compensation expense $ 1,861 $ 1,625

The following table summarizes stock-based compensation expense by operating function for the three months ended March 31, 2011 and 2012
(in thousands):

Three Months Ended March 31,

2011 2012
Marketing and advertising $ 246 $ 240
Customer care and enrollment 107 79
Technology and content 455 333
General and administrative 1,053 973
Total stock-based compensation expense $ 1,861 $ 1,625

Note 4 Income Taxes

During the three months ended March 31, 2012, we recorded a provision for income taxes of $1.8 million representing an effective tax rate of
approximately 45.9%. During the three months ended March 31, 2011, we recorded a provision for income taxes of $2.0 million representing
effective tax rates of approximately 49.8%. Our effective tax rates in the three months ended March 31, 2012 and 2011 were higher than
statutory federal and state tax rates due primarily to non-deductible lobbying expenses and tax shortfalls related to share-based payments.

During the three months ended March 31, 2012, we utilized excess federal and state tax benefits related to share-based payments, which resulted
in increases of $0.6 million in Additional paid-in capital in the condensed consolidated balance sheet. During the three months ended March 31,
2011, we utilized excess federal and state tax benefits related to share-based payments, which resulted in increases of $1.1 million in Additional
paid-in capital in the condensed consolidated balance sheet. These amounts are classified in the condensed consolidated statements of cash flows
as both financing cash inflows and operating cash outflows.

15
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EHEALTH, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

Note 5 Net Income Per Share

Basic net income per share is computed by dividing net income by the weighted-average number of common shares outstanding for the period
(excluding shares subject to repurchase). Diluted net income per share is computed by dividing the net income for the period by the weighted
average number of common and common equivalent shares outstanding during the period. Diluted net income per share is computed giving
effect to all potential dilutive common stock, including options, restricted stock and restricted stock units. The dilutive effect of outstanding
awards is reflected in diluted earnings per share by application of the treasury stock method.

The following table sets forth the computation of basic and diluted net income per share (in thousands, except per share amounts):

Three Months Ended March 31,

2011 2012
Basic:
Numerator:
Net income allocated to common stock $ 1,981 $ 2,125
Denominator:
Weighted average number of common stock shares 21,623 19,996
Weighted average number of common stock shares held in treasury (272) (460)
Net weighted average number of common stock shares outstanding 21,351 19,536
Net income per share basic: $ 0.09 $ 0.11
Diluted:
Numerator:
Net income allocated to common stock $ 1,981 $ 2,125
Denominator:
Net weighted average number of common stock shares outstanding 21,351 19,536
Weighted average number of options 665 759
Weighted average number of restricted stock units 36 154
Total common stock shares used in per share calculation 22,052 20,449
Net income per share diluted: $ 0.09 $ 0.10

17
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EHEALTH, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

For each of the three months ended March 31, 2011 and 2012, we had securities outstanding that could potentially dilute earnings per share, but
the shares from the assumed conversion or exercise of these securities were excluded in the computation of diluted net income per share as their
effect would have been anti-dilutive. The number of outstanding weighted average anti-dilutive shares that were excluded from the computation
of diluted net income per share consisted of the following (in thousands):

Three Months Ended March 31,

2011 2012
Common stock options 1,881 1,323
Restricted stock units 100
Total 1,981 1,323

Note 6 Geographic Information and Significant Customers

Geographic Information As of December 31, 2011 and March 31, 2012, our long-lived assets consisted primarily of property and equipment,
goodwill and other indefinite-lived intangible assets and finite-lived intangible assets. Our long-lived assets are attributed to the geographic
location in which they are located. Long-lived assets by geographical area were as follows (in thousands):

As of As of
December 31, March 31,

2011 2012
United States $ 34,469 $ 37,192
China 425 366
Total $ 34,894 $ 37,558

Significant Customers Substantially all revenue for the three months ended March 31, 2011 and 2012 was generated from customers located in
the United States. Carriers representing 10% or more of our total revenue in the three months ended March 31, 2011 and 2012 are presented in

the table below:

Three Months Ended March 31,

2011 2012
Humana 4% 16%
UnitedHealthcare (1) 13% 13%
WellPoint (2) 12% 12%
Aetna 11% 8%

(1)  UnitedHealthcare includes other carriers owned by UnitedHealthcare.

(2) Wellpoint includes other carriers owned by Wellpoint.

Commission revenue attributable to major medical individual and family health insurance plans was approximately 90% and 77% of our
commission revenue in the three months ended March 31, 2011 and 2012, respectively. We define our individual and family plan offerings as
major medical individual and family health insurance plans, which do not include Medicare-related health insurance plan offerings or other
ancillary products such as small business, short-term, stand-alone dental, life and student insurance plan offerings.

18
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As of December 31, 2011, one customer represented 73%, or $5.9 million, of our $8.1 million accounts receivable. As of March 31, 2012, one
customer represented 61%, or $3.8 million, of our $6.2 million outstanding accounts receivable. No other customers represented 10% or more of
our total accounts receivable at December 31, 2011 and March 31, 2012. We believe the potential for collection issues with any of our customers
is minimal as of March 31, 2012.

10
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ITEM2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
In addition to historical information, this Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section
27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. These statements include, among other things,
statements regarding our expectations relating to revenue, sources of revenue, profitability, cost of revenue, seasonality, marketing and
advertising expenses, customer care and enrollment employees and expenses, technology and content expenses, general and administrative
expenses, tax rates and cash outlay for taxes; our potential for collection issues; the timing and amount of our future lease obligations; the
impact of health care reform laws on the health insurance industry and on our business; our plans and expectations relating to our Medicare
business and factors impacting its success; impact of medical loss ratio regulations and commission rate changes; our expectations and
projections relating to membership and commission rates; the timing and source of our Medicare-related revenue; estimates relating to critical
accounting policies and related impact on our financial statements; the sufficiency of our cash and cash equivalents; future capital
requirements, impact of the Supreme Court decision regarding the constitutionality of healthcare reform; expenditures related to the
development of our business; our projections relating to future revenue growth and earnings per share; our future competitors; expansion into
new business areas and additional geographic regions; our need for additional regulatory licenses and approvals; our strategy to market our
ecommerce technology to government entities; as well as other statements regarding our future operations, financial condition, prospects and
business strategies. These forward-looking statements are subject to certain risks and uncertainties that could cause our actual results to differ
materially from those reflected in the forward-looking statements. Factors that could cause or contribute to such differences include, but are not
limited to, those discussed in this report, and in particular, the risks discussed under the heading Risk Factors in Part I, Item 1A of this
report and those discussed in our other Securities and Exchange Commission filings. The following discussion should be read in conjunction
with our Annual Report on Form 10-K as filed with the Securities and Exchange Commission in March 2012, and the audited consolidated
financial statements and related notes contained therein. We undertake no obligation to revise or publicly release the results of any revision to
these forward-looking statements. Given these risks and uncertainties, you are cautioned not to place undue reliance on such forward-looking
statements.

Overview

We are the leading online source of health insurance for individuals, families and small businesses. Through our and our subsidiary s website
addresses (www.eHealth.com, www.eHealthlnsurance.com, www.eHealthMedicare.com and www.PlanPrescriber.com), consumers can get
quotes from leading health insurance carriers, compare plans side-by-side, and apply for and purchase individual and family, Medicare-related,
small business and ancillary health insurance plans. Our ecommerce technology also enables us to deliver consumers health insurance
applications electronically to health insurance carriers. As a result, we simplify and streamline the complex and traditionally paper-intensive
health insurance sales and purchasing process.

We have invested heavily in technology and content related to our ecommerce platform. We have also invested significant time and resources in
obtaining licenses to sell health insurance in all 50 states and the District of Columbia, developing diverse member acquisition programs,
obtaining necessary regulatory approvals of our websites and establishing relationships and appointments with over 180 leading insurance
carriers, enabling us to offer thousands of health insurance plans online. Our ecommerce platforms can be accessed directly through our website
as well as through our network of marketing partners.

We generate revenue primarily from commissions we receive from health insurance carriers whose individual, family, Medicare and small
business health insurance policies are purchased through our ecommerce platform. Commission revenue represented 82% and 85% of total
revenue for the three months ended March 31, 2011 and 2012, respectively. The commission payments we receive for individual, family and
small business health insurance policies are typically a percentage of the premium on an individual, family or small business health insurance
policy that we sold and are typically made to us on a monthly basis for as long as a policy remains active with us.

We actively market the availability of Medicare-related health insurance plans through our online Medicare plan platforms
(www.eHealthMedicare.com and www.PlanPrescriber.com). Our Medicare plan platforms enable consumers to

11

20



Edgar Filing: eHealth, Inc. - Form 10-Q

research and compare Medicare-related health insurance plans, including Medicare Advantage, Medicare Supplement and Medicare Part D
prescription drug plans. Commission payments we receive for Medicare Advantage and Medicare Part D prescription drug plans sold by us are
typically fixed and are earned over a period of up to six years, or longer depending on the carrier arrangement, and are paid to us either monthly
or annually. Medicare commissions we receive are included in commission revenue.

As a result of our commission structure, much of our revenue for a given financial reporting period relates to health insurance plans that we sold
prior to the beginning of the period and is recurring in nature. Additionally, health insurance pricing, which is set by the health insurance carrier
and approved by regulators, is not subject to negotiation or discounting by health insurance carriers or our competitors.

In March 2010, the federal Patient Protection and Affordable Care Act and related amendments in the Health Care and Education Reconciliation
Act were signed into law. These health care reform laws contain provisions that have and will continue to change the health insurance industry
in substantial ways. Among several other provisions, they include a mandate requiring individuals to be insured or face tax penalties; a mandate
that certain employers offer their employees group health insurance coverage or face tax penalties; a requirement that persons 26 years of age
and younger be able to stay on a parent s health insurance plan; prohibitions against insurance companies using pre-existing health conditions as
areason to deny an application for health insurance; establishment of state and/or federal health insurance exchanges to facilitate access to, and
the purchase of, health insurance; subsidies and cost-sharing credits to make health insurance more affordable for those below certain income
levels; and medical loss ratio requirements that require each health insurance carrier to spend a certain percentage of their premium revenue on
reimbursement for clinical services and activities that improve health care quality and, if they do not, to provide rebates to policyholders. While
many aspects of health care reform do not become effective until 2014, health insurance carriers have been required to maintain medical loss
ratios of eighty percent in their individual and family health insurance business since the beginning of 2011. The implementation of the medical
loss ratio requirements by insurance carriers has resulted in a reduction in the commission rates that we are paid as a result of our selling
individual and family health insurance plans. These commission rate changes began to impact our individual and family health insurance plan
commission-based revenue in 2011.

We derive revenue from our online sponsorship and advertising program that allows carriers to purchase advertising space in specific markets in
a sponsorship area on our website. In return, we are typically paid a monthly fee and a performance-based fee based on metrics such as
submitted health insurance applications. We also offer Medicare advertising services, which allow Medicare plan carriers to purchase
advertising on a separate website developed, hosted and maintained by us. In these instances, we are typically paid a fixed, up-front fee, which
we recognize as revenue over the service period.

We derive revenue from licensing the use of our health insurance ecommerce technology. Our technology platform enables health insurance
carriers and agents to market and distribute health insurance plans online. We license our ecommerce technology for use by government
agencies and are currently marketing this technology to states implementing health insurance exchanges as a result of health care reform
legislation.

The Medicare revenue we have generated also includes referral fees paid to us based on Medicare leads generated by our online platforms that
are delivered and sold to third parties. Beginning in June 2012 and thereafter, we intend to directly service most of the Medicare leads we
generate as a health insurance agent while significantly reducing the number of Medicare leads we sell to third parties. To the extent that we
assist in the sale of Medicare-related insurance plans as a health insurance agent, we generate revenue from commissions we receive from health
insurance carriers, rather than one-time referral fees we receive for the sale of Medicare leads.

Sources of Revenue
Commission Revenue

We generate revenue primarily from commissions we receive from health insurance carriers whose health insurance policies are purchased
through us. Commissions for individual, family and small business health insurance policies sold by us generally represent a percentage of the
insurance premium and, to a much lesser extent, commission override payments that insurance carriers pay us for achieving sales volume
thresholds or other objectives. Commission rates vary by carrier and by the type of plan purchased by a member. Commission rates can vary
based upon the amount of time that the policy has been active, with commission rates for individual and family plans typically being higher in
the first twelve months of the policy. After the first twelve months, commission rates generally decline significantly. As a result, if we do not
add a sufficient number of members on new policies, our revenue growth will be negatively impacted. Individuals, families and small businesses
purchasing health insurance through us typically pay their premiums on a monthly basis. Insurance carriers typically pay commissions to us on
these policies monthly, after they receive the premium payment from the member. We
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generally continue to receive the commission payment from the relevant insurance carrier until the health insurance policy is cancelled or we
otherwise do not remain the agent on the policy. As a result, the majority of our commission revenue is recurring in nature.

Our individual and family health insurance plan commission revenue was adversely impacted in 2011 due to the reduction in the commission
rates that we are paid on new policies as a result of our selling individual and family health insurance plans subsequent to the implementation of
the medical loss ratio requirements beginning in 2011 as a result of health care reform legislation. Commission rate changes due to the
implementation of the medical loss ratio requirements applied prospectively to applicable commissions earned on or after January 1, 2011 and
the majority of the changes applied only to commissions earned on new individual and family plan members approved in 2011 and thereafter.
We define a member as an individual covered by an insurance plan, including individual, family, Medicare-related, small business, short-term
and ancillary plans, for which we are entitled to receive compensation. For the majority of individual and family plan members that were
approved prior to the effective date of the commission rate changes, we are being paid commissions at the rates in effect prior to the changes. As
a result, the adverse impact to our overall individual and family health insurance commission rate structure is phasing in as the number of
members approved after the commission rate changes becomes a greater proportion of our individual and family plan membership. Although we
expect our overall individual and family health insurance commission rate structure to stabilize by early 2013, our actual future individual and
family commission rate structure will depend on the mix between individual and family plan members approved prior to the commission rate
changes and those approved after the changes, any future changes to commission rates and the mix of new approved members by state, health
insurance carrier and type of health plan, among other factors. Additionally, other programs that health insurance carriers have supported, such
as commission overrides and our sponsorship and advertising programs, have also been reduced as carriers look to reduce costs to comply with
the new medical loss ratio requirements.

We generally recognize individual, family and small business health insurance plan revenue when commissions are reported to us by a health
insurance carrier, net of an estimate for future forfeiture amounts payable to carriers due to policy cancellations. Commissions are reported to us
by a cash payment and commission statement. We generally receive these communications simultaneously. In instances when we receive the
cash payment and commission statement separately and in different accounting periods, we recognize revenue in the period that we receive the
earliest communication, provided we receive the second corroborating communication shortly after the end of the accounting period. If the
second corroborating communication is not received shortly after the end of the accounting period, we recognize revenue in the period the
second communication is received. We use the data in the commission statements to help identify the members for which we are receiving a
commission payment and the amount received for each member, and to estimate forfeitures payable to carriers. As a result, we recognize the net
amount of compensation earned as the agent in the transaction. Commission override revenue, which we recognize on the same basis as
premium commissions, is generally reported to us in a more irregular pattern than premium commissions. As a result, our revenue for a
particular quarter could be higher or lower than expectations due to the timing of the reporting of commission override revenue to us.

Commission revenue attributable to major medical individual and family health insurance plans was 77% of commission revenue in the three
months ended March 31, 2012 compared to 90% in the three months ended March 31, 2011. The decline was due primarily to an increase in
commission revenue attributable to Medicare insurance plans and to a decrease in individual and family health insurance plans commission
revenue as a result of a decrease in commission rates we are paid on those plans. Major medical individual and family health insurance plans do
not include Medicare-related health insurance plan offerings and do not include other ancillary products such as small business, stand-alone
dental, life and student insurance plan offerings.

During the three months ended March 31, 2012, the number of individuals approved for Medicare insurance and other ancillary products
increased 50% compared to the three months ended March 31, 2011. Partially offsetting this increase was a 1% decrease in the number of
individuals approved for individual and family health insurance during the three months ended March 31, 2012. This decrease was related to a
3% decrease in the number of applications submitted through us for individual and family health insurance during the three months ended
March 31, 2012 compared to the three months ended March 31, 2011. The decrease in the number of applications submitted through us for
individual and family health insurance was impacted by our decision in the second half of 2011 to reduce our marketing and advertising
spending in our online advertising channel relating to those plans given the reduction in the commission rates that we are paid on new individual
and family plans as a result of the implementation of health care reform medical loss ratio requirements.

We actively market the availability of Medicare-related insurance plans through our online Medicare plan platforms
(www.eHealthMedicare.com and www.PlanPrescriber.com). These platforms enable consumers to research and compare Medicare-related
insurance plans, including Medicare Advantage, Medicare Supplement and Medicare Part D prescription drug plans. We offer online application
and telephonic enrollment capabilities for certain Medicare plans. To the extent that
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we assist in the sale of Medicare-related insurance plans as a health insurance agent, through either online applications or telephonically, we
generate revenue from commissions we receive from health insurance carriers. The commission payments we receive for Medicare Supplement
plans are typically a percentage of the premium on the policy that we sold and are paid to us on a monthly basis for as long as a policy remains
active with us. For both Medicare Advantage and Medicare Part D prescription drug plans, we receive a fixed, annual commission from
insurance carriers after the policy is approved by the carrier and either a fixed, monthly commission beginning with and subsequent to the
second policy year for a Medicare Advantage policy or a fixed, annual commission beginning with and subsequent to the second policy year for
a Medicare Part D prescription drug policy. We may earn commission revenue for both Medicare Advantage and Medicare Part D prescription
drug plans typically for a period of up to six years, or longer depending on the carrier arrangement, provided that the policy remains active with
us.

We recognize commission revenue for both Medicare Advantage and Medicare Part D prescription drug plans for the entire policy year once the
annual or first monthly commission amount for the policy year is reported to us by the carrier, net of an estimate for future forfeiture amounts
due to policy cancellations. For commissions paid to us on a monthly basis, we record a receivable for the commission amounts to be received
over the remainder of the policy year, net of an estimate for commission amounts not expected to be collected due to policy cancellations, which
isincluded in Accounts receivable in the accompanying condensed consolidated balance sheets. We continue to receive the commission
payments from the relevant insurance carrier until the earlier of our being notified that the health insurance policy has been cancelled, our no
longer remaining the agent on the policy, or our commission term with the carrier expires, typically up to six years from the effective date of the
policy. We determine that there is persuasive evidence of an arrangement when we have a commission agreement with a health insurance
carrier. Our services are complete when a carrier has approved an application in the initial year and when a member has renewed in a renewal
year. The seller s price is fixed or determinable and collectibility is reasonably assured when a carrier has approved an application and the carrier
reports to us the annual or first monthly renewal commission amount for each policy year.

We expect to recognize a majority of our first year Medicare Advantage and Medicare Part D prescription drug plan commission revenue in the
fourth quarter of each year as a result of the Medicare annual enrollment period, which occurs in the fourth quarter of each year. Additionally,
we recognize a majority of our renewal Medicare Advantage and Medicare Part D prescription drug plan commission revenue in the first quarter
of each year as the majority of policies sold during the annual enrollment period typically renew on January 1 of each year.

We expect commission revenue to increase in absolute dollars in 2012 compared to 2011, primarily as a result of an increase in Medicare-related
commission revenue.

Other Revenue

In addition to the commission revenue we derive from the sale of health insurance plans, we derive other revenue from our online sponsorship
and advertising program, from licensing the use of our ecommerce technology and from generating and delivering leads, primarily for Medicare
plans.

Online Sponsorship and Advertising. We derive revenue from our online sponsorship and advertising program that allows carriers to purchase
advertising space in specific markets in a sponsorship area on our website. In return, we are typically paid a monthly fee and a
performance-based fee based on metrics such as submitted health insurance applications. We also offer advertising services for our Medicare
plan carriers to purchase advertising on a separate website developed, hosted and maintained by us. In these instances, we are typically paid a
fixed, up-front fee, which we recognize as revenue over the service period.

Technology Licensing. We derive revenue from licensing the use of our health insurance ecommerce technology. Our technology platform
enables health insurance carriers and agents to market and distribute health insurance plans online. In our technology licensing business, we are
paid implementation fees and performance-based fees that are based on metrics such as submitted health insurance applications. Typically, we
are paid a one-time implementation fee commencing once the technology is available for use by the third party. In addition, we generate revenue
based on performance criteria that are either measured based on data tracked by us, or based on data tracked by the third party. In instances
where the performance criteria data are tracked by us, we recognize revenue in the period of performance. In instances where the performance
criteria data are tracked by the third party, we recognize revenue when the amounts earned are both fixed and determinable and collection is
reasonably assured. Typically, this occurs through our receipt of a cash payment from the third party along with a detailed statement containing
the data that is tracked by the third party.

We license our technology for use by government agencies and we are currently marketing our ecommerce technology to states implementing
health insurance exchanges as a result of health care reform legislation. In our government systems business, which may also include
information services, we may earn a combination of fixed license fees and time- and materials-based fees or we may be paid performance-based
fees.
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Medicare Lead Referral. Our online Medicare plan platforms (www.eHealthMedicare.com and www.PlanPrescriber.com) enable consumers to
research and compare Medicare-related insurance plans, including Medicare Advantage, Medicare Supplement and Medicare Part D prescription
drug plans. The Medicare-related revenue we have generated includes referral fees paid to us based on Medicare leads generated by our online
platforms that are delivered and sold to third parties. We currently sell these leads to a single lead purchaser. The majority of our lead referral
revenue is generated during the Medicare annual enrollment period, which occurs during the fourth quarter of the calendar year, when we
generate and sell the majority of our Medicare leads. We intend to perform services for a greater number of our Medicare leads ourselves as a
health insurance agent. To the extent that we do so, we will be entitled to receive commissions rather than a one-time referral fee, and we expect
our Medicare lead referral revenue to decline.

We expect other revenue to decline in absolute dollars in 2012 compared to 2011 due primarily to a decrease in Medicare lead referral revenue
as a result of our strategic decision to directly service most of the Medicare leads we generate as a health insurance agent, while significantly
reducing the number of Medicare leads we sell to third parties. As a result of this decision, we expect Medicare-related commission revenue to
increase in 2012. We expect the decline in Medicare lead referral revenue to be partially offset by an increase in online sponsorship and
advertising revenue.

Member Acquisition

An important factor in our revenue growth is the growth of our member base. We have acquired individual and family as well as Medicare
members through transactions with broker partners, whereby these brokers have transferred certain of their existing individual and family plan
and Medicare plan members to us as the broker of record on the underlying policies. In addition, our marketing initiatives are an important
component of our strategy to grow our member base and are focused on three primary member acquisition channels: direct, marketing partners
and online advertising. Our marketing initiatives are primarily designed to encourage consumers to complete an application for health insurance.
In addition, we may refer Medicare-eligible individuals to third parties who may assist them in enrolling in a Medicare plan. Our marketing
channels are as fol