
Washington State Health Plans end 2012 
with Mixed Financial Results
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Fifteen of the largest domestic 
health plans in Washington State 
recently filed 2012 financial reports 
and the results were mixed with 8 
plans reporting lower net income 
and 7 plans reporting higher net in-
come when compared to 2011 lev-
els.  

One plan, SoundPath Health, re-
ported a capital level just $400 
thousand over state required mini-
mums. In October 2012, Soundpath 
announced a new partnership with 

Catholic Health Initiatives (CHI) 
where CHI would make a com-
mitment to invest in excess of $24 
million in exchange for a majority 
interest.  According to Bob Peters, 
Interim CFO, the OIC approved the 
partnership and funding to capi-
talize the company on March 1st 
and the transaction closed in early 
March 2013. Some of the money 
went to purchase a control posi-
tion from existing shareholders and 
the balance went to bolster Sound-
Path Health capital levels. The new 
capital will be reflected in their first 
quarter 2013 filing.

Our report on page 4 highlights 
financial results and shows mem-
ber months (the combined total of 
month ending membership for each 
12 month period), total revenues, 
net underwriting gain (loss), invest-
ment gain (loss), net income (loss) 
and statutory capital.

Our report on page 5 presents key 
financial statistics. When the finan-
cial figures on page 4 are divided by 
member months, a monthly average 
is obtained that is valuable in com-
paring one plan to another.  These 
“per member per month” averages 

are presented in the middle section 
of the page. 

Finally, we present statutory capi-
tal per average member in the right 
hand section of page 5.  This is es-
sentially the amount of “cushion” 
on a per member basis a company 
has available to cover insufficient 
estimates of costs. Alternatively, 
this is the liquidating value of the 
company per average member.

There are significant differences in 
the type of membership each plan 
serves. Keep this in mind as you 
analyze the numbers.

All information in this report was 
obtained through publicly available 
reports filed with the Washington 
State Office of Insurance Commis-
sioner (OIC).  Information not re-
quired to be filed with the OIC (self-
insured and some insured business 
from smaller, non-domestic carri-
ers) is not included in this report nor 
is it referenced in this article.

Comments from Industry Repre-
sentatives

We asked representatives of the 

®
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plans to provide insight into their fi-
nancial results.  We also asked them 
to comment on the Washington State 
Office of Insurance Commissioner 
initiated HB 1349.  This bill would 
allow the Insurance Commissioner 
to take into account a non-profit in-
surance company’s statutory capital 
level when approving their premium 
rate increase filing.  Companies that 
operate their own healthcare facili-
ties (i.e. Group Health Cooperative) 
would be exempt from this bill.  

Some plans chose not to reply to our 
request.  However, others provided 
valuable comments and these fol-
low, sorted by plan size in descend-
ing order.

Premera (Premera Blue Cross and 
Lifewise Health Plan of Washing-
ton)

Strong financial results continued 
for Premera Blue Cross although 
there were decreases in net under-
writing gain, investment gain and 
net income. Premera Spokesperson 
Eric Earling said, “Premera’s finan-
cial results in 2012 were influenced 
by two key factors: one, an increase 
in utilization of medical services, up 
from atypically low levels of utili-
zation in 2010 and 2011. Second, 
we increased investments in stra-
tegic initiatives as we prepare for 
the new market conditions created 
by federal healthcare reform. These 
strong results leave us well posi-
tioned to implement federal health-
care reform as smoothly as possible 
for our customers.”

Earling also stated Premera’s posi-
tion on HB 1349, “Premera opposes 
legislation proposed by the OIC that 
would drain reserves by artificially 
suppressing rates. It’s important to 
remember that while debates about 

reserves have focused on Premera 
Blue Cross’s reserves that support 
our membership in the employer 
market, all health plans serving the 
individual market in Washington 
have been losing money in 2011 and 
2012. Our primary individual brand, 
LifeWise Health Plan of Washing-
ton, lost over $20 million in 2011 
and 2012.1 While LifeWise remains 
well-capitalized, its reserves at the 
end of 2012 were approximately 
$46.2 million. Suppressing indi-
vidual rates to further drain those 
reserves as the OIC’s proposal de-
scribes would not be prudent, espe-
cially in advance of the significant 
expansion of the individual market 
under federal healthcare reform 
and the risks that go with it. The 
unknowns of implementing federal 
healthcare reform are an important 
reminder of the value of prudent re-
serves to ensure the health plan can 
pay claims in all manner of circum-
stances, including disrupted market 
conditions, as well as make invest-
ments in new and additional servic-
es for our customers.”

Regence

Regence ended 2012 with much 
better results than 2011 including 
net income of $30 million.

With regard to HB 1349, Spokes-
person Rachelle Cunningham said, 
“We believe that leveraging capital 
reserves to suppress rates is not a 
sustainable strategy. Risking long-
term insurer solvency for a tempo-
rary illusion of affordability threat-
ens the health security of millions of 
Washingtonians.”

She continued, “Capital reserves 
are critical in the next few years as 
numerous provisions under the Af-
fordable Care Act become effective. 

In 2014 major benefit and coverage 
expansions begin. Pent-up demand 
is anticipated for prescription drugs 
and physician and clinical services. 
All insurers including Medicaid, the 
Washington State Health Insurance 
Pool and Washington Basic Health 
need to be prepared to pay those 
claims.”

Cunningham concluded, “Addition-
al state regulation is unnecessary 
because health insurers must hold 
a minimum amount in reserves; 
and one of the most important con-
sumer protections in the Affordable 
Care Act is the regulation of insur-
ers’ medical loss ratios. The law re-
quires that health insurers pay out 
at least 80 percent of premiums for 
medical claims. Insurers that pay 
out less must rebate the difference 
to members.”

Group Health (Includes Group 
Health Cooperative and Group 
Health Options)

Group Health Cooperative ended 
2012 with $4.4 million in net in-
come, $18 million better than 
2011’s net loss of $13.6 million. In-
terim Chief Financial Officer Scott 
Boyd said, “Group Health has been 
implementing a large scale cost re-
duction program to improve results. 
We began to see the benefits of this 
improvement in 2012 and will see it 
continuing into 2013.”

Group Health statutory capital de-
creased $51 million in 2012.  Boyd 
said, “This is due to our pension 
plan costs. Like all pension plan 
providers, we are seeing the contin-
ued impacts of the low interest rate 
environment.  It is causing the pen-
sion liability to increase and this is 
seen on the balance sheet as versus 
the income statement, so capital de-
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clines despite a small positive net 
income.”

Group Health Options (GHO) re-
ported a loss of $8.2 million for 
2012 on revenues of over $1 billion. 
Boyd explained, “GHO has gone 
from a small gain to a small loss be-
tween the two years.  This is within 
the range of performance volatility.  
Claims experience has been higher 
than anticipated. Cost improvement 
efforts in the organization will im-
pact GHO as well, but have been 
slower to be realized in GHO than 
they have in Group Health.”

Molina Healthcare of Washington

Molina Healthcare of Washington 
experienced rapid growth in 2012 
with member months increasing 
from 4.2 million to 4.6 million.  

Molina Healthcare of Washington 
President Bela Biro said, “Molina 
Healthcare has been serving benefi-
ciaries in the state of Washington for 
over 10 years, and our track record 
of providing quality care through 
our network of provider partners 
has helped us grow steadily. Mo-
lina Healthcare is also very active 
in the community – supporting and 
working closely with community 
partners that serve the same popula-
tion.”

Concluding Comments

Healthcare reform is in full swing 
and the results are showing up in 
financial reports. We’ll continue to 
see large variances the next couple 
of years as significant numbers of 
new people come into the insur-
ance system and costs remain dif-

ficult to predict.

Look for insurance companies to 
continue to butt heads with the In-
surance department on rate increas-
es. 

Of significant concern to the larger 
plans that don’t operate health care 
facilities is the OIC’s belief, dem-
onstrated by HB 1349, that accumu-
lated reserves on non-profit insur-
ance company books should factor 
into rate increase approval deci-
sions.  If this bill is passed expect to 
see significant losses for plans until 
reserves are burned down to levels 
compliant with any new legislation.

1Individual results aren’t reported separate-
ly in our reports on pages 4 and 5.
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