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Northwest Health Insurance Industry Capital Drops $595 Million in 2008

By David Peel
Publisher and Editor
Washington Healthcare News

It wasn't long ago that many regu-
lators, legislators, providers and 
other interested parties viewed the 
statutory capital held by some of 
the larger health insurance compa-
nies as excessive.  In some com-
panies these capital balances were 
more than three times that required 
by law. 
State insurance departments have 
been under pressure to moderate 
rate increases so asking the health 
insurance companies to offset pre-
mium increases through capital  re-
ductions seemed like a good idea. 
For example, in an agreement with 
Colorado Insurance Commissioner 
Marcy Morrison in 2008, Kaiser 
Permanente Colorado reduced it's 
nearly $500 million in statutory 

capital by giving subscribers pre-
mium credits and making invest-
ments in new facilities.  
Times have changed.  The col-
lapse of the stock markets in 2008 
provided a good example of how 
quickly excessive capital can be-
come required capital.
Insurance companies are required 
to file an annual financial state-
ment on March 1st of each year 
for the preceding year.  We sum-
marized key information from the 
2008 filings for Washington, Or-
egon, Idaho and Montana health 
insurance companies with the goal 
of looking at the picture region-
ally rather than by individual state.  
Our report is presented on page 2.
Most of the $595 million drop in 
capital came from unrealized loss-
es associated with the collapse of 
the stock markets.  Health insur-
ance companies own large stock 
portfolios and they, like other in-
vestors, saw them deteriorate.  If 

the stock markets don’t bounce 
back quickly then realized losses 
will need to be recorded and 2009 
net income levels will be negative-
ly impacted.  
Changes to enrollment and net in-
come also provided interesting in-
formation.    
Enrollment was relatively stable 
with the exception of the 329 thou-
sand drop in enrollment reported 
by Regence BCBS of Oregon.  Ac-
cording to a Regence representa-
tive, this was driven by their loss 
of the Oregon Educators Benefit 
Board (OEBB) account.
Northwest industry-wide net in-
come dropped $388 million from 
2007 to 2008.  Health insurance 
companies tend to incur profits (or 
losses) in three to five year incre-
mental periods called underwriting 
cycles.  The industry was profitable 
in 2008 but a drop in net income of 
this magnitude could indicate slip-
page into a down cycle.   

Drop is temporary if stock markets rebound in 2009

Visit wahcnews.com for current career opportunities

Reprinted with permission from the Washington Healthcare News.  To learn more about the Washington 
Healthcare News visit wahcnews.com.
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