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Oregon Health Plans end 2012 with 
Lower Year-Over-Year Net Income
Trillium Community Health Plan Reports Insufficient Capital, CFO Sites Reporting Error

By David Peel
Publisher and Editor
Oregon Healthcare News

Thirteen of the largest Oregon health 
plans recently reported financial re-
sults through the fourth quarter of 
2012 and all but four were profit-
able.  However, net income was 
down from 2011 levels for eleven of 
the thirteen plans and one plan, Tril-
lium Community Health Plan (Tril-
lium), reported a capital level lower 
than state mandated minimums.

Our report on page 3 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 4 presents key 
financial statistics. When the finan-
cial figures on page 3 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 4.  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 avail-

able reports filed with the National 
Association of Insurance Commis-
sioners (NAIC).  Information not 
required to be filed with the NAIC 
(self-insured and some Oregon in-
sured business from smaller, non-
domestic carriers) is not included in 
this report nor is it referenced in this 
article.

Comments from Industry Repre-
sentatives

We asked representatives of the 
plans to provide insight into their 
financial results.  Some plans chose 
not to reply to our request.  How-
ever, others provided valuable com-
ments and these follow, sorted by 
plan size in descending order.

Regence BCBS of Oregon

Regence BCBS of Oregon 2012 
financial results improved over 
the same period in 2011. Regence 
spokesperson Scott Burton said, “In 
an effort to protect our members in 
this period of historic change, Re-
gence set aside more funds than 
proved necessary to settle mem-
bers’ outstanding claims. Over the 
past ten years, Regence BlueCross 
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BlueShield of Oregon has been 
successful in this mission, deliver-
ing an average underwriting gain 
of 0.2%. Our underwriting results 
for 2012 benefited by $24 million, 
or 1.5% of claims, as we paid less 
than expected to settle 2011 claims 
for our members that had yet to be 
submitted or paid. Without this ben-
efit, Regence BlueCross BlueShield 
of Oregon would have reported an 
underwriting loss of $7 million or 
-0.4%.”

Burton continued, “We recognize 
and take seriously our responsibil-
ity to be good stewards of our mem-
bers’ premium dollars and believe 
that our 2012 financial performance 
reflects our continued commitment 
to our nonprofit values and to the 
long-term service of nearly 750,000 
Oregonians and Southwest Wash-
ingtonians.”

PacificSource Health Plans

PacificSource reported a $33 mil-
lion underwriting loss for 2012, an 
unfavorable change of $42.3 mil-
lion from 2011’s underwriting gain 
of $9.3 million.

Peter Davidson, Executive Vice 
President and Chief Financial Of-
ficer, said, “The 2012 underwriting 
loss for PacificSource Health Plans 
was driven by a spike in claims vol-
ume and specific large claim experi-
ence in the fourth quarter. In addi-
tion, we identified particular issues 
with our Idaho business which have 

been addressed. Our government 
lines were stable in 2012.”

Health Net of Oregon

Health Net of Oregon reported 2012 
net income of $10.6 million, down 
from the $21.5 million reported in 
2011.  Spokesperson Brad Kieffer 
explained, “...our health care costs 
were lower in 2011. As the econo-
my improved in 2012, we saw high-
er utilization, and therefore higher 
health care costs.”

Trillium Community Health Plan of 
Oregon

Trillium realized significant growth 
in enrollment and revenues in 2012.  
One of the downsides to rapid growth 
is a state requirement to maintain a 
higher level of statutory capital.  In 
fact, the minimum required Trillium 
statutory capital at the end of 2012 
was $5 million, up from 2011’s $2 
million (required statutory capital 
figures aren’t shown on pages 3 and 
4). The minimum required statutory 
capital is also known as the Autho-
rized Control Level (ACL) or level 
at which state regulators can take 
control of a company.

Trillium noted an error in reporting 
in the 2012 filing and Chief Finan-
cial Officer David Cole explained, 
“In working with our Accountants 
and the State on our NAIC report 
it was discovered that there was an 
error in the Federal and State taxes 
for 2012.  This error overstated our 

Deferred Tax Asset which is a non-
admitted asset.  We will be issuing 
a restatement of our annual NAIC 
report with a capital amount of $5.9 
million and a reduction in our 2012 
taxes of roughly $1.5 million.  The 
OID is aware of this correction and 
we have agreed that we will have 
our restatement into them by some-
time next week (editor’s note: week  
beginning March 10, 2013).”

Concluding Comments

Net income for most plans is down  
from 2011 levels and the pressure is 
on to bring it up.  Rate increases are 
the quickest way to do this and sev-
eral carriers have had recent, large 
requests approved by the Oregon 
Insurance Division.

However, not all rates can be nego-
tiated since a considerable percent-
age of revenue for many plans is 
governmental in nature.  Plans with 
extensive government business and 
nominal capital levels expecting 
rapid growth should plan now to 
increase their capital base.  For ex-
ample, while Trillium says it will 
meet state minimums with its de-
ferred tax asset reclassification, its 
capital level is still just above state 
minimums.

We’ll continue to monitor this vola-
tile time for the plans through our 
periodic reporting. Our next report 
will be during the Summer of 2013 
when first quarter results are avail-
able.
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