MARKETPLACE — KENTUCKY 2017

CareSource Consumer Justifcation Narrative

CareSource Kentucky Co. (CareSource) began offering health exchange coverage in 2015 to Kentucky residents
in 16 counties and in 2016 expanded the number of counties we offer our plans in to a total of 46. For 2017
CareSource will continue to offer health exchange coverage in these counties and has made the decision to
again expand to additional counties. When setting our premium rates in 2015 and 2016, we based our
premiums on information we had from other health insurance products our company offers adjusted for
differences in Kentucky and the individuals purchasing coverage on the marketplace at the time. Another
source of information we used when determining the reasonableness of our 2016 rates was to see what
premium levels were at in the market for 2015 and see how our 2016 results compare. CareSource in 2016 has
very competitive benefit and premium offerings within the Kentucky Marketplace.

CareSource now has one year of experience (2015) from which to base our 2017 premiums. The amount of
premium collected in 2015 was not sufficient to cover all of CareSource’s claims and administrative expenses
incurred by members in the plan during that time period. This imbalance in revenue versus expense to the
plan is the largest contributor to the 25% premium increase requested from 2016 to 2017. Two of the three
federal programs that protected new insurers to the individual marketplace (reinsurance and risk corridors)
are no longer available to plans. The removal of these programs will increase our rates by approximately 4%.
Kentucky’s transition from a State Based Exchange to being supported by the Federally Facilitated
Marketplace contributes around 3% of the increase since those costs were formally covered through other
insurance fees levied by the Commonwealth. Medical and prescription drug inflation make up approximately
5% of the increase as the cost per service and the number of services sought continue to increase. Some of the
additional increase is a result of CareSource entering higher medical cost counties where access to health
services is a challenge. CareSource has committed to serving individuals in these areas understanding that
some of these expansion efforts leads to increased cost for our program. Our mission in each market in which
we operate is to support those most in need of healthcare services. Even with an increase to our premiums we
believe that CareSource’s product offering in Kentucky will be competitive amongst the options that will be
available to consumers in 2017.




