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Narrative Summary of Proposed 2018 Group Premium Rate Adjustments 
 

Background  
 
CareConnect Insurance Company, Inc., New York State’s first provider-owned commercial insurance 
company (NAIC code no. 15309), was founded in 2013 by Northwell Health, the state’s largest health 
care provider. CareConnect is built on customer service and powered by integration into a health care 
delivery system, and its innovative model helps members get the most effective and efficient care 
possible while keeping their costs low. CareConnect offers a broad range of plans on and off New 
York’s marketplace, the New York State of Health (“NYSOH”), to address the needs of individuals, 
families, and small and large groups.   
 
Current Situation  
 
CareConnect believes that health insurance cannot improve anyone’s health if it is financially out of 
reach; therefore, throughout our history, we have worked to keep our plans among the lowest-cost 
options wherever they’re offered, and have even requested rate decreases when possible. However, 
for reasons that are explained below, we must seek significant rate increases for our products in 
2018.   
 
Proposed 2018 Rates  
 
For its small group plans, CareConnect is requesting an 18% average increase in 2018 premium 
rates in the Long Island geographic area and a 23% average increase in 2018 premium rates in the 
New York City geographic area.   
 
Premium Rate Development  
 
In general, premium rates developed by CareConnect must be based on sound actuarial principles 
and cover all medical costs (including, for example, charges for physician visits, inpatient care, 
outpatient care, rehabilitative services, imaging, laboratory tests and prescription drugs); 
administrative costs (including, among other things, the cost of customer service, claims processing, 
system maintenance and upgrades, marketing and member education); claim reserve requirements; 
taxes and regulatory fees (including the New York State premium tax; the covered lives assessment; 
the New York State Health Care Reform Act, or HCRA, surcharge; the New York State 206 
assessment, which helps fund the Department of Financial Services; the risk adjustment user fee; 
IRS provision 9010, or the health insurance providers fee; and the fee to fund the Patient Covered 
Outcomes Research Institute, or PCORI); and also allow for a small margin. 
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Components of Proposed Rate Increase  
 
Our requested 2018 premium rate increase reflects several factors.  
 
Some of these factors are predictable in the world of health insurance, such as the expense of office 
space and the fact that the cost of health care services rises every year. This upward trend is due to 
growth in what’s known as unit cost (the amount hospitals and physicians charge health plans), 
advances in technology (for instance, the use of magnetic resonance imaging, when appropriate, in 
place of X-rays), increases in the utilization of services and treatments, and skyrocketing pharmacy 
costs that can be traced to the availability of new, costly treatments and to industry drug pricing.   
 
Taken together, these predictable factors would produce a relatively small rate increase for 2018. 
However, there is another element that is driving us to request a more significant increase: our 
obligation to reserve money for the federal risk adjustment program. This highly complex program 
was created by the Affordable Care Act, and is designed to require insurers with a relatively healthy 
membership to pay insurers whose membership is sicker. These payments are supposed to “level the 
playing field” so that insurers with sicker, relatively costly members can compete with those whose 
members are healthier. However, because of methodological flaws, the program has in practice 
required smaller, more innovative carriers (such as CareConnect) to essentially subsidize their larger 
competitors. Indeed, we anticipate paying an estimated $124 million in 2017 for our 2016 small group 
risk adjuster liability—almost 49% of the small-group revenue we generated all year. For our 
individual line of business, we expect to pay approximately $24 million this year for our 2016 risk 
adjuster liability, or 17% of the individual premium revenue we generated.   
 
We are gratified that the New York State Department of Financial Services has recognized that the 
federal risk adjustment program has had unintended and inappropriate consequences for health 
insurers in New York, and has issued regulations to help reduce future risk adjuster liabilities. 
However, we are required to include the costs of this program in the calculations that produce our 
2018 rate requests.   
 
Summary 
 
Our proposed rates reflect a number of increases in the cost of providing insurance, most notably the 
astonishing increase in our risk adjuster liabilities. In order to remain in the individual and small group 
markets and continue to offer affordable, innovative, clinically integrated care for our members, we 
must price our insurance products appropriately; therefore, we are requesting rate increases for 2018. 
Based on current membership numbers, these requested increases will affect 49,132 subscribers and 
79,337 members. We believe that the requested rate increases will afford us greater financial stability 
as we continue to bring our vision of clinical integration to life and work to further Northwell Health’s 
not-for-profit mission of improving the health of the community.   
 
Final Rates  
 
New York DFS may approve, deny or amend our requested rate adjustment. 


