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EXHIBIT 3 
NARRATIVE SUMMARY 

           
Company Name:  Capital District Physicians' Health Plan, Inc. 
NAIC Code:        95491      
SERFF Tracking #:  CAPD-130578678 
Market Segment:   Large Group HMO      
           
Capital District Physicians’ Health Plan, Inc. (CDPHP®) offers a Health Maintenance 
Organization (HMO) product on a community-rated basis to employer groups with 101 or 
more full-time employees. 
 
CDPHP has filed a request for approval by the New York State Department of Financial 
Services for changes to premium rates. Large group HMO policyholders will receive the 
rate adjustments on the policyholder’s next anniversary, on or after January 1, 2017. 
 

Renewals Effective 
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 

Proposed Rate 
Adjustment* 4.99% 5.07% 5.15% 5.24% 
Policyholders Affected 26,377 1,636 3,252 2,699 
Members Affected 56,410 2,944 6,882 5,137 
*Based on current benefits 
 
An overall premium increase is requested due to the following factors: 
 Anticipated changes in medical and pharmacy trend (expected increases in claim 

costs): +6.98% 
 Corrections for prior year pricing due to lower than expected claim trends: -0.77% 
 Risk pool and demographic adjustment: +0.69% 
 Changes in benefits: -0.24% (varies by benefit plan) 
 Changes in administrative expenses and Affordable Care Act (ACA) fees: -1.54% 
 
Medical and pharmacy trends are typically broken into two components, utilization and 
cost. For 2017, CDPHP expects the following increases: 
 

Medical Utilization: 2.2% 
Medical Cost: 3.4%  
Pharmacy Utilization: 1.0%  
Pharmacy Cost: 9.6%  

 
As a not-for-profit health plan, CDPHP takes seriously its responsibility to control rising 
health care costs and be a good steward of your premium dollars. However, we continue 
to battle the rising cost of care, namely on the pharmaceutical and hospital side. This, in 
addition to the increasing use of medical technology, including genetic testing and 
imaging, has created the need to increase premiums.  
CDPHP is anticipating changes in utilization patterns for medical and pharmacy services 
attributable to: 
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 Growth in Enhanced Primary Care (EPC) provider practices and quality 
incentive programs, which will have a favorable impact on inpatient and 
emergency room (ER) services. The EPC program is an innovative 
CDPHP program designed to improve coordination of care, and promote 
delivery of cost-effective services though greater use of technology and 
efficiency in the physician’s office. 

 Movement of services to more cost-effective outpatient settings, such as 
freestanding surgical centers. 

 Behavioral Health programs such as a 24 hour crisis line, readmission 
avoidance, and case management will reduce trends.  

 Expected increase in mental health services due to new behavioral health 
mandates and mental health parity requirements in the ACA. 
 

CDPHP negotiates reimbursement rates with hospitals and professionals on an annual 
basis. CDPHP contracts with CVS Caremark for pharmacy benefit management. CDPHP 
anticipates negotiated rates will follow historical trends for hospital and professional 
services. Increasing costs for specialty drugs, for example, the cost of Hepatitis C 
pharmaceuticals, will continue to exceed historical patterns. 
 
CDPHP reduced administrative costs in 2014, 2015, and 2016; this reduction will have a 
favorable impact on 2017 rates.  
 
Profit assumptions are unchanged from the prior year rates, at 1.5% of premium. 
CDPHP is required by New York State Insurance law to meet a minimum Medical Loss 
Ratio (MLR) standard of 85%. This means that 85% of premiums must be used to cover 
health care costs. CDPHP will exceed this minimum requirement in 2017 with a MLR of 
88.4%. 
 
 
 


