Significant Customers

Centene receives the majonty of its under or sub with state Medicaid d care The current expire on various dates between February 28, 2017 and December 31, 2022. Customers where the
aggregate annual contract rever exceeded 10% of total anmal revenues included the state of Califorma, where the percentage of the Company's total revenme was 21%, 3% and 2% for the years ended December 31, 2016, 2015 and 2014, respectively; the
state of Florida, where the percentage of the Company’s total revenue was 14% for the years ended December 31, 2015 and 2014; and the state of Texas, where the percentage of the Company's total reverme was 13%, 22% and 25% for the years ended
December 31, 2016, 2015 and 2014, respectively. The decrease mn the revenue percentage for the state of Texas compared to prior periods 1s attnbutable to the overall growth m the Company’s revenues as a result of the Health Net acquisition.

Other Income (Expense)

Other income incipally of i income, interest expense and equity method eamings from mvestments. Investment income is dertved from the Company’s cash, cash equival icted deposits and investments. Interest
mmwmmhmmmmm credit facilities, interest on capital leases and credit facility fees.

Income Taxes
Deferred tax assets and liabilities are ded for the future tax tbutable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities

are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and hiabilities of a change mn tax law or tax rates 1s
recognized in income in the period that includes the enactment date.

Val 1l d when 1t 15 considered more likely than not that deferred tax assets will not be realized In ds ming if a deductibl ry difference or net operating loss can be realized, the Company considers future reversals
ofmsungmb]ehuupcnrydlm future taxable income, taxable income in prior carryback periods and tax planning strategies.
Contingencies
The Company accrues for loss i 1 iated with ding litigation, claims and for which it has d ined it 15 probable that a loss i exists and the amount of loss can be reasonably estimated. The Company
fessional fees 1ated with litization claims and assessments as incurred.
Stock Based Compensation

The fair value of the Company's employee share options and similar instruments are estimated using the Black-Scholes option-pricing model. That cost is recognized over the period during which an employee 1s required to provide service in exchange
fu&ezward.Mwwmwmmmmm”a@mhmmmhhmmmﬂ 2015 and 2014 and as a cash inflow from operating activities for the year ended December 31, 2016

due to the Tve ad of empl share-based ad: m 2016. The Company accounts for forfeitures when they occur.
Foreign Currency Translation
MMwamMmﬂwmmwmmmwsAmhmthﬁmmMﬁMmu&hﬁsmﬂWd&

C ’s are 1} ’mUmdSmddhsnﬁebﬂmshutdathmpmy 1 share of earnings using average rates duning the year. The lting foreign y i are dedasa

separate of lated other h income.



Highlight

Highlight


10-K 1 form10-k.htm FORM 10-K

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
‘Washington, D.C. 20549

Form 10-K

(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2016

or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to
Commission file number: 001-31826
Centene Corporation
(Exact name of registrant as specified in its charter)
Delaware 42-1406317
(State or other jurisdiction of incorporation or organization) (LR S. Employer Identification Number)
7700 Forsyth Boulevard
St. Louis, Missouri 63105
(Address of principal executive offices) (Zip Code)
Registrant's telephone number, including area code: (314) 725-4477
Securities registered pursuant to Section 12(b) of the Act:
Common Stock, $0.001 Par Value New York Stock Exchange

Title of Each Class Name of Each Exchange on Which Registered

Securities registered pursuant to Section 12(g) of the Act:
None
(Title of Each Class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes No O

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes 0  No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has
been subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter
period that the registrant was require to submit and post such files). Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K.

Indicate by check mark whether the registrant is a large d filer, an filer, a filer, or a smaller reporting company. See the defini of “large d filer”, * filer” and “small reporting company” in Rule 12b-2 of the Exchange

Act.

X Large accelerated filer O  Accelerated filer

O Non-accelerated filer (do not check if a smaller reporting company) O Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes 0 No
The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant, based upon the last reported sale price of the common stock on the New York Stock Exchange on June 30, 2016, was $12.2 billion.
As of February 17, 2017, the registrant had 172,028,161 shares of common stock issued and outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statement for the registrant's 2017 annual meeting of stockholders are incorporated by reference in Part ITI, Items 10, 11, 12, 13 and 14.
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OUR COMPETITIVE STRENGTHS

Our approach is based on the following key attributes

*  Strong Historic Operating Performance. We have increased revenues as we have grown in existing markets, expanded into new markets and broadened our product offerings. We entered the Wisconsin market in 1984 as a single health plan and
have grown to serve 29 states. Our operating performance has been demonstrated by the following

% Change

2016 2015 2015 - 2016
Total membership (in millions) 11.4 5.1 124%
Total revenues ($ in billions) $ 40.6 $ 22.8 78%
Net earnings from continuing operations attributable to Centene Corporation ($ in millions) S 559 S 356 57%
Diluted earnings per share (EPS) $ 3.41 $ 2.89 18%
Adjusted Diluted EPS $ 4.43 S 3.14 41%
Adjusted EBITDA $ 1,804 $ 921 96%

For the year ended December 31, 2016, total revenues of $40.6 billion produced a five year Compound Annual Growth Rate (CAGR) of 51%.

«  Innovative Technology and Scalable Systems. The ability to access data and translate it into meaningful information is essential to operating across a multi-state service area in a cost-effective manner. Our centralized information systems support
our core processing functions under a set of integrated datat and are designed to be both replicable and scalable to accommodate organic growth and growth from acquisitions. We continue to enhance our systems in order to leverage the
platform we have developed for our existing states for configuration into new states or health plan acquisitions. We believe our predictive modeling technology enables our medical management operations to proactively case and disease manage
specific high risk members. It can recommend medical care opportunities using a mix of company defined algorithms and evidence based medical guidelines. Interventions are determined by the clinical indicators, the ability to improve health
outcomes, and the risk profile of members. We believe our integrated approach helps to assure that consistent sources of claim and member information are provided across all of our health plans. Our membership and claims processing system is

capable of expanding to support additional members in an efficient manner.

«  Expertise in Government Sponsored Programs. For more than 30 years, we have developed a specialized government services expertise that has helped us establish and maintain relationships with members, providers and state governments. We
have implemented programs developed to achieve savings for state governments and improve medical outcomes for members by reducing inappropriate emergency room use, inpatient days and high cost interventions, as well as by managing care
of chronic illnesses. We work with state agencies in order to maximize the effectiveness of their p Our h is to plish this while maintaini deq levels of provider compensation and protecting our profitability.

id id and Medicaid-related d

d care izations. In addition to our Medi

*  Diversified Business Lines. We continue to broaden our service offerings to address areas that we believe have been traditionally under-served by Medi
care services, our service offerings include behavioral health management, care management software, correctional healthcare services, dental benefits management, Commercial, in-home health services, life and health management, managed
vision, pharmacy benefits management, specialty pharmacy and telehealth services. With the acquisition of Health Net, we further broadened our service offerings in 2016, which added government-sponsored care under its federal contracts with
the Department of Defense and the U.S. Department of Veterans Affairs (VA), as well as Medicare Advantage. Through the utilization of a multi-business line approach, we are able to improve the quality of care, improve outcomes, diversify our

revenues and help control our medical costs.
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