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215����
9JCV�FQ�VJG[�CNN�OGCP!��6JG�KPUVTWEVQTU�JGNR�VJG�OCPCIGF�ECTG�PGQRJ[VG
WPFGTUVCPF�VJG�FKHHGTGPEGU�DGVYGGP�VJG�XCTKQWU�RTQXKFGT�EGPVGTGF�OCPCIGF�ECTG
GPVKVKGU�

/T��6KOQVJ[�/��4QUU���)TCF[�%CVVGTCNN�YKNN�DG�NGCFKPI�QHH��FKUEWUUKPI�VJG
RWTEJCUGTUç�UKFG�QH�/%1U��CPF�VJGP�+�YKNN�DG�HQNNQYKPI�WR�YKVJ�C�RTQXKFGT
RGTURGEVKXG�QP�/%1U�

/T��)TCF[�%��%CVVGTCNN��*QY�YQWNF�C�RNCP�URQPUQT��QT��KP�UQOG�ECUGU��CP�KPFKXKFWCN
NQQM�CV�VJG�FKHHGTGPV�/%1U�VJCV�CTG�CXCKNCDNG!��*QY�YQWNF�JG�QT�UJG�VT[�VQ�FGEKFG
DGVYGGP�VJGO!

(KTUV��+	F�NKMG�VQ�IKXG�C�FGHKPKVKQP�QH�OCPCIGF�ECTG���6JGP�+	NN�DG�VCNMKPI�CDQWV�VJG
EJCTCEVGTKUVKEU�QH�/%1U��+	NN�DG�RTGUGPVKPI�VJG�OGPW�QH�RNCPU�CXCKNCDNG�CPF�VJGP�C
HGY�EQPENWFKPI�QDUGTXCVKQPU�

#U�+�UCKF��OCPCIGF�ECTG�KU�C�PGDWNQWU�EQPEGRV���+V�OGCPU�FKHHGTGPV�VJKPIU�VQ�FKHHGTGPV
RGQRNG���(KTUV��YG�JCXG�VQ�FGHKPG�YJCV�KU�DGKPI�OCPCIGF���5GEQPF��KV	U�JGNRHWN�VQ
NQQM�CV�YJCV�KU�PQV�OCPCIGF�ECTG���6JG�RTKPEKRNG�QH�OCPCIGF�ECTG�KU�VQ�OCPCIG�VJG
EQUV�QH�ECTG���;QW�CNUQ�YCPV�VQ�OCPCIG�VJG�SWCNKV[��VJG�FGNKXGT[��CPF�UQ�HQTVJ��DWV
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VJG�QXGTTKFKPI�KORWNUG�VJCV�FTKXGU�RNCP�URQPUQTU�VQ�CFQRV�C�OCPCIGF�ECTG�RNCP�KU�VQ
TGKP�KP�VJGKT�EQUVU���6JCV�DTKPIU�WU�VQ�VJG�UGEQPFCT[�IQCN��YJKEJ�KU�VQ�OCPCIG�VJG
SWCNKV[�QH�ECTG���+P�RCTV��VJCV�KU�C�TGCEVKQP�VQ�VJG�EQUV�KORGTCVKXG���9JGP�[QW�TGFWEG
VJG�EQUV��[QW	TG�KP�FCPIGT�QH�TGFWEKPI�SWCNKV[��RNCP�URQPUQTU��CPF�GURGEKCNN[�RNCP
OGODGTU��FQP	V�YCPV�VJCV�VQ�JCRRGP���5GEQPF��RNCP�URQPUQTU�JCXG�TGCNK\GF�VJCV
SWCNKV[�ECTG�OGCPU�JGCNVJKGT�OGODGTU��CPF�VJCV�OGCPU�NQYGT�EQUVU�KP�VJG�NQPI�TWP��
;QW�YQP	V�UGG�UCXKPIU�KP�VJG�HKTUV�[GCT�PGEGUUCTKN[��DWV�GXGPVWCNN[�[QW�UJQWNF���

/CPCIGF�ECTG�KU�CP�CVVGORV�VQ�NKOKV�QT�EQPVTQN�QPG�QT�OQTG�QH�VJG�HQNNQYKPI��RTKEG�
WVKNK\CVKQP��QT�OQFG�QH�FGNKXGT[���6JG�RTKEG�QH�JGCNVJ�ECTG�UGTXKEGU�KU�UKORN[�VJG�HGGU
VJCV�FQEVQTU�CPF�JQURKVCNU�EJCTIG���+P�UQOG�ECUGU��RTKEG�EQPVTQN�OGCPU�FKUEQWPVU��KP
QVJGT�ECUGU��KV�OGCPU�TGRCEMCIKPI�VJQUG�HGGU�CU�RGT�FKGOU�QT�ECRKVCVKQP�RC[OGPVU��
6JG�UGEQPF�VJKPI�KU�VQ�EQPVTQN�VJG�WVKNK\CVKQP�QH�JGCNVJ�ECTG�UGTXKEGU���9G�YCPV�VQ
EQPVTQN�CEEGUU�VQ�JGCNVJ�ECTG�UQ�VJCV�RGQRNG�WUG�UGTXKEGU�YJGP�CRRTQRTKCVG�CPF�WUG
VJG�CRRTQRTKCVG�NGXGN�QH�UGTXKEGU���9G�FQPçV�YCPV�VJGO�VQ�QXGTFQ�KV���(KPCNN[��YG
YCPV�VQ�EQPVTQN�QT�OCPCIG�VJG�FGNKXGT[�QH�JGCNVJ�ECTGåJQY�KV�KU�FGNKXGTGF��CPF�JQY
KV�KU�TGEGKXGF�D[�VJG�RCVKGPV��

/CPCIGF�ECTG�KU�PQV�KPFGOPKV[�EQXGTCIG��WPFGT�YJKEJ�VJG�RNCP�TGKODWTUGU�VJG
OGODGT�HQT�VJG�HWNN�EQUV�QH�UGTXKEGU��TGICTFNGUU�QH�YJQ�RTQXKFGU�VJGO���;QW�FQP	V
JCXG�VQ�YQTT[�CDQWV�KP�PGVYQTM�XGTUWU�QWV�QH�PGVYQTM���6JGTG�CTGP	V�CP[�URGEKCN
TGIWNCVKQPU�VJCV�[QW�JCXG�VQ�HQNNQY�KP�QTFGT�VQ�IGV�VJG�ECTG�VJCV�[QW�YCPV���6JG
UGEQPF�HGCVWTG�QH�KPFGOPKV[�EQXGTCIG�KU�HGG�HQT�UGTXKEG�DKNNKPI��WPFGT�YJKEJ
RTQXKFGTU�EJCTIG�HQT�GCEJ�UGTXKEG�CPF�EJCTIGU�CTG�DKNNGF�YJGP�VJG�UGTXKEG�KU
TGPFGTGF��PQV�YJGP�C�OGODGT�KU�GPTQNNGF���6JGTG	U�PQ�CFXCPEG�RTGRC[OGPV�WPFGT
VJKU�CTTCPIGOGPV��

.GVçU�FKUEWUU�VJG�OCKP�EJCTCEVGTKUVKEU�QH�/%1U���(KTUV��VJGTG�CTG�WUWCNN[�URGEKCN
RTKEKPI�CTTCPIGOGPVU�YKVJ�RTQXKFGTU���6JGTG�KU�CNUQ�C�NKOKV�QP�VJG�EJQKEG�QH
RTQXKFGTU��OGCPKPI�VJGTG	U�C�UGV�ITQWR�QH�RTQXKFGTU�VJCV�RNCP�OGODGTU�ECP�IQ�VQ���+P
CP�/%1��[QW�JCXG�C�NKOKV�QP�CEEGUU�VQ�URGEKHKE�UGTXKEGU���6JCV�OKIJV�OGCP�VJCV�KP
QTFGT�VQ�UGG�C�URGEKCNKUV��QT�KP�QTFGT�VQ�DG�JQURKVCNK\GF�HQT�CP�GNGEVKXG�RTQEGFWTG�
[QW	NN�JCXG�VQ�IQ�VJTQWIJ�VJG�RNCP	U�URGEKCN�RTQEGFWTGU���(KPCNN[��VJGTG	U�SWCNKV[
EQPVTQN��QT�CV�NGCUV�EQQTFKPCVKQP�QH�VJG�ECTG�VJCV�RCVKGPVU�TGEGKXG��

6JG�URGEKCN�RTKEKPI�CTTCPIGOGPVU�EQOG�KP�VYQ�RTKPEKRCN�HQTOU���1PG�KU�C�FKUEQWPV
QHH�VJG�UVCPFCTF��HGG�HQT�UGTXKEG�TCVGU���+P�VJCV�ECUG��VJG�RTQXKFGT�KU�UVKNN�EJCTIKPI�HQT
GCEJ�UGTXKEG�VJCV�JG�QT�UJG�RGTHQTOU��DWV�VJG�RCVKGPV�KU�EJCTIGF�CV�C�NQYGT�TCVG���6JG
UGEQPF�OCLQT�HQTO�QH�RC[OGPV�KU�ECRKVCVKQP���2GT�ECRKVC�HNCV�RTGRC[OGPV�KU�WUWCNN[
RGT�OGODGT�RGT�OQPVJ�
2/2/����+P�UQOG�ECUGU��KV	U�RGT�ECUG�QT�RGT�GRKUQFG���(QT
GZCORNG��UQOGVKOGU�VJGTG�YKNN�DG�C�UGV�TCVG�HQT�C�PQTOCN�FGNKXGT[��JGCTV�D[RCUU
UWTIGT[��CPF�UQ�HQTVJ���6JGTG�KU�C�NKOKV�QP�VJG�EJQKEG�QH�RTQXKFGTU��VJCV�KU��VJG



6JG�#NRJCDGV�5QWR�QH�/CPCIGF�%CTG�1TICPK\CVKQPU �

RTQXKFGT�PGVYQTM�VJCV�KU�RCTV�QH�VJG�RNCP�KU�C�UWDUGV�QH�VJG�VQVCN�RTQXKFGT�RQRWNCVKQP��
+V�FQGU�PQV�KPENWFG�CNN�QH�VJG�RTQXKFGTU�KP�VJG�CTGC��CNVJQWIJ�KP�UQOG�ECUGU��UQOG
RNCPU�VT[�VQ�CEJKGXG�UQOGVJKPI�CRRTQCEJKPI�VJCV���5GEQPF��UGTXKEGU�VJCV�CTG�TGEGKXGF
HTQO�PQP�PGVYQTM�RTQXKFGTU�CTG�TGKODWTUGF�GKVJGT�CV�C�NQYGT�NGXGN�QT�PQV�CV�CNN�
GZEGRV�HQT�GOGTIGPEKGU���6JG�RTQXKFGT�RCPGN�OC[�DG�QRGP�QT�ENQUGF���+H�KV	U�CP�QRGP
RCPGN�VJCV�OGCPU�VJCV�RTQXKFGTU�YJQ�CTG�PQV�YKVJKP�VJG�RTQXKFGT�PGVYQTM�ECP�LQKP�KH
VJG[�OGGV�VJG�/%1�VGTOU���+H�KV	U�ENQUGF�VJCV�OGCPU�VJG�/%1�KU�EQPVTCEVKPI�YKVJ�C
URGEKHKE�ITQWR�QH�RTQXKFGTU���;QW�FQ�PQV�JCXG�VJG�UKVWCVKQP�YJGTG�CP[�QVJGT�RTQXKFGT
KP�VJG�EQOOWPKV[�ECP�LWUV�LQKP�D[�UKIPKPI�QP�VJG�FQVVGF�NKPG���+H�[QW�JCXG�CP�QRGP
RCPGN�/%1��VJGP�KV�KU�RQUUKDNG�HQT�QPG�RTQXKFGT�VQ�DGNQPI�VQ�UGXGTCN�RNCP�PGVYQTMU��
/CP[�QH�[QW�YJQ�CTG�KP�CP�/%1�YKNN�DG�HCOKNKCT�YKVJ�VJCV���;QWT�FQEVQT�OKIJV�DG�C
OGODGT�QH�#GVPC	U��2TWFGPVKCNçU��QT�7PKVGF�*GCNVJ%CTGçU�PGVYQTM��UQ�KV�CFFU�VQ�VJG
EQPHWUKQP�UQOGVKOGU�

%JCTV���UJQYU�C�UEJGOCVKE�QH�VJG�ENQUGF�RCPGN�/%1���1PG�/%1�EQPVTCEVU�YKVJ
)TQWR�#���6JG�NKVVNG�ZçU�CTG�CNN�VJG�RJ[UKEKCPU�QT�QVJGT�RTQXKFGTU���/GODGTU�QH�VJKU
/%1�OWUV�TGEGKXG�VJGKT�UGTXKEGU�HTQO�VJGUG�RTQXKFGTU��CPF�VJG�RTQXKFGTU�YJQ�CTG
QWVUKFG�
YJGVJGT�VJG[�CTG�KPFGRGPFGPV�RTQXKFGTU�QT�RCTVU�QH�ITQWRU��ECP	V�UKIP�WR
JGTG�WPNGUU�VJG[�CEVWCNN[�LQKP�)TQWR�#���+V	U�RQUUKDNG�VQ�JCXG�C�ENQUGF�RCPGN�RNCP
YKVJ�OQTG�VJCP�QPG�RTQXKFGT�ITQWR��DWV�KH�KV	U�C�ENQUGF�RCPGN�UKVWCVKQP��VJGP�VJG
RTQXKFGTU�QWVUKFG�YQWNF�JCXG�VQ�LQKP�QPG�QH�VJGUG�ITQWRU�KP�QTFGT�VQ�UGTXG�VJCV
RNCP	U�OGODGTU���$[�EQPVTCUV��KH�[QW�JCXG�CP�QRGP�RCPGN�UKVWCVKQP�VJGP�[QW�ECP
JCXG�QXGTNCRRKPI�RTQXKFGT�RCPGNU�
%JCTV������*GTG�)TQWRU�$�CPF�%�UGTXG�DQVJ
/%1U���6JG�UGEQPF�HGCVWTG�KU�VJCV�VJGUG�RTQXKFGTU�QWVUKFG�QH�)TQWRU�$�CPF�%��KH
VJG[�OGGV�VJG�EQPFKVKQPU�QH�VJG�/%1��ECP�LQKP�VJG�QTICPK\CVKQP�GKVJGT�CU�CP
KPFGRGPFGPV�RTQXKFGT��QT�KH�VJG�ITQWR�CNNQYU��VJG[�ECP�LQKP�QPG�QH�VJG�RTGGZKUVKPI
ITQWRU���6JG�QVJGT�VJKPI�VJCV�ECP�JCRRGP�KU�VJCV�VJG[�ECP�CNYC[U�LQKP�VJG�UGEQPF
/%1�QT�XKEG�XGTUC��

6JG�UGEQPF�OCLQT�EJCTCEVGTKUVKE�KU�NKOKV�QP�CEEGUU�URGEKHKE�UGTXKEGU���6JKU�IQGU�WPFGT
OCP[�PCOGU��UWEJ�CU�RTGEGTVKHKECVKQP��YJGTG�[QW�OKIJV�JCXG�VQ�ECNN�UQOGQPG�CV�VJG
RNCP	U�QHHKEG�DGHQTG�[QW�JCXG�GNGEVKXG�JQURKVCNK\CVKQP���2TKQT�CWVJQTK\CVKQP
RCTVKEWNCTN[�CRRNKGU�VQ�OCPCIGF�RJCTOCE[�RTQITCOU���7VKNK\CVKQP�OCPCIGOGPV�
7/�
CPF�WVKNK\CVKQP�TGXKGY�
74��CTG�YC[U�QH�EQPVTQNNKPI�CEEGUU�VQ�URGEKHKE�UGTXKEGU���7/
CPF�74�WUWCNN[�KPXQNXG�EGTVCKP�CFOKPKUVTCVKXG�RTQEGFWTGU�VJCV�C�OGODGT�JCU�VQ�IQ
VJTQWIJ�KP�QTFGT�VQ�TGEGKXG�JGCNVJ�ECTG�UGTXKEGU�CPF�IGV�TGKODWTUGF�CV�VJG�HWNN�TCVG��
6JG�UGEQPF�OCLQT�HGCVWTG�KU�VJG�WUG�QH�C�RTKOCT[�ECTG�RJ[UKEKCP�
2%2��CU�C
ICVGMGGRGT���+P�VJCV�UKVWCVKQP��GKVJGT�JQURKVCNK\CVKQP�QT�CEEGUU�VQ�URGEKCNV[�RJ[UKEKCPU
TGSWKTGU�VJG�CWVJQTK\CVKQP�QH�VJG�2%2���6JGTG�CTG�WUWCNN[�TGUVTKEVKQPU�VJCV�VJG�RNCP
RNCEGU�QP�VJG�2%2�
KP�CFFKVKQP�VQ�VJG�TGUVTKEVKQPU�RNCEGF�QP�VJG�OGODGT��TGICTFKPI
YJCV�JG�QT�UJG�ECP�CWVJQTK\G��YJGVJGT�JG�QT�UJG�ECP�CWVJQTK\G�UGXGTCN�URGEKCNKUV
XKUKVU�CV�QPEG��QT�KH�JG�QT�UJG�ECP�QPN[�CWVJQTK\G�QPG�CV�C�VKOG��
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CHART 1
CLOSED PANEL MCOs CHART 2

OPEN PANEL MCO WITH OVERLAPPING NETWORKS
 

CHART 2
OPEN PANEL MCO WITH OVERLAPPING NETWORKS

6JG�NCUV�OCLQT�EJCTCEVGTKUVKE�KU�SWCNKV[�EQPVTQN��QT�CV�NGCUV�EQQTFKPCVKQP�QH�ECTG���*GTG
KU�YJGTG�VJG�2%2�QT�ICVGMGGRGT�ECP�JCXG�C�XGT[�DGPGHKEKCN�GHHGEV�QP�RNCP
OGODGTUåQPG�VJCV�RNCP�OGODGTU�ECP�CRRTGEKCVG���+H�[QW�JCXG�DGGP�VTGCVGF�D[
OQTG�VJCP�QPG�RTQXKFGT�HQT�FKHHGTGPV�EQPFKVKQPU��UQOGVKOGU�GCEJ�RTQXKFGT�FQGUP	V
MPQY�YJCV�VJG�QVJGT�RTQXKFGTU�CTG�FQKPI���;QW�ECP�JCXG�OGFKECVKQPU�VJCV�EQPHNKEV
YKVJ�GCEJ�QVJGT��CPF�KV�ECP�DG�FKHHKEWNV�VQ�HKPF�VJG�DGUV�EQWTUG�QH�VTGCVOGPV���1PG�QH
VJG�LQDU�QH�VJG�2%2�KU�VQ�EQQTFKPCVG�CNN�VJG�UGTXKEGU�TGEGKXGF�D[�URGEKCNKUVU�QT�QVJGT
RTQXKFGTU���(QT�NCTIG�QT�ECVCUVTQRJKE�ECUGU��[QW�JCXG�ECUG�OCPCIGOGPV��KP�YJKEJ�VJG
RNCP�YKNN�VCMG�CP�CEVKXG�TQNG�KP�OCPCIKPI�VJG�ECTG�VJCV�C�RCVKGPV�TGEGKXGU���6JKU
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JCRRGPU�YKVJ�ECUGU�VJCV�KPXQNXG�GZVGPUKXG�JQURKVCNK\CVKQPåECUGU�UWEJ�CU�QRGP�JGCTV
UWTIGT[�CPF�JKIJ�TKUM�RTGIPCPEKGU���1PG�NGXGN�FQYP�HTQO�VJCV�KU�FKUGCUG
OCPCIGOGPV��YJKEJ�KU�HQT�RGQRNG�YJQ�CTG�PQV�[GV�TGEGKXKPI�CEWVG�ECTG�DWV�JCXG
UQOG�EQPFKVKQP�HQT�YJKEJ�VJG[�RTQDCDN[�YKNN�PGGF�ECTG�OQTG�VJCP�VJG�CXGTCIG
RGTUQP���'ZCORNGU�CTG�RGQRNG�YKVJ�FKCDGVGU�CPF�JKIJ�DNQQF�RTGUUWTG���6JCV�ECP�DG
GZVGPFGF�VQ�RTGXGPVCVKXG�ECTG�KP�IGPGTCN���+V�KU�UVKNN�VJG�ECUG�VJCV�UQOG�KPFGOPKV[
RNCPU�FQ�PQV�EQXGT�EJGEMWRU�CPF�QVJGT�RTGXGPVCVKXG�UGTXKEGU���6JCV	U�OQTG�NKMGN[�VQ
DG�EQXGTGF�D[�CP�*/1U�QT�QVJGT�OCPCIGF�ECTG�RNCPU�

(KPCNN[��QHHGTKPI�RTCEVKEG�IWKFGNKPGU�ETGCVGU�VJG�RQVGPVKCN�VQ�CHHGEV�VJG�YC[�VJCV�VJG
FQEVQTU�RTCEVKEG�OGFKEKPG���+P�UQOG�ECUGU��GPHQTEKPI�RTQVQEQNU�QH�RTCEVKEG�OGCPU
UC[KPI�VQ�C�FQEVQT�VJCV�KPUVGCF�QH�VT[KPI�C�XGT[�GZRGPUKXG�VTGCVOGPV��JG�QT�UJG�UJQWNF
VT[�VJG�NGUU�GZRGPUKXG�QPG�HKTUV�VQ�UGG�KH�KV�YQTMU���2NCPU�ECP�RCTVKEKRCVG�KP�VJG
FGXGNQROGPV�QH�VJGUG�RTCEVKEG�IWKFGNKPGU�VJTQWIJ�QWVEQOGU�OGCUWTGOGPV���$[
CEVWCNN[�UGGKPI�YJCV�YQTMU��VJG[�ECP�CRRN[�VJCV�VQ�VJG�FGXGNQROGPV�QT�TGXKUKQP�QH
ENKPKECN�IWKFGNKPGU�KP�VJG�HWVWTG���

6JGTG�CTG�UQOG�UGEQPFCT[�HGCVWTGU�VJCV�OQUV�RGQRNG�YQWNF�CUUQEKCVG�YKVJ�/%1U�
GURGEKCNN[�*/1U���(KTUV��VJGTG�CTG�WUWCNN[�PQ�RCRGT�ENCKOU�VQ�DG�HKNGF���*QYGXGT�
[QW�FQ�JCXG�VQ�IQ�DCEM�CPF�IGV�C�TGHGTTCN�HTQO�GXGT[�VKOG�[QW�YCPV�VQ�UGG�C
URGEKCNKUV���5Q��VJGTG	U�UVKNN�RCRGT�KPXQNXGF���5GEQPF��TCVJGT�VJCP�DGKPI�HCEGF�YKVJ
FGFWEVKDNGU�CPF�EQKPUWTCPEG��[QW�JCXG�C�HNCV�EQ�RC[OGPV��YJKEJ�KU�WUWCNN[�C�HCKTN[
UOCNN�COQWPV��UWEJ�CU����QT�����HQT�C�RJ[UKEKCP�XKUKV���+V�OKIJV�DG�����QT�����HQT�CP
GOGTIGPE[�TQQO�XKUKV���+P�UQOG�ECUGU��VJGTG�CTG�RGT�JQURKVCN�CFOKUUKQP�FGFWEVKDNGU�
DWV�WUWCNN[�VJGTG�CTG�PQPG��

0QY�YG�EQOG�VQ�VJG�V[RGU�QH�RNCPU�CXCKNCDNG���+�YKNN�UVCTV�QWV�YKVJ�OCPCIGF
KPFGOPKV[��YJKEJ�KU�PQV�SWKVG�C�OCPCIGF�ECTG�RNCP��DWV�JCU�HGCVWTGU�QH�C�OCPCIGF
ECTG�RNCP���6JGTG	U�VJG�221��VJG�215�RNCP��CPF�VJG�*/1���*/1U�EQOG�KP�VYQ
OCLQT�XCTKGVKGU���6JG�KPFKXKFWCN�RTCEVKEG�CUUQEKCVKQP�
+2#��QT�PGVYQTM�OQFGN�RNCPU
CTG�QRGP�RCPGN�RNCPU���6JGP�VJGTG	U�VJG�ITQWR�QT�UVCHH�OQFGN�RNCPU��YJKEJ�JCXG
ENQUGF�RCPGNU��

6JG�OCPCIGF�KPFGOPKV[�RNCP�JCU�VTCFKVKQPCN�DKNNKPI�CPF�TGKODWTUGOGPV�HGCVWTGU��
9JCV�OCMGU�KV�OCPCIGF�KPFGOPKV[�KU�VJCV�VJGTG�CTG�UQOG�RTGEGTVKHKECVKQP
TGSWKTGOGPVU�QT�WVKNK\CVKQP�OCPCIGOGPV��GURGEKCNN[�HQT�JQURKVCN�EQXGTCIG���1HVGP�C
RNCP�YKNN�KORQUG�C�RGPCNV[�QT�YKNN�TGKODWTUG�CV�NQYGT�TCVGU�KH�C�RGTUQP�FQGU�PQV
TGEGKXG�CWVJQTK\CVKQP�DGHQTG�CP�GNGEVKXG�JQURKVCNK\CVKQP���#U�+�UCKF��KV	U�PQV�TGCNN[�C
OCPCIGF�ECTG�RNCP��DWV�KV�JCU�UQOG�OCPCIGF�ECTG�HGCVWTGU���

#�221�KU�C�RNCP�VJCV�EQPVTCEVU�YKVJ�KPFGRGPFGPV�RTQXKFGTU�QT�YKVJ�QPG�QT�OQTG
RTQXKFGT�ITQWRU�VQ�IGV�VJG�VTCFG�QHH�QH�TGFWEGF�HGGU�KP�TGVWTP�HQT�RTGHGTGPVKCN�CEEGUU
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VQ�RCVKGPVU���1HVGPVKOGU�YJGP�[QW�JGCT�VJG�YQTF�CEEGUU�OGPVKQPGF�KP�VJG�EQPVGZV�QH
/%1U��KV�KU�TGHGTTKPI�VQ�RCVKGPV�CEEGUU�VQ�UGTXKEGU�QT�RTQXKFGTU���(TQO�VJG�RTQXKFGTUç
RGTURGEVKXG��JQYGXGT��KV	U�KORQTVCPV�VQ�JCXG�CEEGUU�VQ�C�NCTIG�RQRWNCVKQP�QH�RCVKGPVU�
CPF�D[�JCXKPI�GNGOGPVU�KP�VJG�RNCP�
QT�UVGGTCIG�CU�KV	U�ECNNGF��VJCV�IKXGU�KPEGPVKXGU�VQ
OGODGTU�VQ�UGGM�KP�PGVYQTM�RTQXKFGTU��VJCV�YKNN�KPETGCUG�VJG�RCVKGPV�XQNWOG�HQT
RTQXKFGTU�VJCV�CTG�KP�VJG�PGVYQTM��

2TQXKFGTU�IGPGTCNN[�CTG�RCKF�FKUEQWPVGF�HGGU�TCVJGT�VJCP�ECRKVCVKQPU���6JGTG�CTG�UQOG
GZEGRVKQPU���/GODGTU�OC[�TGEGKXG�UGTXKEGU�HTQO�PQPPGVYQTM�RTQXKFGTU��DWV�VJG[
CTG�WUWCNN[�TGKODWTUGF�CV�C�NQYGT�TCVG���6JGTG�KU�WUWCNN[�UQOG�V[RG�QH�WVKNK\CVKQP
OCPCIGOGPV��

1PG�XCTKCPV�QH�VJG�221�VJCV�[QW	NN�EQOG�CETQUU�UQOGVKOGU�KU�VJG�GZENWUKXG�RTQXKFGT
QTICPK\CVKQP�
'21����;QW�FQP	V�UGG�VJCV�XGT[�QHVGP���#P�GZENWUKXG�RTQXKFGT
QTICPK\CVKQP��CU�VJG�PCOG�UWIIGUVU��FQGU�PQV�EQXGT�PQP�PGVYQTM�UGTXKEGU���;QW�IGV
[QWT�UGTXKEGU�GZENWUKXGN[�VJTQWIJ�VJG�PGVYQTM���+V�OKIJV�CNUQ�JCXG�C�ICVGMGGRGT�CPF
VJG�RTQXKFGTU�OKIJV�DG�ECRKVCVGF��GURGEKCNN[�VJG�2%2���+V�TGCNN[�NQQMU�C�NQV�NKMG�CP
*/1��DWV�QPG�QH�VJG�OCKP�FKHHGTGPEGU�KU�VJCV�KV	U�TGIWNCVGF�WPFGT�KPUWTCPEG�NCYU�QT
'4+5#�TCVJGT�VJCP�WPFGT�*/1�NCYU���5QOG�UVCVGU�FQ�PQV�CNNQY�'21U�DGECWUG�VJG[
UC[�KV	U�LWUV�CPQVJGT�MKPF�QH�*/1��UQ�KH�[QW�JCXG�QPG��VJG[�YCPV�VQ�TGIWNCVG�KV�CU�CP
*/1���

#�215�RNCP�KU��+�DGNKGXG��OKFYC[�DGVYGGP�CP�*/1�CPF�221���+V�ECP�DG�XKGYGF
GKVJGT�CU�C�221�VJCV�JCU�C�ICVGMGGRGT�QT�CP�*/1�VJCV�EQXGTU�PQPGOGTIGPE[�QWV�QH�
PGVYQTM�UGTXKEGU���6JGTG	U�NQYGT�TGKODWTUGOGPV�VQ�VJG�RCTVKGU�PQV�QPN[�HQT�UGTXKEGU
VJCV�CTG�TGPFGTGF�QWV�QH�PGVYQTM�D[�QWV�QH�PGVYQTM�RTQXKFGTU��DWV�CNUQ�HQT�URGEKCNKUV
UGTXKEGU�
YJGVJGT�KP�PGVYQTM�QT�QWV�QH�PGVYQTM��VJCV�CTG�PQV�CWVJQTK\GF�D[�VJG�2%2��
5Q�KH�[QW�CTG�C�OGODGT�QH�CP�/%1�QT�C�215�RNCP��CPF�[QW�UGG�CP�KP�PGVYQTM
URGEKCNKUV�QP�[QWT�QYP�DWV�[QW�JCXGP	V�IQVVGP�RTKQT�CWVJQTK\CVKQP��KV	U�VTGCVGF�CU�KH
[QW	XG�UGGP�CP�QWV�QH�PGVYQTM�RTQXKFGT���6JG�PCOG�EQOGU�HTQO�VJG�HCEV�VJCV�C
FGEKUKQP�D[�C�OGODGT�VQ�IQ�KP�PGVYQTM�QT�QWV�QH�PGVYQTM�HQT�ECTG�KU�OCFG�CV�VJG
RQKPV�QH�UGTXKEG��JQYGXGT��VJCV	U�CNUQ�VTWG�QH�221U���6JWU�éRQKPV�QH�UGTXKEGê�FQGU�PQV
WPKSWGN[�FGUETKDG�215�RNCPU��KV�LWUV�JCRRGPU�VQ�DG�VJG�YC[�VJG�PQOGPENCVWTG�JCU
FGXGNQRGF��

(KPCNN[��VJGTG	U�VJG�*/1���/GODGTU�TGEGKXG�OGFKECN�UGTXKEGU�HTQO�C�RCPGN�QH
RTQXKFGTU�YJQ�CTG�GKVJGT�GORNQ[GF�D[�VJG�RNCP�QT�CHHKNKCVGF�YKVJ�CP�GPVKV[�QT�C
RTQXKFGT�ITQWR�VJCV	U�WPFGT�EQPVTCEV�YKVJ�VJG�*/1���6JG�RTQXKFGT�GPVKV[�KU�ECRKVCVGF
HQT�CNN�UGTXKEGU���6JCV�WUWCNN[�EQXGTU�DQVJ�RTKOCT[�CPF�URGEKCNV[�RJ[UKEKCP�UGTXKEGU
CPF�JQURKVCNK\CVKQP���6JG�KPFKXKFWCN�FQEVQTU�OC[�DG�ECRKVCVGF�QT�VJG[�OC[�DG
UCNCTKGF���6JG[�OKIJV�DG�GORNQ[GGU�QH�VJG�RNCP��QT�VJG[�OKIJV�DG�RCKF�QP�C�OQFKHKGF
HGG�HQT�UGTXKEG�DCUKU���6JG�*/1�YKNN�RTQXKFG�VJG�HWNN�TCPIG�QH�OGFKECN�UGTXKEGU��CPF
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QWV�QH�PGVYQTM�EQXGTCIG�KU�WUWCNN[�NKOKVGF�VQ�GOGTIGPE[�UGTXKEGU���#ICKP��KH�VJG�RNCP
JCU�CP�QWV�QH�PGVYQTM�DGPGHKVU�TKFGT��VJGP�DCUKECNN[�[QW�JCXG�C�215�RNCP��

#U�YG�OGPVKQPGF�GCTNKGT��OGODGTU�IGPGTCNN[�RC[�HNCV�EQ�RC[OGPVU�TCVJGT�VJCP
FGFWEVKDNGU�CPF�EQKPUWTCPEG���6JG�KORQTVCPV�GHHGEV�QH�VJCV��HTQO�VJG�OGODGTçU
RGTURGEVKXG��KU�VJCV�VJG�OGODGT�KU�HKPCPEKCNN[�TGURQPUKDNG�HQT�QPN[�VJG�EQ�RC[OGPV
COQWPVU�
CPF�VJG�RTGOKWOU�VJCV�CTG�RCKF�KPFKXKFWCNN[�QT�D[�VJG�OGODGTçU
GORNQ[GT����6JG�RTQXKFGT�EQORGPUCVKQP�KU�UVTKEVN[�DGVYGGP�VJG�*/1�CPF�VJG
RTQXKFGT���+H�VJGTG	U�C�FKURWVG�CDQWV�RTQXKFGT�EQORGPUCVKQP��VJG�RTQXKFGT�KU�PQV
IQKPI�VQ�EQOG�CHVGT�VJG�RCVKGPV���+P�CP�KPFGOPKV[�RNCP��DGHQTG�[QW�UGG�C�RTQXKFGT
[QW�OWUV�UKIP�C�HQTO�VJCV�UC[U�KH�[QWT�RNCP�FQGUP	V�RC[�VJG�DGPGHKVU��[QW	TG
TGURQPUKDNG�HQT�CNN�EJCTIGU���7PFGT�CP�*/1��[QW�IGPGTCNN[�FQP	V�JCXG�VQ�YQTT[
CDQWV�VJCV��

.GV	U�VCNM�CDQWV�VJG�FKHHGTGPV�MKPFU�QH�*/1U���+P�VJG�+2#�OQFGN��FQEVQTU�RTCEVKEG
KPFGRGPFGPVN[�KP�VJGKT�QYP�QHHKEGU���2J[UKECNN[��KV�NQQMU�NKMG�CP�KPFGOPKV[�RNCP��C
PQP�/%1���+H�VJG�*/1�EQPVTCEVU�YKVJ�VJG�+2#��VJG�EQORGPUCVKQP�DGVYGGP�VJG�+2#
CPF�VJG�FQEVQTU�KU�NKMGN[�VQ�DG�QP�C�HGG�HQT�UGTXKEG�DCUKU��DWV�KV�ECP�DG�QP�C�ECRKVCVGF
DCUKU��GURGEKCNN[�HQT�2%2U���

+P�VJG�PGVYQTM�OQFGN��*/1U�EQPVTCEV�YKVJ�UGXGTCN�NCTIG�RJ[UKEKCP�ITQWRU���;QW
FQP	V�JCXG�KPFKXKFWCN�RJ[UKEKCPU�YJQ�CTG�KP�VJG�RTQXKFGT�RCPGN���;QW�JCXG�OQTG
VJCP�QPG�RTQXKFGT�ITQWR�YJQ�KU�QP�VJG�RCPGN��CPF�KV�KU�VJG�QTICPK\CVKQPU�QRGP�VQ
ITQWRU�YJQ�YCPV�VQ�LQKP�CU�NQPI�CU�VJG[�OGGV�VJG�*/1çU�EQPFKVKQPU���+P�IGPGTCN��C
PGVYQTM�OQFGN�KU�CP�QRGP�RCPGN�RNCP��

1PG�KORQTVCPV�HGCVWTG�QH�VJG�+2#�CPF�PGVYQTM�OQFGN�*/1U�KU�VJCV�VJG�RJ[UKEKCPU
ECP�UGG�PQP�*/1�RCVKGPVU�CU�YGNN���6JG[�ECP�CNUQ�UGG�RCVKGPVU�HTQO�UGXGTCN�FKHHGTGPV
*/1U���6JCV�FGETGCUGU�VJG�EQPVTQN�VJCV�QPG�*/1�JCU�QXGT�JQY�VJG�RTQXKFGTU
RTCEVKEG���$[�EQPVTCUV��[QW�JCXG�C�FKHHGTGPV�UKVWCVKQP�YKVJ�C�ITQWR�QT�UVCHH�OQFGN
*/1���+P�VJG�ITQWR�OQFGN�*/1��VJG�*/1�EQPVTCEVU�YKVJ�QPG�NCTIG�OWNVKURGEKCNV[
OGFKECN�ITQWR�YJQ�KU�ECRKVCVGF�CPF�HKPCPEKCNN[�TGURQPUKDNG�HQT�CNN�OGFKECN�UGTXKEGU��
)GPGTCNN[�VJCV�OGFKECN�ITQWR�YKNN�DG�TGURQPUKDNG�HQT�CP[�TGHGTTCNU�KV�JCU�VQ�OCMG
QWVUKFG�VJCV�ITQWR���+H�C�RCVKGPV�JCRRGPU�VQ�PGGF�C�URGEKCNV[�VJCV�KU�PQV�RTQXKFGF�D[
VJCV�ITQWR��VJGP�VJG�ITQWR�KU�TGURQPUKDNG�HQT�RC[KPI�HQT�VJCV���5QOGVKOGU�VJG�OGFKECN
ITQWR�CNUQ�YKNN�DG�TGURQPUKDNG�HQT�JQURKVCN�EJCTIGU���6JCV�OC[�FGRGPF�QP�YJGVJGT
VJGTG�KU�C�JQURKVCN�VJCV	U�RCTV�QH�VJG�RTQXKFGT�ITQWR�VJCV�KU�WPFGT�EQPVTCEV�YKVJ�VJG
*/1���6JG�OGFKECN�ITQWR�OC[�DG�ECRVKXG�QT�KPFGRGPFGPV���+H�KV	U�C�ECRVKXG�OGFKECN
ITQWR��VJCV�OGCPU�VJCV�KV�QPN[�UGGU�RCVKGPVU�VJCV�CTG�*/1�OGODGTU���+H�KV	U�CP
KPFGRGPFGPV�ITQWR�VJGP�KV�KU�RQUUKDNG�HQT�KV�VQ�UGG�RCVKGPVU�VJCV�CTG�PQV�RCTV�QH�VJG
*/1���#P�KPFGRGPFGPV�OGFKECN�ITQWR�VJCV	U�RCTV�QH�C�ITQWR�RNCP�YKNN�PQV�DGNQPI�VQ
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UGXGTCN�FKHHGTGPV�RNCPU��DWV�KV�OC[�JCXG�KPFGRGPFGPV�HGG�HQT�UGTXKEG�RCVKGPVU�QP�VJG
UKFG��

+P�VJG�UVCHH�OQFGN��VJG�*/1�JCU�VJG�OQUV�EQPVTQN�QXGT�RTQXKFGTU���6JG�FQEVQTU�CTG
CEVWCNN[�UCNCTKGF�GORNQ[GGU�QH�VJG�*/1���+V�QYPU�VJG�ENKPKEU�CPF�OC[�QYP�VJG
JQURKVCNU�CPF�QVJGT�HCEKNKVKGU�VJCV�CTG�WUGF���6JWU��VJG�FQEVQTU�CTG�QP�VJG�RC[TQNN�QH
VJG�*/1�CPF�VJG[�CTG�RTCEVKEKPI�KP�*/1�HCEKNKVKGU���6JGUG�CTG�IGPGTCNN[�ENQUGF
RCPGN�RNCPU��CPF�VJG�FQEVQTU�UJCTG�HCEKNKVKGU��GSWKROGPV��CFOKPKUVTCVKXG�UGTXKEGU��CPF
TGEQTFU���6JKU�CUUKUVU�ITGCVN[�KP�VJG�EQQTFKPCVKQP�QH�ECTG���(QT�VJKU�CPF�QVJGT�TGCUQPU�
VJGTG�KU�CP�QRRQTVWPKV[�HQT�C�JKIJ�FGITGG�QH�EQPVTQN�QXGT�RJ[UKEKCP�RTCEVKEG�RCVVGTPU��
;QW	TG�OQTG�NKMGN[�VQ�UGG�URGEKHKE�RTQVQEQNU��GXGP�KH�VJG[�CTG�LWUV�KPHQTOCN�RTQVQEQNU
HQT�RJ[UKEKCPU�VQ�HQNNQY���6JG�HCEV�VJCV�VJG[�CTG�RTCEVKEKPI�KP�QPG�RNCEG�OGCPU�VJCV
VJGTG�VGPFU�VQ�DG�CP�KPHQTOCN�CVOQURJGTG�QH�EQQRGTCVKQP���6JG[�VGPF�VQ�EQPUWNV�GCEJ
QVJGT�OQTG�HTGGN[�CDQWV�JQY�ECUGU�UJQWNF�DG�OCPCIGF��

+�LWUV�YCPVGF�VQ�RTGUGPV�QPG�ITCRJ�HTQO�C�ECUG�UVWF[�
%JCTV������6JKU�KU�HQT�C�ENKGPV
VJCV�+�YCU�YQTMKPI�YKVJ�GCTNKGT�VJKU�[GCT���6JG�OGFKECN�EQUVU�WPFGT�VJKU�ENKGPVçU
KPFGOPKV[�RNCP�YGTG�KPETGCUKPI�TCRKFN[�CPF�YGTG�RTQLGEVGF�VQ�KPETGCUG�QXGT�VJG
PGZV�UGXGTCN�[GCTU�KH�PQ�EJCPIGU�YGTG�OCFG�VQ�VJG�RNCP���7PFGT�C�221�CTTCPIGOGPV
RTQLGEVGF�EQUVU�YGTG�NQYGT���;QW�ECP�IGPGTCNN[�TGFWEG�VJG�RTQLGEVGF�EQUVU�UVKNN
HWTVJGT�WPFGT�CP�*/1�QT�215�CTTCPIGOGPV���

CHART 3
THE COST EFFECT: PROJECTED HEALTH CARE COSTS
FOR CLIENT XYZ UNDER ALTERNATIVE PLAN DESIGNS
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6YQ�VJKPIU�CTG�KORQTVCPV���(KTUV��VJG�221�NKPG�CPF�VJG�*/1�NKPG�CTG�NQYGT�VJCP�VJG
KPFGOPKV[�NKPG���5GEQPF��VJG[�CTG�C�NKVVNG�DKV�HNCVVGT���;QW�ECP	V�UGG�VJKU�VQQ�ENGCTN[�QP
VJKU�EJCTV��DWV�VJGTG�KU�C�NGUU�UVGGR�UNQRG�VQ�VJG�*/1�CPF�221�NKPGU���6JWU��[QW�ECP
PQV�QPN[�IGV�KOOGFKCVG�UCXKPIU�
KP�OCP[�ECUGU��D[�UYKVEJKPI�VQ�C�221�QT�*/1��DWV
[QW�CNUQ�IGV�C�NQYGT�KPETGCUG�KP�VJG�EQUV�CU�VKOG�IQGU�QP���1PG�ECXGCV�KU�VJCV�KH�[QW
UYKVEJGF�[QWT�OCPCIGF�ECTG�RNCP��DWV�VJGP�[QW�QHHGT�TKEJGT�DGPGHKVU�YKVJKP�VJCV
RNCP��VJCV�221�NKPG�OKIJV�CEVWCNN[�LWOR�CDQXG�VJG�KPFGOPKV[�NKPG�HQT�C�NKVVNG�YJKNG��
+P�HCEV��VJG�CXGTCIG�221�RTGOKWO�KU�JKIJGT�VJCP�VJG�CXGTCIG�KPFGOPKV[�RTGOKWO
LWUV�DGECWUG�VJG�DGPGHKVU�CTG�TKEJGT��

%JCTV���KNNWUVTCVGU�VJG�IGPGTCN�VTCFG�QHH�DGVYGGP�VJG�TGNCVKXG�EQUVU�CPF�VJG�RCVKGPVçU
HTGGFQO�QH�EJQKEG���6JGTG�CTG�PQ�WPKVU�QP�VJG�JQTK\QPVCN�CZKU��UQ�FQP	V�OCMG�CP[
CUUWORVKQPU�CDQWV�QPG�RNCP�V[RG�DGKPI�HKXG�VKOGU�CU�EQUVN[�CU�VJG�QVJGT�QPG�QT
CP[VJKPI�NKMG�VJCV���6JG�RQKPV�KU�VJCV�CV�VJKU�GPF��YKVJ�C�ENQUGF�RCPGN�*/1��[QW	NN
IGPGTCNN[�JCXG�VJG�NQYGUV�EQUV�HQT�C�IKXGP�UGV�QH�DGPGHKVU��DWV�CNUQ�VJG�NGCUV�HTGGFQO
QH�EJQKEG���2CVKGPVU�JCXG�VQ�UGG�VJG�*/1�RTQXKFGTU�YKVJKP�VJCV�RCPGN���+H�VJGKT
RTQXKFGT�KU�QWVUKFG�VJCV�RCPGN��VJGP�VJG[	TG�QWV�QH�NWEM���9KVJ�CP�QRGP�RCPGN�*/1�
KH�C�RCVKGPV�KU�UGGKPI�C�RTQXKFGT�YJQ�KU�QWVUKFG�VJG�RCPGN��VJGP�VJG�RTQXKFGT�OKIJV�DG
CDNG�VQ�LQKP�VJG�ITQWR���+P�C�215�RNCP�YKVJ�C�ICVGMGGRGT��VJG�ICVGMGGRGT�RTQXKFGU
UQOG�EQPVTQN�QXGT�WVKNK\CVKQP��DWV�[QW�ECP�IQ�QWV�QH�PGVYQTM�KH�[QW�YCPV���9KVJ�C
PQP�ICVGMGGRGT�221�RNCP��VJGTG	U�PQ�TGUVTKEVKQP�QP�CEEGUU�VQ�URGEKCNKUVU�YJQ�CTG�KP
VJG�PGVYQTM��#ICKP��[QW�ECP�IQ�QWV�QH�PGVYQTM�KH�[QW�YCPV���9KVJ�VJG�KPFGOPKV[
RNCP��YJKEJ�KU�VJG�JKIJGUV�EQUV�RNCP��[QW�ECP�UGG�CP[�RTQXKFGT�CPF�VJG�DGPGHKVU�FQP	V
XCT[�CEEQTFKPI�VQ�YJQO�[QW�UGG��

1PG�GZCORNG�QH�CP�/%1�KU�RJCTOCE[�DGPGHKV�OCPCIGTU�
2$/U��YJQ�YKNN�RTQXKFG
RTGUETKRVKQP�FTWI�EQXGTCIG�CPF�OCPCIG�VJCV�EQXGTCIG���6JGTG�CTG�KPUVCPEGU�YJGTG
VJKU�KU�DGKPI�FQPG�QP�C�ECRKVCVGF�DCUKU�YJGTG�RTGUETKRVKQP�EQXGTCIG�KU�RTQXKFGF�HQT
ECRKVCVKQP���6JKU�KU�CP�GZCORNG�QH�YJCV�KU�ECNNGF�C�ECTXG�QWVåC�URGEKCNK\GF�UWDUGV�QH
VJG�VQVCN�JGCNVJ�DGPGHKV�CTTC[�QH�UGTXKEGU���#PQVJGT�GZCORNG�OKIJV�DG�C�DGJCXKQTCN
JGCNVJ�QTICPK\CVKQP�
$*1����;QW�YKNN�JGCT�CDQWV�VJKU�KP�QPG�QT�OQTG�RGTURGEVKXGU��
/GPVCN�JGCNVJ�JCU�EGTVCKPN[�DGGP�C�EQUV�KUUWG�QXGT�VJG�[GCTU�HQT�GORNQ[GT�RNCPU��CPF
VJGUG�$*1U�JCXG�DGGP�RTQXKFKPI�ECRKVCVGF�OGPVCN�JGCNVJ�CPF�UWDUVCPEG�CDWUG
DGPGHKVU�HQT�GORNQ[GT�RNCPU��

+P�CFFKVKQP��DGECWUG�QH�UQOG�QH�VJG�KUUWGU�YKVJ�HTCIOGPVCVKQP�QH�ECTG�KP�VJG
/GFKECKF�OCTMGV�DGVYGGP�VJG�CEWVG�ECTG�*/1�RTQXKFGTU�CPF�VJG�EQOOWPKV[
OGPVCN�JGCNVJ�RTQXKFGTU��EGTVCKP�UVCVGU��UWEJ�CU�6GPPGUUGG��JCXG�IQPG�VQ�C�UVCVGYKFG
$*1�CRRTQCEJ���6JKU�UVCVG�KU�UGGKPI�UQOG�HCKTN[�FTCOCVKE�TGUWNVU�D[�KORNGOGPVKPI�KV
�����KP�C�HCKTN[�UJQTV�VKOG�HTCOG���1VJGT�UVCVGU�CTG�FGCNKPI�YKVJ�VJKU�CRRTQCEJ
VJTQWIJ�C�ITGCVGT�QT�NGUUGT�FGITGG���6JGTG�CTG�NCDQTCVQT[�RTQXKFGTU�YJQ�YKNN�RTQXKFG
NCDQTCVQT[�UGTXKEGU�GKVJGT�QP�C�ECRKVCVGF�DCUKU�QT�YKVJ�UQOG�XGT[�CVVTCEVKXG�HGG
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UEJGFWNGU���9G	TG�UGGKPI�UQOG�TCFKQNQI[�UGTXKEGU�RTQXKFGF�CU�C�URGEKCNV[�/%1��CPF
VJKU�KU�CEVWCNN[�FKUVKPEV�HTQO�C�ECRKVCVKQP�QH�C�TCFKQNQI[�ITQWR�KP�C�VQYP���6JGTG	U�QPG
QT�VYQ�PCVKQPCN�GPVKVKGU�VJCV�CTG�GUUGPVKCNN[�UVCPF�CNQPG�EQTRQTCVKQPU���6JGKT�DWUKPGUU
KU�GUUGPVKCNN[�VQ�IGV�KP�DGVYGGP�VJG�*/1�CPF�VJG�TCFKQNQI[�RTQXKFGTU�CPF�VQ�RTQXKFG
UQOG�XCNWG�CFFGF�UGTXKEGU�D[�QTICPK\KPI�VJG�TCFKQNQI[�RTQXKFGTU�CPF�HKPFKPI�UQOG
GHHKEKGPV�RTQVQEQNU�HQT�OCPCIKPI�TCFKQNQI[���#PF�VJGP��QH�EQWTUG��VJGTG	U�CP[�PWODGT
QH�ECRKVCVGF�URGEKCNVKGU�UWEJ�CU�ECTFKQNQI[��

CHART 4
TRADE-OFF BETWEEN PATIENT FREEDOM OF CHOICE 

AND LEVEL OF HEALTH CARE COSTS

(KPCNN[��YG	TG�UGGKPI�GZCORNGU�QH�ECUG�OCPCIGOGPV�CPF�FKUGCUG�OCPCIGOGPV���1PG
GZCORNG�KU�VJCV�VJGTG�CTG�UQOG�*+8�#+&5�URGEKCNV[�RTQXKFGTU�KP�VJG�/GFKECKF
OCTMGV���6JGUG�RTQXKFGTU�JCXG�EQPVTCEVGF�FKTGEVN[�YKVJ�VJG�UVCVG���6JG[�DCUKECNN[
UCKF��é9G	TG�#+&5�RTQXKFGTU��UQ�YG�MPQY�JQY�VQ�VCMG�ECTG�QH�VJKU�RQRWNCVKQP��9G
VJKPM�YG�ECP�FQ�C�DGVVGT�LQD�CPF�YG	NN�PGIQVKCVG�C�ECRKVCVKQP�VJCV	U�CRRTQRTKCVG�HQT
VJG�#+&5�RQRWNCVKQP���9G	NN�ECTXG�VJCV�QWV��CPF�YG	NN�VCMG�VJG�TKUM�HQT�VJCV
RQRWNCVKQP�ê

#P�GZCORNG�QH�QPG�QH�VJG�OQTG�IGPGTCN�RTQXKFGTU�KU�C�2%2���#�2%2��DGECWUG�QH�VJG
TKUM�EJCTCEVGTKUVKEU�QH�VJQUG�UGTXKEGU��ECP�CEVWCNN[�VCMG�ECRKVCVKQPU�QP�TGNCVKXGN[�UOCNN
PWODGTU�QH�NKXGU�DGECWUG�VJG�PCVWTG�QH�RTKOCT[�ECTG�VGPFU�VQ�DG�C�JKIJ�HTGSWGPE[�
NQY�EQUV�HQT�C�UGTXKEG�MKPF�QH�TKUM���6JG[�ECP�CEVWCNN[�IGV�UQOG�TGCUQPCDNG�TKUM
EJCTCEVGTKUVKEU�YKVJ�QPN[�C�HGY�JWPFTGF�NKXGU���9JCVçU�RTQDCDN[�HQTGKIP�VQ�WU�CU
CEVWCTKGU�KU�VJCV�RTKOCT[�ECTG�KU�PQV�YJGTG�OQUV�QH�VJG�TKUM�KU���/WNVKURGEKCNV[�ITQWR
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RTCEVKEGU�CTG�GZKUVKPI�KP�NCTIG�ENKPKEU�QH�OWNVKURGEKCNV[�ITQWRU���/CP[�QH�VJGUG�CTG
ECRKVCVKPI���+�VJKPM�)TCF[�OGPVKQPGF�VJCV���#�VJKTF�GZCORNG�QH�IGPGTCN�RTQXKFGTU�KU
JQURKVCNU�CPF�JGCNVJ�U[UVGOU���6JG[�CTG�IGVVKPI�KPXQNXGF�KP�CEEGRVKPI�ECRKVCVKQP�CPF
QVJGT�HQTOU�CTG�RCTVKEKRCVKPI�KP�VJG�OCPCIGF�ECTG��

6JGUG�GZCORNGU�CTG�PQV�UQ�OWEJ�/%1U��VJG[�CTG�LWUV�RTQXKFGT�ITQWRU�YJQ�CTG
HKPFKPI�VJGOUGNXGU�VCMKPI�ECRKVCVKQP�DGECWUG�VJG�*/1U�CTG�EQOKPI�VQ�VJGO�CPF
UC[KPI�VJG[�YCPV�VQ�UJKHV�TKUM�VQ�VJG�RTQXKFGT���6JGTG�CTG�UQOG�GZCORNGU��VJQWIJ�
YJGTG�VJGUG�RTQXKFGT�ITQWRU�DGEQOG�UQOGYJCV�OQTG�KPVGITCVGF���;QW	NN�JGCT�VJG
CETQP[O�/51���+�VGPF�VQ�VJKPM�QH�KV�CU�CP�QTICPK\CVKQP�VJCV�RTQXKFGU�OCPCIGF�ECTG
EQPVTCEVKPI�KP�VJG�CFOKPKUVTCVKXG�UGTXKEGU�VQ�RJ[UKEKCP�ITQWRU���2*1U�VGPF�VQ�DG
QTICPK\GF�CTQWPF�C�JQURKVCN���6JG�RJ[UKEKCPU�YJQ�CTG�VJG�RTKOCT[�CFOKVVKPI
RJ[UKEKCPU�CPF�RCTV�QH�VJG�TGHGTTCN�RCVVGTP�QH�VJCV�JQURKVCN�QTICPK\G�LQKPVN[�KPVQ�C
2*1���#PQVJGT�GZCORNG�YQWNF�DG�CP�+&5���6JKU�KU�CP�GZCORNG�QH�UQOG�NCTIG
JQURKVCN�EJCKPU�VJCV�CFQRV�C�UVTCVGI[åC�XGTVKECN�KPVGITCVKQP�YJGTG�VJG[�YKNN�PQV�LWUV
JCXG�VQ�JCXG�UVTCVGIKE�CNNKCPEGU�YKVJ�RJ[UKEKCP�RTQXKFGTU��DWV�VJG[�YKNN�DW[
RJ[UKEKCP�RTCEVKEGU���+P�VJKU�TGICTF��VJG�+&5U�QYP�VJG�JQURKVCN�CPF�DW[�VJG�RJ[UKEKCP�
6JG[�QYP�OCP[�QH�VJG�CPEKNNCT[�UGTXKEGU�CUUQEKCVGF�YKVJ�JQURKVCN�U[UVGOU���6JGUG
U[UVGOU�UVCTV�VQ�NQQM�C�NQV�NKMG�VJG�UVCHH�OQFGN��DTKEM�CPF�OQTVCT�V[RG�QH�*/1�VJCV
)TCF[�OGPVKQPGF���

#PF�HKPCNN[��NKMG�+�UCKF��VJGTG�KU�CP�CNRJCDGV�UQWR�QH�PCOGU�CPF�CETQP[OU�QWV�VJGTG�
VJG�KPVGITCVGF�UGTXKEG�FGNKXGT[�PGVYQTMU��EQOOWPKV[�KPVGITCVGF�UGTXKEG�PGVYQTMU�KP
/KPPGUQVC��CPF�250U��6JG�UVCVWVGU�OC[�RTQXKFG�UQOG�GPCDNKPI�NGIKUNCVKQP�HQT�UQOG
QH�VJGUG�QTICPK\CVKQPU���9JCV�KU�FKUVKPEVKXG�CDQWV�VJGUG�QTICPK\CVKQPU�KU�VJCV�VJG[
JCXG�DGGP�QTICPK\GF�YKVJ�VJG�QDLGEVKXG�QH�VCMKPI�TKUM�CPF�OCPCIKPI�VJCV�TKUM�GKVJGT
HTQO�CP�*/1�QT�RTGRCTKPI�VQ�EQPVTCEV�FKTGEVN[�YKVJ�XCTKQWU�RWTEJCUGTU�UWEJ�CU
GORNQ[GTU��/GFKECKF�CIGPEKGU��QT�VJG�*GCNVJ�%CTG�(KPCPEKPI�#FOKPKUVTCVKQP

*%(#����5QOG�QH�VJGO�YKNN�IQ�QP�VQ�DGEQOG�*/1U��

+	NN�DTKGHN[�VQWEJ�QP�UQOG�QH�VJG�CEVWCTKCN�TQNGU�VJCV�[QW�OKIJV�GPEQWPVGT�KP�YQTMKPI
YKVJ�C�RTQXKFGT�/%1���+P�GCEJ�QH�VJGUG�UKVWCVKQPU��[QW�EQWNF�EGTVCKPN[�HKPF�[QWTUGNH
GKVJGT�YQTMKPI�YKVJ�C�RTQXKFGT�/%1�QT�QPG�QH�VJG�GPVKVKGU���(QT�GZCORNG��[QW�OKIJV
DG�KPXQNXGF�YKVJ�CP�*/1�KP�ECRKVCVKQP�PGIQVKCVKQPU�QT�CP�/%1�QT�YKVJ�GORNQ[GTU
KP�FKTGEV�EQPVTCEV�RWTEJCUKPI���+�VJKPM�)TCF[�OGPVKQPGF�VJG�'21��CPF�EGTVCKPN[�KH
[QW�JCF�CP�+&5�QT�C�2*1�VJCV�YQWNF�DG�FKTGEV�EQPVTCEVKPI�YKVJ�CP�GORNQ[GT���6JGUG
YKNN�QHVGP�DG�QTICPK\GF�CU�CP�'21���6JG[	TG�PQV�KPUWTGF�CPF�VJG�RQKPV�QH�VJGO�DGKPI
PQPKPUWTGF�KU�VJCV�VJG[�DGEQOG�UWDLGEV�VQ�'4+5#��YJKEJ�RTQXKFGU�C�EGTVCKP�COQWPV
QH�C�UJKGNF��KH�[QW�YKNN��HTQO�UVCVG�TGIWNCVKQP�QH�KPUWTCPEG�TKUMU���*%(#�JCU
GUVCDNKUJGF�C�URGEKHKE�RTQITCO�HQT�RTQXKFGT�URQPUQTGF�QTICPK\CVKQPU�
251U��CPF�HQT
VJG�/GFKECTG�2NWU�%JQKEG�RTQITCO�KP�VJG�TGEGPVN[�RCUUGF�$CNCPEGF�$WFIGV�#EV

$$#��QH��������;QW�OKIJV�RNC[�C�TQNG�KP�VJG�5VCVG�&GRCTVOGPV�QH�*WOCP�5GTXKEGU�
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/GFKECKF�2TQITCO���;QW�OKIJV�DG�KPXQNXGF�YKVJ�VJG�KPUWTCPEG�FGRCTVOGPV�KP�VJG
TGIWNCVQT[�KUUWGU�QH�HQTOKPI�C�251��QT�[QW�OKIJV�DG�KPXQNXGF�YKVJ�VJG�TGKPUWTGT�KP
GUVCDNKUJKPI�TGKPUWTCPEG�PGIQVKCVKQPU�HQT�251U�QT�/%1U�VJCV�CTG�VCMKPI�TKUMU�DWV�CTG
EQPEGTPGF�CDQWV�VJG�JKIJ�ENCKO�TKUM���+H�[QW	TG�HCOKNKCT�YKVJ�JGCNVJ�KPUWTCPEG��[QW	TG
CYCTG�QH�UQOG�UGXGTG�EGPVTCN�JKIJ�ENCKO�TKUMU�VJCV�CTG�QWV�VJGTG��

1PG�QH�VJG�DCUKEU�VJCV�[QW�IGV�KPXQNXGF�YKVJ�KU�YJCV	U�TGHGTTGF�VQ�CU�CEVWCTKCN�RTKEKPI
OQFGNU�HQT�JGCNVJ�ECTG���#�ECRKVCVKQP�TCVG�YKNN�DG�ECNEWNCVGF�WUKPI�VJG�VJKPIU�VJCV
CHHGEV�OCPCIGF�ECTG�WVKNK\CVKQP�CPF�PGIQVKCVGF�TGKODWTUGOGPV���6JG�ECRKVCVKQP�TCVG
KU�ECNEWNCVGF�CU�VJG�WVKNK\CVKQP�TCVG�VKOGU�EQUV�RGT�UGTXKEG��YJKEJ�IKXGU�[QW�C�2/2/
EQUV���6JG�WVKNK\CVKQPU�CTG�GZRTGUUGF�CU�RGT�VJQWUCPF�RGT�[GCT��UQ�YJGP�[QW�VCMG�VJCV
PQOKPCN�RGT�VJQWUCPF�RGT�[GCT�TCVG��[QW�WUWCNN[�GPF�WR�FKXKFKPI�D[���������
7VKNK\CVKQP�TCVG�CUUWORVKQPU�KP�VJKU�CTG�VCMGP�GKVJGT�HTQO�JKUVQTKECN�TGUWNVU��CU�C
UVCTVKPI�RQKPV��CPF�VJGP�RQVGPVKCN�RTQLGEVGF�OCPCIGF�ECTG�KORTQXGOGPVU�CTG�VCMGP
KPVQ�CEEQWPV���)TCF[�OGPVKQPGF�VJCV�KH�[QW�UVCTV�YKVJ�CP�KPFGOPKV[�RNCP��CPF�[QW
OQFWNCVG�KV�VJTQWIJ�C�OCPCIGF�ECTG�CWFKV��[QW�ECP�EGTVCKPN[�UGG�UQOG�VTGOGPFQWU
KORTQXGOGPVU�KP�VJKPIU�NKMG�KP�RCVKGPV�WVKNK\CVKQP���+H�[QW	XG�DGGP�YCVEJKPI�VJG
OCTMGVU�[QW�MPQY�VJCV�KPFGOPKV[�CPF�YGCMN[�OCPCIGF�221�V[RG�RTQITCOU�YKNN�DG
TWPPKPI�CV�����JQURKVCN�FC[U�RGT�������QT�UQ�HQT�VJG�EQOOGTEKCN�RQRWNCVKQP�
*QYGXGT��C�YGNN�TWP�*/1�ECP�JCXG�����FC[U�RGT�������QT�NQYGT��YJKEJ�YKNN
TGHNGEV�RTQXKFGT�EQUVU�CPF�FKUEQWPVU�PGIQVKCVGF�CV�TGKODWTUGOGPV���1H�EQWTUG�CU�[QW
ECNEWNCVG�VJCV��[QW�VCMG�KPVQ�CEEQWPV�VJG�GHHGEV�QH�EQ�RC[OGPVU��6JGUG�RTKEKPI
OQFGNU�VGPF�VQ�FKUUGEV�VJG�EQUV�UVTWEVWTG�KPVQ�C�NQV�QH�FGVCKN��KP�RCVKGPV�UGTXKEG�HQT
GZCORNG�KU�DTQMGP�FQYP�KPVQ�OGFKECN��UWTIKECN��CPF�UQ�QP��CPF�RJ[UKEKCP�UGTXKEGU
CTG�DTQMGP�FQYP�KPVQ�QHHKEG�XKUKVU��UWTIGT[��CPF�UQ�QP���

1PG�QH�VJG�DCUKE�KUUWGU�VJCV�[QW�TWP�KPVQ�KP�NQQMKPI�CV�RTKEKPI�KU�KV	U�XGT[�V[RKECN�VQ
HKPF�UJKHVKPI�QH�UKVGU�QH�ECTG��HQT�GZCORNG��HTQO�KPRCVKGPV�VQ�QWVRCVKGPV�QT�HTQO
KPRCVKGPV�VQ�C�JQOG�JGCNVJ�UGVVKPI���#U�C�TGUWNV��WVKNK\CVKQP�YKNN�FGETGCUG�CV�QPG�UKVG
CPF�KPETGCUG�CV�CPQVJGT���#PQVJGT�KUUWG�VQ�MGGR�KP�OKPF�KU�VJCV�YJGP�[QW�FQ�VJCV�
XGT[�QHVGP��VJG�KP�RCVKGPV�FC[U�VJCV�CTG�DGKPI�TGFWEGF�CTG�VJG�QPGU�VJCV�JCXG
TGNCVKXGN[�NQYGT�UGXGTKV[�VJCP�VJG�CXGTCIG��CPF�VJG�PGV�GHHGEV��XGT[�QHVGP��KU�VJCV�VJG
UGTXKEG�KPVGPUKV[åHQT�GZCORNG��VJG�TGNCVKXG�QWVRWV�RGT�FC[�HQT�KP�RCVKGPV�ECTGåCHVGT
VJG�TGFWEVKQP�KP�WVKNK\CVKQP��VGPFU�VQ�IQ�WR�VQ�VJG�JKIJGT�NGXGN�QH�UGXGTKV[���6JG
JQURKVCN�KPFWUVT[�JCU�EGTVCKPN[�UGGP�UGXGTKV[�NGXGNU�KPETGCUKPI���5KOKNCTN[��KPVGPUKV[
YKNN�KPETGCUG�QP�VJG�QWVRCVKGPV�UKFG��CU�YGNN���+FGCNN[�[QW	TG�VT[KPI�VQ�UJKHV�ECTG�VQ�VJG
OQUV�CRRTQRTKCVG�CPF�GHHKEKGPV�NQECVKQP�

+	F�NKMG�VQ�VQWEJ�QP�CP�KUUWG�HQT�2*1�HQTOCVKQP�RGTVCKPKPI�VQ�VJG�KUUWGU�QH�VCMKPI
TKUM��FKXKFKPI�TKUM��CPF�CNKIPKPI�KPEGPVKXGU�VQ�OCPCIG�VJCV�TKUM�CETQUU�C�ITQWR�QH
RTQXKFGTU���+H�[QW�JCXG�VJG�JQURKVCNU�CPF�RJ[UKEKCPU�EQOKPI�VQIGVJGT�VQ�HQTO�C�2*1�
XGT[�QHVGP�VJGTG�CTG�VYQ�RJCUGU�VQ�EQPVTCEV�YKVJ�CP�*/1�QT�GORNQ[GTU�VQ�CEEGRV�VJG
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TKUM�QP�C�ECRKVCVGF�DCUKU���+FGCNN[��VJG�2*1�YKNN�IGV�VJG�DGUV�FGCN�RQUUKDNG��VJG[�YKNN
IGV�VJG�JKIJGUV�ECRKVCVKQP�TCVG�VJCV�VJG�OCTMGV�YKNN�CNNQY�VJGO�VQ�IGV�HTQO�VJCV�*/1
QT�HTQO�VJCV�GORNQ[GT���6JG�UGEQPF�VJKPI�KU��QPEG�VJG�2*1�IGVU�VJKU�OQPG[�CPF�VJG
ECRKVCVKQP��JQY�FQGU�KV�FKXKFG�VJCV�OQPG[�COQPI�VJG�RJ[UKEKCPU�CPF�JQURKVCNU!��6JKU
KU�QHVGP�PQV�CP�KPVGITCVGF�FGNKXGT[�U[UVGO��VJGUG�RJ[UKEKCPU�CTG�PQV�UCNCTKGF�QT
QYPGF��CPF�VJG[�CTG�UVKNN�HKPCPEKCNN[�KPFGRGPFGPV�HTQO�VJG�JQURKVCN���#U�C�TGUWNV��CPF
RGTJCRU�KV�KU�PQV�UWTRTKUKPI��VJG�RJ[UKEKCP�CPF�JQURKVCN�GPVKVKGU�FQP	V�CNYC[U�VTWUV�QPG
CPQVJGT���#PF�VJGTG�ECP�DG�WPEGTVCKPVKGU�KP�JQY�[QW�IQ�CDQWV�FKXKFKPI�VJG
ECRKVCVKQP�FQNNCT�COQPI�VJG�RNC[GTU���(KPCNN[��VJGTG	U�VJG�RQVGPVKCN�VJCV�RNC[GTU�YKNN
PQV�OCMG�VJG�DGUV�GHHQTVU�VQ�OCPCIG�ECTG�QT�VJG�RNC[GTU�YKNN�UJKHV�TKUM�HTQO�QPG�RCTV[
VQ�CPQVJGT��GUUGPVKCNN[�UQ�QPG�OGODGT�QH�VJKU�RCTVPGTUJKR�YKNN�RTQHKV�CV�VJG�GZRGPUG
QH�CPQVJGT���

4GICTFKPI�VJG�ECRKVCVKQP�URNKV��JQY�FQ�[QW�URNKV�VJG�RTGOKWO�FQNNCT!��6JKU��QH
EQWTUG��VGPFU�VQ�DG�C�PGIQVKCVGF�RTQEGUU��CPF�[QW	NN�FGXGNQR�CP�CEVWCTKCN�RTKEKPI
OQFGN�HQT�VJG�FKHHGTGPV�RQQNU��UGV�CDQWV�FGHKPKPI�VJG�FKHHGTGPV�RQQNU��VJG�KP�RCVKGPV
JQURKVCN�RQQN��VJG�RTKOCT[�ECTG�RQQN��CPF�VJG�URGEKCNV[�ECTG�RQQN��;QW	NN�FGHKPG�VJQUG
UGTXKEGU�KPENWFGF�KP�VJQUG�RQQNU�
VJG�RCTVKGU�YJQ�CTG�TGURQPUKDNG�HQT�VJCV����6JGP�[QW
UGV�CDQWV�FGXGNQRKPI�CUUWORVKQPU�CU�VQ�VJG�COQWPV�QH�WVKNK\CVKQP�VJCV	U�NKMGN[�KP
VJQUG�XCTKQWU�RQQNU��KP�HQNNQYKPI�JKUVQTKECN�RCVVGTPU��RTQDCDNG�KORTQXGOGPVU�KP
WVKNK\CVKQP�CPF�UJKHVKPI�QH�UKVGU�CPF�ECTG��CU�YGNN�CU�QDXKQWUN[�VJG�FKHHKEWNV�KUUWG�QH
YJCV�KU�CP�CRRTQRTKCVG�NGXGN�QH�TGKODWTUGOGPV���*QY�FQ�[QW�TGNCVG�C�JQURKVCN�EQUV
RGT�FC[�QT�RGT�FKUEJCTIG�VQ�UQ�OCP[�QHHKEG�XKUKVU�QT�UQ�OCP[�UWTIKECN�RTQEGFWTGU!�
9JCV�KU�CP�CRRTQRTKCVG�ECTG�NGXGN�RNC[KPI�HKGNF�QH�TGKODWTUGOGPV�DGVYGGP�VJQUG�VYQ
V[RGU�QH�RTQXKFGTU!��6JG�UGNGEVKQP�QH�VJQUG�CUUWORVKQPU�KU�EGTVCKPN[�RCTV�QH�VJG
PGIQVKCVKQP�KP�CFFKVKQP�VQ�TGXKGYKPI�JKUVQTKECN�EQUVU�CPF�RQVGPVKCN�KORTQXGOGPVU��
/CP[�VKOGU�[QW	TG�OCMKPI�EQORCTKUQPU�VQ�OCTMGV�DGPEJOCTMU�GKVJGT�KP�VGTOU�QH�VJG
V[RGU�QH�WVKNK\CVKQP�KORTQXGOGPVU�VJCV�OC[�QEEWT��QT�YJGTG�VJGTG�CTG�QVJGT
GZCORNGU�QH�ECRKVCVKQP�FQNNCTU�DGKPI�URNKV��

6JGTG	U�C�PGGF�KP�VJKU�U[UVGO�VQ�CNKIP�KPEGPVKXGU�KP�UWEJ�C�YC[�VJCV�VJG�RTQXKFGTU
YKNN�VGPF�VQ�DG�OQUV�CV�TKUM�HQT�VJG�UGTXKEGU�VJCV�VJG[�RTQXKFG�FKTGEVN[���6JG�RTQXKFGTU
CTG�GUUGPVKCNN[�ECRKVCVGF�HQT�VJGKT�QYP�UGTXKEGU��VJGTGHQTG��VJG[�JCXG�VJG�OQUV
KPEGPVKXG�VQ�OCPCIG�VJGKT�UGTXKEGU�GHHKEKGPVN[���#V�VJG�UCOG�VKOG��KH�[QW�VJKPM�QH
RJ[UKEKCPU�CPF�VJGKT�CDKNKV[�VQ�OCPCIG�KP�RCVKGPV�ECTG��RCVKGPVU�KP�C�RCVKGPV�UGVVKPI�
[QW�YCPV�VQ�RTQXKFG�CP�KPEGPVKXG�VQ�VJQUG�RJ[UKEKCPU�VQ�WVKNK\G�VJQUG�JQURKVCN
UGTXKEGU�CU�GHHKEKGPVN[�CU�RQUUKDNG���(QT�GZCORNG��XGT[�QHVGP�VJGTG	U�C�URNKV�DGVYGGP�C
RTKOCT[�ECTG�CPF�URGEKCNV[�UGTXKEG�FGHKPKVKQP���6JGTG	U�MKPF�QH�C�ITC[�CTGC��KH�[QW
YKNN��YJGVJGT�C�RCVKGPV�PGGFU�VQ�DG�UGGP�D[�C�RTKOCT[�FQEVQT�QT�D[�C�URGEKCNV[�ECTG
FQEVQT���;QW�FQP	V�YCPV�VQ�JCXG�C�UKVWCVKQP�YJGTG�[QW�ECRKVCVG�[QWT�2%2U�DWV�PQV
[QWT�URGEKCNKUVU�DGECWUG�VJG[	TG�PQV�VJG�UCOG�UQTV�QH�EQJGTGPV�ITQWR�QH�CUUKIPKPI
OGODGTU�VQ�URGEKCNKUVU�KP�CFXCPEG���6JG[�OC[�DG�QP�C�HGG�HQT�UGTXKEG�CRRTQCEJ���+H



Health Entity

Primary Care 
Pool

Secondary
Care Pool Hospital Pool Administrative

Expenses
Other

Expenses

14%
28% 32% 12% 14%
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+	O�C�ECRKVCVGF�RTKOCT[�ECTG�FQEVQT��+�EQWNF�TCVKQPCNK\G�VQ�O[UGNH�VJCV�C�NQV�QH�VJGUG
RCVKGPVU�TGCNN[�PGGF�VQ�DG�TGHGTTGF�VQ�URGEKCNKUVU���&QKPI�VJCV�VCMGU�NGUU�GHHQTV�QP�O[
RCTV���7PHQTVWPCVGN[��KV�GPFU�WR�TWPPKPI�WR�C�FGHKEKV�KP�VJG�URGEKCNV[�ECTG�RQQN��YJKEJ
KU�DCF�HQT�VJG�RTQITCO�QXGTCNN���;QW�YCPV�VQ�RTQXKFG�CP�KPEGPVKXG�HQT�VJGO�VQ�FQ
YJCV�VJG[�QWIJV�VQ�FQ��DWV�CNUQ�HQT�VJGO�VQ�TGHGT�QWV�VJG�ECTG�VJCV�VJG[�QWIJV�VQ�TGHGT
QWV���#PF��HKPCNN[��[QW�OC[�YCPV�VQ�RTQXKFG�UQOG�TGYCTF�HQT�RTQXKFGTU�YJQ�JCXG
QXGTCNN�HCXQTCDNG�HKPCPEKCN�TGUWNVU��

%JCTV���KU�CP�KNNWUVTCVKXG�GZCORNG�QH�JQY�VJG�RTGOKWO�HWPFU�OKIJV�HNQY�YJGTG
VJGTG	U�C�RGTEGPVCIG�QH�VJG�RTGOKWO�URNKV�DGVYGGP�C�RTKOCT[�ECTG�CPF�C�URGEKCNV[
ECTG�RQQN��6JG�URGEKHKE�PWODGTU�CTGP	V�OCVGTKCN�DWV�VJG�RQQNU�CTG�FGHKPGF�CEEQTFKPI
VQ�VJG�V[RGU�QH�UGTXKEGU���6JG�RTKOCT[�ECTG�RQQN�OKIJV�KPENWFG�HCOKN[�RTCEVKEG�
KPVGTPCN�OGFKEKPG��CPF�RGFKCVTKE�RTQXKFGTU���6JG�URGEKCNV[�ECTG�RQQN�YQWNF�VGPF�VQ
KPENWFG�GUUGPVKCNN[�CNN�QH�VJG�QVJGT�RJ[UKEKCPU���6JGTG	U�CNYC[U�C�SWGUVKQP�QH�YJGTG
VQ�RWV�VJG�QDUVGVTKECN�ECTG���6JG�JQURKVCN�RQQN�YQWNF�KPENWFG�KP�RCVKGPV��QWV�RCVKGPV�
CPF�JQURKVCN�GZRGPUGU���6JGP�VJGTG�OKIJV�DG�CP�CPEKNNCT[�RQQN�YJGTG�YG�KPENWFG�
RTGUETKRVKQP�FTWIU�CPF�VJKPIU�NKMG�VJCV���+P�VJKU�ECUG��VJGTG�KU�CP�CNNQYCPEG�HQT
CFOKPKUVTCVKXG�GZRGPUGU��

CHART 5
PREMIUM FUNDS FLOW

Includes: Includes: Includes: Includes:
Family Practice All other Inpatient Hospital Tertiary Care
Internal Medicine  physician services   Expenses Prescription Drugs
Pediatrics  Not included in Outpatient Hospital MH/SA

 Primary care     Expenses Home Health
OB/GYN DME

Ambulance
Out-of-Area
Transplants

%JCTV���KU�CP�GZCORNG�QH�JQY�[QW�ECP�DWKNF�HKPCPEKCN�OGEJCPKUOU�VJCV�YKNN�JGNR�VQ
CNKIP�KPEGPVKXGU���9G�JCXG�C�ECRKVCVKQP�COQWPV�IQKPI�KPVQ�C�RTKOCT[�ECTG�RQQN�
YJKEJ�KU�UJQYP�KP�VJG�NQYGT�TKIJV�CU�JGCNVJ�GPVKV[���#�RGTEGPVCIG�QH�RTGOKWO�KU
IQKPI�VQ�VJG�RTKOCT[�ECTG�RQQN���#V�VJCV�RQKPV��VJG�2%2�YKNN�IGV�C�UKIPKHKECPV
RTQRQTVKQP�QH�VJCV�������YJKNG�C�RQTVKQP�QH�KV�������YKNN�DG�YKVJJGNF���#�RQTVKQP�QH



Specialist Hospital

PCP Bonus Withhold Pool

Physician A

Physician B

Physician C

PCP Pool
Health Entity

20% of
Surplus

10% of
Surplus

Offset
Deficit

Balance

Offset
Deficit

85% x
Capitation

15% x 
Capitation

19% of
Premium
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VJG�ECRKVCVKQP�YKNN�DG�YKVJJGNF�RGPFKPI�VJG�HKPCPEKCN�TGUWNVU�QH�VJG�RNCP���6Q�VJG
GZVGPV�VJCV�VJGTG�OKIJV�DG�FGHKEKVU�KP�VJG�URGEKCNKUV�RQQN�QT�VJG�JQURKVCN�RQQN��VJCV
YKVJJGNF�RQQN�YKNN�IQ�VQ�QHHUGV�FGHKEKVU�KP�VJQUG�RQQNU���+H�[QW�VJKPM�CDQWV�KV��[QW�OC[
PQV�DG�GPVKTGN[�EQPXKPEGF�VJCV�RTKOCT[�ECTG�FQEVQTU�CTG�IQKPI�VQ�JCXG�VJCV�OWEJ
KORCEV�QP�GKVJGT�VJG�URGEKCNV[�ECTG�RQQN�QT�VJG�JQURKVCN�RQQN���6JGTG�CTG�C�EQWRNG�QH
KUUWGU�JGTG��YJGP�[QW	TG�GUVCDNKUJKPI�VJGUG��PQV�QPN[�YKNN�VJG�RTKOCT[�FQEVQTU�JCXG
CV�NGCUV�UQOG�KPHNWGPEG��DWV�CV�VJG�VKOG�VJCV�[QW	TG�EQPVTCEVKPI��VJGTG�CNUQ�OKIJV�DG
UQOG�WPEGTVCKPV[�CU�VQ�GZCEVN[�YJCV�RGTEGPVCIG�QH�VJG�HWPFU�UJQWNF�DG�CNNQECVGF�VQ
GCEJ�QH�VJGUG�RQQNU���2TQXKFKPI�VJKU�UQTV�QH�OGEJCPKUO�CNNQYU�GCEJ�QH�VJG�RCTVKGU�VQ
PGIQVKCVG�UQOG�EQOHQTV�NGXGNU�KH�VJG�RTKEKPI�CUUWORVKQPU�FQP	V�YQTM�QWV�HQT�UQOG
TGCUQP���6JGTG	U�C�EGTVCKP�COQWPV�QH�DWHHGTKPI�

�
CHART 6

PCP POOL FUND DISTRIBUTION

1P�VJG�QVJGT�JCPF��KH�VJGTG�CTG�UWTRNWUGU�KP�VJQUG�RQQNU��VJGP�C�HTCEVKQP�QH�VJCV
UWTRNWU��CU�YGNN�CU�VJG�COQWPV�YKVJJGNF��YKNN�IQ�KPVQ�C�RTKOCT[�ECTG�DQPWU�RQQN��
6JCV�YKNN�GPF�WR�DGKPI�FKUVTKDWVGF�VQ�VJG�RTKOCT[�ECTG�FQEVQTU���(KPCNN[��FGRGPFKPI
WRQP�VJG�JKUVQT[�CPF�VJG�QDLGEVKXGU�QH�VJG�RTQITCO��JQY�VJCV�RTKOCT[�ECTG�DQPWU
IGVU�FKUVTKDWVGF�VQ�VJG�2%2�OC[�QT�OC[�PQV�DG�FKTGEVN[�RTQRQTVKQPCN�VQ�VJG�COQWPV�QH
ECRKVCVKQP���4CVJGT��KV�OKIJV�TGHNGEV�KUUWGU�QH�SWCNKV[�CPF�ECTG��CEEGUU�CPF�ECTG��CPF
VJKPIU�NKMG�VJCV���5KOKNCTN[��KP�C�URGEKCNKUV�RQQN��VJG�URGEKCNKUVU�CTG�PQV�ECRKVCVGF��VJGKT
RQQN�KU�PQV�ECRKVCVGF�DWV�VJG�URGEKCNKUVU�VJGOUGNXGU�CTG�PQV�ECRKVCVGF��VJG[�YKNN�DG
RCKF�QWV�QH�VJG�RQQN�CEEQTFKPI�VQ�C�HGG�UEJGFWNG�YKVJ�C�RGTEGPVCIG�YKVJJGNF���



�� 4'%14&��8QNWOG���

9JGTG�VJGTG�CTG�FGHKEKVU�KP�QVJGT�RQQNU��UWEJ�CU�VJG�JQURKVCN�RQQN��VJG�YKVJJQNF�RQQN
YKNN�JGNR�VQ�QHHUGV�VJCV�FGHKEKV���+H�VJGTG�KU�C�UWTRNWU�KP�VJCV�RQQN��VJCV�YKNN�IQ�KPVQ�C
DQPWU�RQQN�HQT�VJG�URGEKCNKUVU��#ICKP��JQY�VJCV�DQPWU�KU�FKUVTKDWVGF�VQ�VJG�URGEKCNKUVU
KU�C�OCVVGT�QH�RQNKE[��

(KPCNN[��YKVJ�JQURKVCN�RQQNU��VJGTG	U�ECRKVCVKQP�IQKPI�KP��CPF�VJGTG	U�C�HGG�UEJGFWNG
CTTCPIGOGPV�VQ�RC[�VQ�VJG�RCTVKEKRCVKPI�JQURKVCNU���+P�VJKU�ECUG��YJCV�KU�UWIIGUVGF�KU�C
FKCIPQUVKE�TGNCVGF�ITQWR�
&4)��UEJGFWNG�CPF�C�NCTIG�RGTEGPVCIG�QH�VJCV�UEJGFWNG�KU
RCKF�QWV�HQT�GCEJ�ENCKO�CU�KV�IQGU�CNQPI��CV�VJG�UCOG�VKOG��VJGTG	U�C�RQTVKQP
YKVJJGNF��YJKEJ�CICKP��ECP�DG�WUGF�VQ�QHHUGV�FGHKEKVU�VQ�VJG�URGEKCNKUVU���6JGP�VJGTG
ECP�DG�C�DQPWU���(KPCNN[��KP�OCPCIGF�ECTG��VJG�JQURKVCN�RQQN�VGPFU�VQ�DG�VJG�HKTUV
RNCEG�YJGTG�RGQRNG�IQ�VQ�HKPF�WVKNK\CVKQP�UCXKPIU���;QW�YKNN�CNUQ�HKPF�VJCV�VJCV	U
YJGTG�[QW	TG�IQKPI�VQ�DG�UJCTKPI�OQTG�QH�[QWT�TKUM���6JKU�KU�PQV�C�UGV�HQTOWNC�D[�CP[
OGCPU��CPF�VJGUG�VJKPIU�ECP�DG�UVTWEVWTGF�KP�EQWPVNGUU�YC[U���6JG�KFGC�KU�RTGVV[
UKORNGå[QW�OWUV�RTQXKFG�UQOG�KPEGPVKXGU�VQ�CNKIP�VJG�KPEGPVKXGU�VQ�RTQXKFG�ECTG�KP
VJG�OQUV�GHHKEKGPV�CPF�OQUV�CRRTQRTKCVG�UGVVKPI��

(KPCNN[��+�YCPV�VQ�VCNM�C�NKVVNG�DKV�CDQWV�CPQVJGT�KUUWG�VJCV�)TCF[�VQWEJGF�QP��YJKEJ�KU
VJG�KUUWG�QH�UVGGTCIG���6JKU�VCMGU�KP�VJG�KFGC�QH�EQORGVKVKXG�ECRKVCVKQP�RTKEGU�CPF
UQOG�QH�VJG�EJCNNGPIGU�VJCV�VJKU�ECP�RTQXKFG�QT�RTGUGPV�VQ�VJG�CEVWCT[���1PG�QH�VJG
FTKXKPI�GEQPQOKE�HQTEGU�KP�VQFC[çU�RTQXKFGT�OCTMGV�KU�CP�GZEGUU�UWRRN[�QH�RTQXKFGTU
CPF�URGEKCNKUVU�CPF�CP�GZEGUU�UWRRN[�QH�JQURKVCN�DGFU���&GRGPFKPI�WRQP�JQY�VJG
URGEKCNKUVU�CTG�WUGF�KP�UQOG�OCTMGVU��VJGTG�ECP�EGTVCKPN[�DG�CP�QXGTUWRRN[���#U�C
TGUWNV��UQOG�*/1U�CTG�WUKPI�C�EQORGVKVKXG�DKFFKPI�RTQEGUU�VQ�EQPVTCEV�YKVJ�EGTVCKP
URGEKCNVKGU��9G	XG�UGGP�ECUGU�YJGTG��������ä��������NKXGU�CTG�OQXKPI�QP�C�UKPING
DKF�VQ�C�UKPING�XGPFQT���+P�CP[�OCTMGV�VJCV�TGRTGUGPVU�C�UKIPKHKECPV�EJWPM�QH�VJG
OCTMGV�UJCTG�QH�EQOOGTEKCN�CPF�QT�/GFKECTG�NKXGU�KP�C�OCTMGV���#U�C�TGUWNV��VJG
RTQXKFGTU�KP�VJQUG�OCTMGVU�YJQ�CTG�RTGUGPVGF�YKVJ�VJQUG�UKVWCVKQPU�HCEG�VJG�UKVWCVKQP
YJGTG�VJG[	TG�GKVJGT�IQKPI�VQ�ICKP�OCTMGV�UJCTG�QT�VJG[	TG�IQKPI�VQ�NQUG�OCTMGV
UJCTG���#U�C�TGUWNV��VJG�GEQPQOKEU�QH�VJCV�OQFGN�DGEQOG�C�NKVVNG�DKV�KPVGTGUVKPI��

#UUKUVKPI�VJQUG�RTQXKFGTU�RTGUGPVU�UQOG�EJCNNGPIGU�VQ�VJG�CEVWCT[��CPF�+	F�NKMG�VQ�IQ
QXGT�UQOG�QH�VJQUG�PQY���1PG�QH�VJG�HKTUV�EJCNNGPIGU�KV�RTGUGPVU�ECP�DG�CP�KUUWG�QH
FCVC�SWCNKV[���9G	XG�UGGP�VJG�UKVWCVKQP�YJGTG�VJG�*/1�OC[�RTQXKFG�QPN[
FGOQITCRJKE�FCVC�CPF�OC[�RTQXKFG�QPN[�VJKU�TQWIJ�KPFKECVKQP�QH�YJCV�VJG�JKUVQTKECN
EQUVU�JCXG�DGGP��TCVJGT�VJCP�CP[�RCTVKEWNCT�COQWPV�QH�FGVCKNGF�JKUVQT[�QH�WVKNK\CVKQP��
1PG�QH�VJG�TGCUQPU�VJG[	TG�FQKPI�VJKU�KU�DGECWUG�VJG[�FQP	V�YCPV�VJG�DKFU�VQ�DG
DCUGF�WRQP�JKUVQTKECN�EQUVU�CPF�WVKNK\CVKQP��TCVJGT�VJG[�YCPV�VQ�KFGPVKH[�VJG�DGUV�VJG[
ECP�VQ�FGNKXGT�VJKU�RCEMCIG�QH�UGTXKEGU�HQT�VJGKT�RQRWNCVKQP�KP�VJCV�OCTMGV���6JGTG	U�C
EJCNNGPIG�VJGTG�VQ�KFGPVKH[�YJCV�MKPF�QH�PQTOCVKXG�WVKNK\CVKQP�VJGTG�YQWNF�DG�HQT�C
UKOKNCT�RQRWNCVKQP�KP�IGPGTCN���9JCV	U�VJG�V[RKECN�*/1�FQKPI�QWV�VJGTG�KP�VJKU
OCTMGV�PCVKQPCNN[�QT�TGIKQPCNN[!��(WTVJGTOQTG��DGECWUG�QH�VJG�EQORGVKVKXG�PCVWTG�QH
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VJG�UKVWCVKQP��VJG�DKF�RTKEGU�CTG�NKMGN[�VQ�DG�NQY��6Q�CEJKGXG�TGCUQPCDNG�TGUWNVU�CV
VJQUG�DKF�TCVGU��[QW	TG�PQV�IQKPI�VQ�JCXG�VQ�FQ�PQTOCVKXG�NGXGNU�QH�KORTQXGOGPV
WVKNK\CVKQP��KP�HCEV��VJG�RTQXKFGTU�CTG�NKMGN[�VQ�PGGF�VQ�KFGPVKH[�UQOGVJKPI
CRRTQCEJKPI�C�DGUV�RTCEVKEG�NGXGN�QH�WVKNK\CVKQP���1H�EQWTUG��VJGTG	U�C�UKIPKHKECPV�KUUWG
VJGTG�CU�VQ�YJGVJGT�VJG�RTQXKFGT�YKNN�DG�CDNG�VQ�CEJKGXG�VJQUG�CUUWOGF�WVKNK\CVKQP
NGXGNU���+P�CP[�GXGPV��FCVC�SWCNKV[�KU�CP�KUUWG���6JGTG	U�PQVJKPI�NKMG�NQQMKPI�QWV�VJG
DCEM�YKPFQY�YJGP�[QW	TG�FTKXKPI�HQTYCTF��6JKU�KU�C�UKVWCVKQP�YJGTG�[QW�OWUV�NQQM
QWV�UQOGDQF[�GNUGçU�DCEM�YKPFQY�VQ�FTKXG�HQTYCTF�KP�VJKU�OCTMGV�VQ�JCXG�CP[�UQTV
QH�C�FCVC�DCUGF�CRRTQCEJ��

6JG�UGEQPF�KUUWG�KU�VJG�SWGUVKQP�QH�WPKV�EQUV���6JG�RTQXKFGTU�CTG�NKMGN[�VQ�JCXG�VJG
QRRQTVWPKV[�VQ�IGV�CP�KPETGOGPVCN�XQNWOG�QH�DWUKPGUU���6Q�VJG�GZVGPV�VJCV�VJG[�JCXG
ECRCEKV[��OCTIKPCN�RTKEKPI�OC[�DG�CRRTQRTKCVG�HQT�VJCV�KPETGOGPVCN�XQNWOG���6Q�VJG
GZVGPV�VJCV�VJG[�FQP	V�JCXG�ECRCEKV[��VJGP�VJG[�YKNN�GKVJGT�JCXG�VQ�ETGCVG�CFFKVKQPCN
QXGTJGCF�CPF�RTKEG�KV�KP�UQOG�YC[�QVJGT�VJCP�OCTIKPCNN[��QT�VJG[�YKNN�JCXG�VQ�IQ
QWVUKFG���+P�UQOG�ECUGU��KH�VJGTG�CTG�HCEKNKVKGU��KV�OC[�DG�PGEGUUCT[�VQ�UVTWEVWTG�VJG
RTQEGUU�QT�VJG�QRGTCVKQP�VQ�TGFWEG�WPKV�EQUV�DGNQY�VJG�EWTTGPV�JKUVQTKECN�NGXGNU�HQT
VJCV�RTQXKFGT���;QWçTG�EGTVCKPN[�IQKPI�VQ�UVCTV�D[�NQQMKPI�CV�VJG�WPKV�EQUV�HQT�VJG
RTQXKFGT�[QW�OC[�DG�YQTMKPI�YKVJ��DWV�KV	U�RQUUKDNG�QT�RTQDCDNG�VJCV�VJQUG�WPKV�EQUVU
CTG�IQKPI�VQ�DG�FKHHKEWNV��7PNGUU�[QWT�RTQXKFGT�KU�CV�VJG�VQR�QH�VJGKT�ENCUU�KP�VJCV
OCTMGV��KV�YKNN�DG�FKHHKEWNV�HQT�VJGO�VQ�IQ�HQTYCTF�YKVJ�VJQUG�WPKV�EQUVU�KP�VJG�DKF���

(KPCNN[��VJGTG	U�VJG�KUUWG��HTQO�VJG�WPKV�EQUV�HQT�UGTXKEG�RGTURGEVKXG��YJGVJGT�QT�PQV
VJG�RTQXKFGT�ECP�CEVWCNN[�UGTXG�CNN�VJG�OGODGTU�FKTGEVN[���+H�VJG�RTQXKFGT�ECP�UGTXG
CNN�VJG�OGODGTU�FKTGEVN[��VJGP�KV	U�C�SWGUVKQP�QH�GUVKOCVKPI�QT�IWGUUVKOCVKPI�VJG�EQUV��
+H�VJG�RTQXKFGT�ECP	V�UGTXG�CNN�VJG�OGODGTU�FKTGEVN[��VJGP�VJG�RTQXKFGT�KU�IQKPI�VQ
JCXG�VQ�IQ�QWVUKFG��UWDEQPVTCEV��CPF�DW[�GZEGUU�RTQXKFGT�ECRCEKV[�KP�VJG�OCTMGV��
9JGVJGT�VJG[�ECP�UWDEQPVTCEV�CV�VJG�UCOG�WPKV�EQUV�VJCV�VJG[�JCXG�CUUWOGF�KP�VJGKT
DKF�KU�CP�QRGP�KUUWG�

#�VJKTF�EJCNNGPIG��CPF�RTQDCDN[�C�ETKVKECN�SWGUVKQP�JGTG��KU�VJG�QRVKOCN�RTKEG���9JGP
[QW	TG�FQPG��[QW	TG�IQKPI�VQ�DG�RTGUGPVKPI�C�2/2/�ECRKVCVKQP�DKF��HQT�VJG�*/1��C
JKIJGT�ECRKVCVKQP�DKF�KU�PQV�IQQF���+PETGCUKPI�VJCV�ECRKVCVKQP�YKNN�FGETGCUG�VJG
NKMGNKJQQF�QH�YKPPKPI�VJG�DKF��UQ�[QW	TG�NGUU�NKMGN[�VQ�YKP�YKVJ�C�JKIJGT�EQUV���+H�[QW
FQ�YKP��QH�EQWTUG��[QWT�RTQHKV�YKNN�DG�JKIJGT��DWV�C�JKIJGT�DKF�CNUQ�KPETGCUGU�VJG
NKMGNKJQQF�VJCV�[QW�NQUG�[QWT�GZKUVKPI�OCTMGV�UJCTG���5Q�KPETGCUKPI�VJG�TKUM�QH�NQUKPI
[QWT�EWTTGPV�OCTMGV�UJCTG�KU�UQOGVJKPI�VJCV�IGVU�C�NQV�QH�RTQXKFGTU�UECTGF���1P�VJG
QVJGT�JCPF��KH�[QW�FGETGCUG�[QWT�ECRKVCVKQP�RTKEG�DKF��KV�KPETGCUGU�[QWT�NKMGNKJQQF�QH
YKPPKPI�VJG�DKF��DWV�KV�FGETGCUGU�VJG�RTQHKVCDKNKV[�QH�VJG�EQPVTCEV�KP�VJG�GXGPV�VJCV
[QW�YKP���6JG�QRVKOCN�DKF�RTKEG�ECP�DG�XGT[�JCTF�VQ�FGVGTOKPG�KP�C�OCTMGV�YJGTG
VJG�*/1U�CTG�CDNG�VQ�FTKXG�C�NQV�QH�OCTMGV�UJCTG�KP�VJKU�YC[���
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+�VJKPM�VJG�HQWTVJ�EJCNNGPIG�IQGU�CNQPI�YKVJ�VJCV�UCOG�KUUWG�QH�DGKPI�FKHHKEWNV�VQ
FGVGTOKPG�VJG�DKF�RTKEG���+V�KU�C�SWGUVKQP�QH�FQEWOGPVCVKQP���6JGTG	U�C�PGY�UVCPFCTF
QH�RTCEVKEG��YJKEJ�GKVJGT�JCU�DGGP�CRRTQXGF�QT�YKNN�DG�CRRTQXGF�UJQTVN[��QP
FQEWOGPVCVKQP�CPF�JGCNVJ�RNCP�TCVG�OCMKPI���+V	U�PQV�ENGCT�JQY�[QW�IQ�CDQWV
FQEWOGPVKPI�CNN�QH�VJKU���+V	U�PQV�CU�UKORNG�CU�LWUV�RWVVKPI�VQIGVJGT�C�RTKEKPI�OQFGN��
9JGP�[QW	TG�FQPG��[QW�GPF�WR�YKVJ�C�2/2/�TCVG���;QWT�WPKV�EQUV�TGKODWTUGOGPV
GPFU�WR�CU�C�HTCEVKQP���;QW�GUUGPVKCNN[�GPF�WR�FKXKFKPI�[QWT�2/2/�D[�[QWT
WVKNK\CVKQP���6JCV��KP�GHHGEV��KU�YJCV�[QWT�EQUV�RGT�UGTXKEG�KU�CHVGT�VJG�HCEV���5Q�VJGTG
CTG�C�NQV�QH�LWFIOGPVCN�KUUWGU�KP�RWVVKPI�VQIGVJGT�C�RTQRQUCN�NKMG�VJCV��

6JKU�MKPF�QH�NGCFU�KPVQ�VJG�PGZV�RQKPV��YJKEJ�KU�C�OCVVGT�QH�RTQHGUUKQPCN�TKUM���+�FQP	V
MPQY�JQY�OCP[�QH�[QW�CTG�EQPUWNVCPVU�QT�FGCN�YKVJ�VJKU�HTQO�VJCV�RGTURGEVKXG���+V
ECP�EGTVCKPN[�DG�C�FKHHKEWNV�RQUKVKQP�DGECWUG�KH�[QW	TG�YQTMKPI�HQT�C�RTQXKFGT�KP�VJKU
UKVWCVKQP��VJG�RTQXKFGT�TWPU�VJG�TKUM�QH�NQUKPI�OCTMGV�UJCTG�VJCV�VJG[�RTGXKQWUN[�JCF��
+V�KU�CU�IQQF�CU�NQUV���7PHQTVWPCVGN[��VJG�RTQXKFGT�KU�OQUV�NKMGN[�VQ�YKP�VJG�DKF�KH�C
OKUVCMG�JCU�DGGP�OCFG��QT�KH�VJG[	XG�WPFGTGUVKOCVGF�VJG�EQUV���+�YCU�TGCFKPI�CP
CTVKENG�QP�EQORGVKVKXG�DKFFKPI�CPF�KV�UCKF�VJCV�VJKU�JCRRGPU�QHVGP�KP�VJGUG�V[RGU�QH
DKFFKPI�UKVWCVKQPU��;QW�CUM�[QWTUGNH�YJCV�VJG�QRVKOCN�DKF�RTKEG�KU��CPF�CV�VJG�VKOG
[QW�OCMG�[QWT�QRVKOCN�DKF�RTKEG��KV	U�C�DCNCPEG�DGVYGGP�VJG�KPETGCUKPI�CPF
FGETGCUKPI�RTQDCDKNKV[�QH�YKPPKPI���9JCV�KH�[QW�VJGP�HKPF�QWV�VJCV�[QW	XG�YQP!��6JG
EQPFKVKQPCN�RTQDCDKNKV[�QH�VJCV�CEVWCNN[�EJCPIGU���+H�[QW�YKP��KV	U�OQTG�NKMGN[�VJCV�[QW
YQP�DGECWUG�[QW�OCFG�C�OKUVCMG��1PG�TGCUQP�VJCV�VJKU�JCRRGPU�KU�DGECWUG�VJGTG
CTG�PWOGTQWU�WPEGTVCKPVKGU�KP�GUVKOCVKPI�VJQUG�EQUVU���*QY�OCP[�RGQRNG�CTG�QWV
VJGTG�DKFFKPI!��*QY�ETC\[�CTG�VJGUG�QVJGT�RTQXKFGTU!��#TG�VJG[�CU�UECTGF�CU�+�CO!�
9JCV�CTG�VJGKT�WPKV�EQUVU!��*QY�CIITGUUKXG�CTG�VJG[�IQKPI�VQ�DG!��*QY�DCFN[�FQ�+
YCPV�VJKU!��#NN�VJGUG�HCEVQTU�IQ�KPVQ�VJKU���6JGTGHQTG��KP�VGTOU�QH�OCPCIKPI
RTQHGUUKQPCN�TKUM��YJGVJGT�[QW	TG�C�EQPUWNVCPV�QT�YJGVJGT�[QW�YQTM�HQT�CP�KPUWTGT�QT
*/1�ENKGPV��[QW�OWUV�FKUVKPIWKUJ�[QWT�TQNG�CU�CP�CEVWCT[��RGT�UG��HTQO�VJG�TQNG�QH
VJG�KPFKXKFWCN�YJQ�UC[U��CV�UQOG�RQKPV��[QW�JCXG�VQ�OCMG�C�FGEKUKQP�VQ�FQ�QPG
VJKPI�QT�CPQVJGT���+V	U�XGT[�KORQTVCPV�VQ�DG�ENGCT�QP�VJQUG�TQNGU���%GTVCKPN[��VJKU�KU�PQV
TGUVTKEVGF�VQ�VJKPIU�NKMG�URGEKCNV[�ECRKVCVKQPU���9G	XG�UGGP�UKVWCVKQPU�YJGTG�C
RTQXKFGT�QYPGF�*/1��YKVJ�C�JKIJ�/GFKECKF�EQPVGPV�HCEKPI�VJG�UCOG�EQORGVKVKXG
DKF�KP�VJG�/GFKECKF�OCTMGV��OKIJV�CUM�VJG�HKPCPEKCN�IW[�CV�VJG�*/1�CPF�VJG[�CUM
HQT�VJG�EQPUWNVKPI�CEVWCT[çU�QRKPKQP���;QW�EQOG�WR�YKVJ�C�HGY�VJKPIU�CPF�VJG
FGEKUKQP�OCMGT�VCMGU�VJGKT�DKF�TKIJV�VQ�VJG�DQVVQO�CPF�VJCV�RTQXKFGU�C�NQV�QH�TKUM�VQ
VJG�QTICPK\CVKQP���#V�VKOGU�NKMG�VJCV��[QW�PGGF�VQ�DG�ECTGHWN�VQ�RQKPV�QWV�VJG�TKUMU�VJCV
[QW�OC[�PGGF�VQ�VCMG�VQ�IGV�VJG�DKF���+H�[QW�IGV�VJG�DKF��[QW�OC[�DG�KP�VTQWDNG�GKVJGT
YC[�KH�VJCV	U�YJCV�KV�VCMGU�VQ�IGV�VJG�DKF��

(KPCNN[��VJGTG�CTG�C�EQWRNG�QH�TGUQWTEGU��6JGTG�CTG�#EVWCTKCN�5VCPFCTFU�QH�2TCEVKEG���
0QU�������������CPF������6JGTG�KU�CNUQ�VJG�$$#�QH�������VJG�/GFKECTG�2TQXKFGT�CV�
4KUM�4WNGU��CPF�VJG�0#+%�4KUM�$CUGF�%CRKVCN�HQT�/%1U�
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6JG�$$#�GUVCDNKUJGU�C�FGHKPKVKQP�QH�C�RTQXKFGT�UGTXKEG�QTICPK\CVKQP���*%(#�RWV�QPG
QH�VJGUG�FGHKPKVKQPU�KPVQ�NCY�CPF�QPG�QH�VJG�RQKPVU�QH�VJKU�KU�VJCV�C�RTQXKFGT�UGTXKEG
QTICPK\CVKQP��YJKEJ�KU�CP�/%1�VJCV	U�GUVCDNKUJGF�CPF�TWP�D[�RTQXKFGTU��YKNN�DG�CDNG
VQ�EQPVTCEV�FKTGEVN[�YKVJ�*%(#�VQ�RTQXKFG�VJG�PGY�/GFKECTG�2NWU�%JQKEG�*/1�V[RG
RTQITCO���6JKU�YCU�CEVWCNN[�C�MG[�KUUWG�HQT�VJG�RTQXKFGTU�KP�VJG�$$#��6JG�UKPING
OQUV�KORQTVCPV�KUUWG�KU�VJCV��KP�IGPGTCN��*%(#�YCPVU�VQ�EQPVTCEV�YKVJ�UVCVGYKFG
CIGPEKGU���6JGTG	U�C�RTQXKUKQP�VJCV�UC[U�VJCV�KH�VJG�UVCVG�RTQXKFGU�OQTG�TGUVTKEVKXG
NKEGPUKPI�TGSWKTGOGPVU�QT�ECRKVCN�TGSWKTGOGPVU�VJCP�YJCV�VJG�UGETGVCT[�QH�*%(#
YQWNF�TGSWKTG��VJGP�*%(#�ECP�ITCPV�C�YCKXGT�VQ�VJG�251�VQ�EQPVTCEV���6JG�TGNGXCPEG
QH�VJKU�KU�XGT[�FKTGEV�VQ�VJKU�YJQNG�KUUWG�VJCV�+	XG�DGGP�VCNMKPI�CDQWV���/CP[�RTQXKFGT�
QTKGPVGF�/%1U�CTG�TKUKPI�DGECWUG�*/1U�JCXG�UVCTVGF�QHH�D[�PGIQVKCVKPI
TGKODWTUGOGPV�CPF�EQPVTQNNKPI�WVKNK\CVKQP�CPF�UVGGTKPI���#U�VJG�*/1U�JCXG
ICVJGTGF�OQTG�OCTMGV�UJCTG��VJG[	XG�JCF�ITGCVGT�CDKNKV[�VQ�KPHNWGPEG�VJG�OGODGTU
YJQ�EQOG�VQ�VJG�*/1U���5GEQPF��VJG[	XG�VWTPGF�CTQWPF�CPF�UJKHVGF��KP�OCP[
ECUGU��XKTVWCNN[�CNN�VJG�TKUM�QPVQ�VJG�RTQXKFGTU��UQ�VJG�RTQXKFGTU�CTG�KP�C�UKVWCVKQP
YJGTG�VJG[	TG�GUUGPVKCNN[�CEVKPI�CU�VJG�KPUWTCPEG�EQORCP[��
VJG[	TG�VJG�TKUM�VCMGTU��
DWV�VJG[�FQP	V�JCXG�VJG�CDKNKV[�VQ�OCTMGV�FKTGEVN[�VQ�VJG�RWTEJCUGT���6JG�RTQXKFGTUç
CDKNKV[�VQ�IQ�QWV�CPF�VCMG�VJG�TKUM�FKTGEVN[�VQ�OCTMGV�KU�C�XGT[�DKI�KUUWG��+P�VJG�ECUG�QH
/GFKECTG��VJCV	U�C�XGT[�KORQTVCPV�KUUWG���+H�[QW�NQQM�CV�%CNKHQTPKC��VJG�RGTEGPVCIG�QH
RTGOKWO�VJCV�KU�TGVCKPGF�D[�VJG�*/1U�ECP�DG�HCKTN[�NCTIG��GKVJGT�KP�RGTEGPVCIG
VGTOU�QT�KP�CDUQNWVG�FQNNCTU���6JKU�YCU�C�DKI�KVGO�HQT�VJGO�

(TQO�VJG�(NQQT���)TCF[��[QW�UCKF�VJCV�*/1�OGODGTU�CTG�QPN[�TGURQPUKDNG�HQT�EQ�
RC[OGPVU�CPF�VJG�NKMG���+P�OQUV�UVCVGU��CTG�*/1�OGODGTU�JGNF�JCTONGUU�KH�VJG
*/1�UJQWNF�DGEQOG�KPUQNXGPV!

/T��%CVVGTCNN���+�FQP	V�MPQY�YJCV�VJG�UVCVG�NCYU�UC[���6JCV�TGCNN[�KU�OQTG�QH�CP�KUUWG
HQT�VJG�RTQXKFGTU�VJGOUGNXGU���+�VJKPM�YJCV�VGPFU�VQ�JCRRGP�KH�VJG�*/1�DGEQOGU
KPUQNXGPV�KU�VJCV�VJG�RTQXKFGT�KU�QP�VJG�JQQM�CPF�KU�IGPGTCNN[�QWV�QH�NWEM�CU�HCT�CU
TGEGKXKPI�TGKODWTUGOGPV�HTQO�VJG�OGODGT���+V�LWUV�UVCPFU�CU�C�ETGFKVQT�VQ�VJG�*/1��
+�VJKPM�VJCV	U�JQY�KV�YQTMU��DWV�+	O�PQV�XGT[�HCOKNKCT�YKVJ�JQY�VJG�DCPMTWRVE[�NCYU
YQTM�KP�VJCV�ECUG��

(TQO�VJG�(NQQT���9JCV�CDQWV�HQT�JQURKVCN�UVC[U!

/T��%CVVGTCNN��+P�VJCV�ECUG��+�VJKPM�VJCV�VJG�JQURKVCN�YQWNF�DG�QP�VJG�JQQM���+�JCXG
PQV�JGCTF�QH�ECUGU�YJGTG�JQURKVCNU�IQ�CHVGT�VJG�OGODGTU�VQ�IGV�TGKODWTUGOGPV�CHVGT
VJG�OGODGTUç�*/1�JCU�IQPG�WPFGT��JQYGXGT��KV	U�RQUUKDNG�VJCV�KV�JCU�JCRRGPGF���+
FQP	V�MPQY�

/T��4QUU���+�VJKPM�OQUV�*/1�RTQXKFGT�EQPVTCEVU�UVCVG�VJCV�VJG�RTQXKFGTU�YKNN�PQV
RWTUWG�VJG�OGODGT�KP�VJG�GXGPV�QH�KPUQNXGPE[�
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(TQO�VJG�(NQQT���+�JCXG�C�SWGUVKQP�CDQWV�VJG�ITQWR�OQFGN��YJGTG�VJGTG�CTG�ECRVKXGU
QT�VJG�UVCHH�OQFGN���&Q�[QW�JCXG�CP[�EQTTGNCVKQP�YKVJ�EQORGVGPE[�HQT�FQEVQTU�YJQ
YQWNF�UKIP�WR�KP�VJQUG�VJKPIU!��+�MPQY�VJCV	U�PQV�UQOGVJKPI�VJCV�[QW�VCNMGF�CDQWV�
DWV�+	O�LWUV�TGCNN[�EWTKQWU�KH�VJGTG	U�CP[�EQTTGNCVKQP�VJGTG�

/T��%CVVGTCNN���5QOG�ECRVKXG�ITQWR�OQFGN�*/1U�CTG�UGV�WR�D[�CECFGOKE�JQURKVCNU
QT�CECFGOKE�OGFKECN�EGPVGTU��UQ�VJG[�CEVWCNN[�JCXG�C�EGTVCKP�COQWPV�QH�RTGUVKIG�VJCV
YKNN�QHHUGV�VJG�PGICVKXG�OCTMGVKPI�GHHGEV�QH�JCXKPI�C�ENQUGF�RCPGN���+P�O[
EQPXGTUCVKQPU�YKVJ�RJ[UKEKCPU��+�MPQY�VJCV�VJG�OQUV�CODKVKQWU�YCPV�VQ�DG
KPFGRGPFGPV�CPF�KP�C�RQUKVKQP�YJGTG�VJG[�ECP�OCZKOK\G�VJGKT�KPEQOG�TCVJGT�VJCP
DG�QP�C�UCNCT[���*QYGXGT��VJGTG�CTG�EQWPVGTXCKNKPI�HQTEGU�VJCV�+�VJKPM�ECPEGN�VJCV�QWV��
+�YQWNFP	V�UC[�VJCV�VJGTG	U�CP[�EQTTGNCVKQP�DGVYGGP�RJ[UKEKCP�EQORGVGPEG�QT
RJ[UKEKCP�RTGUVKIG�CPF�JQY�VKIJVN[�VJG�*/1�EQPVTQNU�VJGO��

/T��4QUU���6JGTG�CTG�C�EQWRNG�QH�KUUWGU�YKVJ�JCXKPI�UCNCTKGF�RJ[UKEKCPU���+P�VGTOU�QH
OCPCIKPI�[QWT�WPKV�EQUV��[QW�JCXG�VQ�MGGR�[QWT�OGODGT�RCPGN�UK\G�WR�VQ�CP
CRRTQRTKCVG�XQNWOG�UQ�[QW�JCXG�GPQWIJ�XQNWOG�VQ�FKUVTKDWVG�VJQUG�EQUVU��
%QPXGTUGN[��HQT�C�IKXGP�RCPGN�UK\G��[QW�PGGF�VQ�WUG�VJG�HGYGUV�PWODGT�QH�RJ[UKEKCPU
CU�RQUUKDNG��+H�[QW	TG�IQKPI�VQ�FQ�VJCV�CPF�OCKPVCKP�SWCNKV[��VJG�RJ[UKEKCPU�PGGF�VQ
YQTM�JCTF���1PG�QH�VJG�KUUWGU�VJCV�OKIJV�DG�JKVVKPI�UQOG�QH�VJG�UVCHH�OQFGN�UCNCTKGF
RJ[UKEKCP�V[RG�RTQXKFGT�QTICPK\CVKQPU��UQOG�QH�VJG�+&5U�
YJGTG�JQURKVCNU�CTG�DW[KPI
RJ[UKEKCP�RTCEVKEGU���KU�JQY�VQ�OCKPVCKP�KPEGPVKXGU�HQT�VJG�RJ[UKEKCPU�VQ�YQTM�CU
JCTF�QPEG�VJG[	TG�UCNCTKGF�CU�VJG[�YGTG�YQTMKPI�YJGP�VJG[�YGTG�KP�RTKXCVG�RTCEVKEG��
1H�EQWTUG��VJCV	U�CP�GXGP�DKIIGT�KUUWG�HQT�VJQUG�JQURKVCNU�YJGTG�VJG[	TG�OCMKPI�IQQF
YKNN�RC[OGPVU�QP�RJ[UKEKCP�RTCEVKEGU�KP�VJG�UKZ�HKIWTG�TCPIG���6JG[�EQPVKPWG�VQ�RC[�C
JGHV[�UCNCT[�VQ�DW[�VJG�RJ[UKEKCP�CPF�JCXG�JKO�QT�JGT�EQOG�QP�DQCTF���#NN�QH�C
UWFFGP�VJCV�RJ[UKEKCP	U�KPEGPVKXG�VQ�YQTM�JCTF�OC[�JCXG�IQPG�FQYP�CPF�NGUU
CRRTQRTKCVG�KPEGPVKXGU�CTG�RWV�KP�

(TQO�VJG�(NQQT���+�JCXG�VYQ�SWGUVKQPU���6JG�HKTUV�FGCNU�YKVJ�VJG�HQTO�QH�VJG
UWDECRKVCVKQP�HQT�URGEKCN�UGTXKEGU���+H��HQT�GZCORNG��[QW�YCPV�VQ�UWDECRKVCVG�JQOG
JGCNVJ�ECTG�UGTXKEGU��KU�VJCV�FQPG�QP�C�2/2/��QT�C�RGT�ENKGPV�RGT�OQPVJ��QT�C�RGT�
ENCKOCPV�RGT�OQPVJ�DCUKU!��9JCV	U�VJG�DCUKU�HQT�UQOG�QH�VJGUG�UWDECRKVCVKQPU!��+U�KV
CNYC[U�RGT�GPTQNNGF�OGODGT�RGT�OQPVJ!��5GEQPF��+	F�DG�KPVGTGUVGF�KP�[QWT
EQOOGPVU�QP�YJCV�MKPF�QH�C�OQFGNKPI�JQTK\QP�KU�V[RKECNN[�WUGF�KP�VJGUG�CPCN[UGU��
+H�VJG�ECRKVCVKQP�TCVG�KU�UGV��UC[�HQT�VJG�PGZV�[GCT��FQGU�VJCV�OGCP�VJCV�[QW	TG�FQKPI
RTQLGEVKQPU�HQT�VJG�PGZV�[GCT�QT�FQ�[QW�IQ�QWV�VJTGG��HQWT��QT�HKXG�[GCTU�KP�VJG�HWVWTG
CPF�VT[�VQ�GUVKOCVG�WVKNK\CVKQP�CPF�WPKV�EQUV!

/T��4QUU���*QOG�JGCNVJ�KU�CP�KPVGTGUVKPI�SWGUVKQP���6JGTG�KU�C�URGEVTWO�QH
TGKODWTUGOGPV�CRRTQCEJGU�KP�CP[�UGTXKEG���;QW�ECP�IQ�HGG�HQT�UGTXKEG�YKVJ�UQOG
UQTV�QH�FKUEQWPV�QT�HGG�UEJGFWNG���'UUGPVKCNN[��VJG�OQTG�UGTXKEGU�VJCV�CTG�RTQXKFGF�
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VJG�OQTG�[QW�RC[���6JGP��VJTQWIJ�UQOG�UQTV�QH�CWVJQTK\CVKQP�RTQEGUU�QT�WVKNK\CVKQP
TGXKGY�RTQEGUU��KV�KU�WR�VQ�UQOGDQF[�VQ�NKOKV�VJCV���6JGP�VJGTG�CTG�QVJGT
TGKODWTUGOGPV�OGVJQFQNQIKGU�VJCV�TCPIG�HTQO�VJCV�CV�QPG�GZVTGOG���#V�VJG�QVJGT
GZVTGOG�KU�ECRKVCVKQP��YJGTG�CNN�QH�VJCV�WVKNK\CVKQP�TKUM�IGVU�UJKHVGF�QXGT�VQ�VJG
RTQXKFGT���+P�JQOG�JGCNVJ��[QW�ECP�JCXG�RGT�FC[�XKUKVU�CPF�C�XCTKGV[�QH�VJKPIU��6JGTG
JCXG�DGGP�UWIIGUVKQPU�QH�UQ�ECNNGF�CEVKXG�ECRKVCVKQP��YJGTG�[QW�RC[�GUUGPVKCNN[�C
ECUG�TCVG�RGT�OQPVJ�CU�QRRQUGF�VQ�C�ECUG�TCVG�TGICTFNGUU�QH�FWTCVKQP���

1PG�QH�VJG�KUUWGU�QH�JQOG�JGCNVJ�ECRKVCVKQP�KU�VJCV�KP�UQOG�OCTMGVU�JQOG�JGCNVJ
ECTG�JKUVQTKECNN[�OC[�PQV�DG�WUGF�XGT[�CIITGUUKXGN[�D[�VJG�*/1���6JGP��CU�C�JQOG
JGCNVJ�RTQXKFGT��KH�[QW�DW[�KPVQ�VJCV�JQOG�JGCNVJ�ECRKVCVKQP�DCUGF�WRQP�VJG
JKUVQTKECN�WVKNK\CVKQP�TGUWNVU��[QW�JCXG�C�VTGOGPFQWU�COQWPV�QH�TKUM�DGECWUG�PQY�VJG
*/1�JCU�ECRKVCVGF�[QW���6JG[�UC[�VJCV�VJG[�CTG�IQKPI�VQ�XGT[�CIITGUUKXGN[�OCPCIG
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