
��
�

3URPRWLQJ�3ULYDWH�&RYHUDJH�6ROXWLRQV�WR�$GGUHVV�WKH�8QLQVXUHG��
�

3UHSDUHG�UHPDUNV�E\�'DYLG�.OHLQ��&KLHI�([HFXWLYH�2IILFHU�RI�([FHOOXV�%OXH&URVV�
%OXH6KLHOG��EHIRUH�WKH�1<6�'HSDUWPHQWV�RI�+HDOWK�DQG�,QVXUDQFH��

�
6HSWHPEHU����������

�
�
*RRG�PRUQLQJ��
�
0\�QDPH�LV�'DYLG�.OHLQ��,¶P�WKH�FKLHI�H[HFXWLYH�RIILFHU�RI�([FHOOXV�%OXH&URVV�%OXH6KLHOG�DQG�LWV�
SDUHQW�FRUSRUDWLRQ��2XU�FROOHFWLYH�������HPSOR\HH�FRPSDQ\�SURYLGHV�KHDOWK�FRYHUDJH�WR�DERXW�
��PLOOLRQ�1HZ�<RUNHUV�LQ�PDQ\�SDUWV�RI�XSVWDWH�1HZ�<RUN��
�
:LWK����ORFDWLRQV�DFURVV�XSVWDWH��ZH�DOVR�SURYLGH�SK\VLFLDQ�FDUH��KRPH�FDUH�DQG�QXUVLQJ�
DJHQF\�VHUYLFHV�WR�PRUH�WKDQ���������SDWLHQWV�HDFK�\HDU��2XU�ORQJ�WHUP�FDUH�LQVXUDQFH�
EXVLQHVV�SURYLGHV�FRYHUDJH�WR�PRUH�WKDQ���������SHRSOH�WKURXJKRXW�WKH�8QLWHG�6WDWHV���
�
7KDQN�\RX�IRU�LQYLWLQJ�PH�WR�SURYLGH�WHVWLPRQ\�RQ�ZKDW�LV�QRW�RQO\�RQH�RI�WKH�PRVW�LPSRUWDQW�
VRFLDO�LVVXHV�ZH�IDFH��EXW�DQ�LVVXH�WKDW�LV�DOVR�IXQGDPHQWDO�WR�RXU�PLVVLRQ�DV�DQ�RUJDQL]DWLRQ�DV�
ZHOO�RXU�YHU\�VXUYLYDO�DV�DQ�XSVWDWH�HPSOR\HU��,W�LV�QR�H[DJJHUDWLRQ�WR�VD\�WKDW�WKH�HFRQRP\�RI�
XSVWDWH�1HZ�<RUN�LV�RXU�GHVWLQ\�EHFDXVH�MREV�PHDQ�KHDOWK�FDUH�EHQHILWV��$V�ERWK�DQ�HPSOR\HU�
DQG�VWDNHKROGHU��ZH�IDFH�D�P\ULDG�RI�FKDOOHQJHV�LQ�WKH�XSVWDWH�1HZ�<RUN�KHDOWK�FDUH�
PDUNHWSODFH��ZKHWKHU�LW�LV�WKH�DJH�RI�RXU�KRVSLWDOV��SK\VLFLDQ�VKRUWDJHV��DGHTXDF\�RI�KHDOWK�
LQIRUPDWLRQ�WHFKQRORJ\��RU�DIIRUGDELOLW\�RI�FRYHUDJH���$Q\�VROXWLRQ�WR�WKH�XQLQVXUHG�PXVW�
DGGUHVV�HDFK�RI�WKHVH�FULWLFDO�LVVXHV�����
�
0\�UHPDUNV�WRGD\�ZLOO�VHHN�WR�PDNH�WKH�FDVH�WKDW�VROXWLRQV�OHDGLQJ�WRZDUG�XQLYHUVDO�KHDOWK�
FRYHUDJH�VKRXOG�SODFH�JUHDWHU�HPSKDVLV�RQ�UHPRYLQJ�EDUULHUV�WR�DQG�FUHDWLQJ�LQFHQWLYHV�IRU�
PRUH�SULYDWH�KHDOWK�FDUH�FRYHUDJH�EHFDXVH�JRYHUQPHQW�VKRXOG�QRW�DQG�UHDOO\�FDQQRW�WDNH�RQ�
WKH�HQWLUH�EXUGHQ��$QG��WKH�DSSURDFK�WRZDUG�DIIRUGDEOH�DFFHVV�DQG�RWKHU�KHDOWK�FDUH�LVVXHV�
QHHG�WR�EH�DGGUHVVHG�LQ�D�FROODERUDWLYH�SDUWQHUVKLS�DUUDQJHPHQW��
�
3OHDVH�SHUPLW�PH�WR�EHJLQ�P\�WHVWLPRQ\�ZLWK�ZKDW�,�EHOLHYH�DUH�WZR�FRPPRQ�SULQFLSOHV�ZH�
VKDUH�IRU�SXEOLF�DQG�SULYDWH�KHDOWK�FRYHUDJH��
�
&RPPRQ�SULQFLSOHV�IRU�SXEOLF�SULYDWH�KHDOWK�FRYHUDJH�
�
)LUVW��JRYHUQPHQW�KDV�KLVWRULFDOO\�DVVXPHG�WKH�UROH�RI�ILQDQFLQJ�KHDOWK�FRYHUDJH�IRU�SHRSOH�ZKR�
WUXO\�FDQQRW�DIIRUG�LW���,QWHOOLJHQW�SXEOLF�SROLFLHV�HQDFWHG�RYHU�UHFHQW�\HDUV�KDYH�SODFHG�D�
JUHDWHU�HPSKDVLV�RQ�WKH�LPSRUWDQFH�RI�WKH�SRRU�JHWWLQJ�PRUH�SULPDU\�FDUH�QHHGV�DGGUHVVHG�
EHIRUH�WKHLU�KHDOWK�FRQGLWLRQV�ZRUVHQ�DQG�EHFRPH�ERWK�OLIH�WKUHDWHQLQJ�DQG�PRUH�H[SHQVLYH��
:H�DOVR�EHOLHYH�WKDW�WKH�LGHDO�PHWKRG�RI�IXQGLQJ�KHDOWK�FRYHUDJH�IRU�WKH�SRRU�LV�WKURXJK�WKH�
EURDGHVW�EDVH�RI�WD[HV�DV�ZH�GR�IRU�VXFK�WKLQJV�DV�HGXFDWLRQ�RU�SXEOLF�VDIHW\��
�
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7KH�VHFRQG�SULQFLSOH�LV�WKDW�JRYHUQPHQW�VKRXOG�VHHN�ZD\V�WKDW�HQFRXUDJH�HPSOR\HUV�DQG�
ZRUNHUV�WR�YROXQWDULO\�SXUFKDVH�SULYDWH�KHDOWK�FRYHUDJH��(YHU\�LQGLYLGXDO�ZLWK�SULYDWH�KHDOWK�
FDUH�FRYHUDJH�LV�RQH�OHVV�LQGLYLGXDO�ZLWK�D�SRWHQWLDO�QHHG�IRU�WD[SD\HU�ILQDQFHG�FRYHUDJH�RU�
FDWDVWURSKLF�FDUH��+LVWRULFDOO\��WKH�FRQFHSW�RI�KHDOWK�LQVXUDQFH�ZDV�DQ�LQYHQWLRQ�RI�WKH�SULYDWH�
VHFWRU�ZLWK�FROODERUDWLRQ�DPRQJ�WKH�SURYLGHUV�RI�FDUH��HPSOR\HUV�DQG�JRYHUQPHQW��3OXUDOLVWLF�
ILQDQFLQJ�EHQHILWV�WKH�KHDOWK�FDUH�GHOLYHU\�V\VWHP�E\�SURWHFWLQJ�LW�IURP�WKH�HEEV�DQG�IORZV�RI�
WKH�HOHFWLRQ�F\FOH�DQG�FRPSHWLQJ�GHPDQGV�IRU�JRYHUQPHQW�VSHQGLQJ��7RGD\��PLOOLRQV�RI�
$PHULFDQV�KDYH�SULYDWH�KHDOWK�FDUH�FRYHUDJH��2XU�FROOHFWLYH�FKDOOHQJH�LV�WR�PDNH�LW�PRUH�
DIIRUGDEOH�ZLWKRXW�VDFULILFLQJ�WKH�TXDOLW\�RI�FDUH�SURYLGHG��
�
*RYHUQPHQW�SURJUDPV�DUH�H[SDQGLQJ�
�
1HZ�<RUN�6WDWH�KDV�H[SHULHQFHG�VXFFHVV�LQ�GHFUHDVLQJ�±�RU�DW�OHDVW�VWDELOL]LQJ�±�WKH�QXPEHU�RI�
XQLQVXUHG�E\�LQFUHDVLQJ�HQUROOPHQWV�LQ�JRYHUQPHQW�SURJUDPV�VXFK�DV�0HGLFDLG��&KLOG�+HDOWK�
3OXV�DQG�)DPLO\�+HDOWK�3OXV��:LWK�HYHU\�H[SDQVLRQ�RI�JRYHUQPHQW�LQVXUDQFH�SURJUDPV��WKHUH�
DUH�FRVWV�DVVRFLDWHG�WKDW�DUH�ERUQ�E\�WD[SD\HUV��2XU�HFRQRP\�LV�OHVV�GLYHUVLILHG�DQG�OHVV�
FRPSHWLWLYH�UHODWLYH�WR�WD[HV��VR�H[SDQGLQJ�HQWLWOHPHQWV�LV�FKDOOHQJLQJ�WR�RXU�FRPPRQ�JRDO�RI�
VHHNLQJ�MRE�JURZWK��
�
*RYHUQPHQW�DFWLRQV�KDYH�DGGHG�FRVWV�WR�DQG�GHFUHDVHG�QXPEHUV�RI�WKH�SULYDWHO\�
LQVXUHG�
�
2Q�WRS�RI�ZKDW�DUH�DOUHDG\�FRQVLGHUHG�WR�EH�XQFRPSHWLWLYH�EURDG�EDVHG�WD[�UDWHV�LQ�1HZ�<RUN�
DUH����ELOOLRQ�LQ�DGGLWLRQDO�WD[HV�FROOHFWHG�IURP�WKRVH�ZKR�YROXQWDULO\�SXUFKDVH�SULYDWH�KHDOWK�
FDUH�FRYHUDJH��7KHVH�³+&5$´�WD[HV�FUHDWHG�E\�WKH�+HDOWK�&DUH�5HIRUP�$FW�DUH�UHOLHG�XSRQ�WR�
SD\�IRU�EDG�GHEW�DQG�FKDULW\�FDUH�UHQGHUHG�E\�KRVSLWDOV��JUDGXDWH�PHGLFDO�HGXFDWLRQ��0HGLFDLG�
DQG�D�KRVW�RI�RWKHU�LWHPV��7RJHWKHU��WD[HV�SDLG�E\�WKH�SULYDWHO\�LQVXUHG�UHSUHVHQW�WKH�VHFRQG�
KLJKHVW�EXVLQHVV�WD[�LQ�WKH�VWDWH�DQG�WKH�IRXUWK�KLJKHVW�RYHUDOO�WD[���
�
:H�ZRXOG�HVWLPDWH�WKDW�IRU�D�VWDQGDUG�W\SH�RI�JURXS�EHQHILW�GHVLJQ��WKH�WZR�+&5$�WD[HV�±�WKH�
�����SHUFHQW�VXUFKDUJH�DQG�WKH�FRYHUHG�OLYHV�DVVHVVPHQW�±�PD\�UHSUHVHQW�DV�PXFK�DV���
SHUFHQW�LQ�VRPH�UHJLRQV�RI�WKH�VWDWH�DQG�QHDUO\���SHUFHQW�LQ�1HZ�<RUN�&LW\��DV�UHIOHFWHG�LQ�WKLV�
PDS��6XUYH\�DIWHU�VXUYH\�GHPRQVWUDWHV�WKDW�FRVW�LV�WKH�UHDVRQ�ZK\�WKH�XQLQVXUHG�GRQ¶W�KDYH�
FRYHUDJH��VR�LPSRVLQJ�WD[HV�RQ�WKRVH�ZKR�GR�KDYH�FRYHUDJH�SRVHV�WKH�ULVN�RI�ORVLQJ�WKHP�WR�
WKH�UDQNV�RI�WKH�XQLQVXUHG��

��
2WKHU�JRYHUQPHQW�DFWLRQV�WKDW�LQFUHDVH�FRVWV�IRU�WKH�SULYDWHO\�LQVXUHG�DUH�PDQGDWHG�EHQHILWV�
LPSRVHG�RQ�HPSOR\HUV�ZKR�DUH�YROXQWDULO\�SURYLGLQJ�KHDOWK�FRYHUDJH���$�VWXG\�E\�1RYD5HVW�

������������

������

������

������

������

������

������
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&RQVXOWLQJ�IRU�WKH�(PSOR\HU�$OOLDQFH�IRU�$IIRUGDEOH�+HDOWKFDUH�LQ�0D\������HVWLPDWHG�WKDW�
PDQGDWHG�EHQHILWV�LQFUHDVHG�KHDOWK�LQVXUDQFH�SUHPLXPV�E\�D�QHW�DPRXQW�RI������SHUFHQW�D�
\HDU���$QG��WKDW�ZDV�EHIRUH�WKH�HQDFWPHQW�RI�7LPRWK\¶V�/DZ��
�
6SOLWWLQJ�WKH�LVVXHV�RI�VSHQGLQJ�YHUVXV�WD[�SROLF\�
�
/HW�PH�EH�FOHDU��,�DP�QRW�FKDOOHQJLQJ�WKH�IDFW�WKDW�+&5$�ILQDQFHV�FULWLFDO�SURJUDPV��+RVSLWDOV�
QHHG�VXSSRUW�IRU�DGGUHVVLQJ�FKDULW\�SDWLHQWV��*UDGXDWH�PHGLFDO�HGXFDWLRQ�QHHGV�WR�EH�
VXSSRUWHG�VR�ZH�KDYH�IXWXUH�JHQHUDWLRQV�RI�ZHOO�TXDOLILHG�SK\VLFLDQV�WR�FDUH�IRU�XV��7KH�LVVXH�LV�
ZKHWKHU�WKH�IXQGLQJ�IRU�WKRVH�FULWLFDO�SURJUDPV�VKRXOG�EH�IURP�EURDGHU�EDVHG�WD[�UHYHQXH�
VRXUFHV��:H�DOVR�KDYH�QR�LVVXH�RQ�WKH�YDOXH�RI�WKH�EHQHILWV�WKDW�WKH�VWDWH�JRYHUQPHQW�KDV�
FKRVHQ�WR�PDQGDWH�RQ�JURXS�LQVXUDQFH�SROLFLHV��)RU�WKRVH�KDYLQJ�D�KHDOWK�SROLF\�WKDW�QRZ�
SURYLGHV�DGGLWLRQDO�FRYHUDJH�IRU�PHQWDO�KHDOWK�FDUH��LW�LV�XQTXHVWLRQDEO\�D�JUHDW�EHQHILW��
�
7KH�ODUJHU�REVHUYDWLRQ�,¶P�DWWHPSWLQJ�WR�PDNH�LV�WKH�PHULW�RI�WDNLQJ�D�VWHS�EDFN�WR�VHH�LI�WKH�
³VROXWLRQV´�DW�RQH�HQG�RI�WKH�TXHVW�IRU�XQLYHUVDO�FRYHUDJH�DQG�H[SDQGHG�DFFHVV�WR�FDUH�PD\�
DOVR�EH�DQ�LPSHGLPHQW�WR�DFKLHYLQJ�WKDW�YHU\�VDPH�JRDO��%\�WKDW��,�PHDQ�WKDW�LI�ZH�LPSOHPHQW�
SXEOLF�SROLFLHV�WKDW�PDNH�FRYHUDJH�PRUH�H[SHQVLYH�IRU�WKRVH�ZKR�YROXQWDULO\�SXUFKDVH�LW��ZH�DUH�
PDNLQJ�LW�OHVV�OLNHO\�WR�H[SDQG�FRYHUDJH�LQ�WKH�SULYDWH�VHFWRU��,Q�IDFW��WKH�DGGHG�FRVWV�DUH�
FUHDWLQJ�D�GHWHUUHQW��
�
7URXEOLQJ�WUHQGV�LQ�KHDOWK�FRYHUDJH�
�
$V�VKRZQ�LQ�WKH�IROORZLQJ�FKDUWV��ORRNLQJ�DW�HPSOR\PHQW�EDVHG�FRYHUDJH�VWDWLVWLFV�IURP�WKH�
8�6��&HQVXV�%XUHDX��ZH�DUH�VHHLQJ�D�GHFOLQH�LQ�FRYHUDJH�WUHQGV�LQ�XSVWDWH�DUHDV��ZKLOH�LQ�WKH�
GRZQVWDWH�PDUNHW��ZLWK�D�UREXVW�HFRQRP\��WKHUH�LV�D�VOLJKW�UHYHUVDO��:KDW�ZH�VHH�LQ�
JRYHUQPHQW�EDVHG�FRYHUDJH�WUHQGV�LV�VLJQLILFDQW�JURZWK�UHJDUGOHVV�RI�UHJLRQV��7KLV�JURZWK�RI�
JRYHUQPHQW�KHDOWK�FRYHUDJH�LV�WKH�UHDVRQ�IRU�1HZ�<RUN�VHHLQJ�UHODWLYHO\�VWDEOH�RYHUDOO�
XQLQVXUHG�UDWHV��

�

*RYHUQPHQW�EDVHG��
FRYHUDJH�DPRQJ�DGXOWV�
�DJHV���������

(PSOR\PHQW�EDVHG��
FRYHUDJH�DPRQJ�DGXOWV�
�DJHV��������
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1998 

2006 

:KHQ�ZH�ORRN�DW�WKRVH�PRYHPHQWV�WRJHWKHU��,�EHOLHYH�ZH�DUH�VHHLQJ�VLJQV�RI�DQ�XQVXVWDLQDEOH�
WUHQG��SDUWLFXODUO\�IRU�XSVWDWH���FRQWLQXHG�HURVLRQ�RI�HPSOR\PHQW�EDVHG�FRYHUDJH�DQG�FRQWLQXHG�
JURZWK�LQ�JRYHUQPHQW�EDVHG�FRYHUDJH��2WKHU�/DERU�'HSDUWPHQW�VWDWLVWLFV�DGG�IXUWKHU�WR�WKHVH�
ILQGLQJV��:H�ZLWQHVVHG�WKH�ORVV�RI�DERXW��������HPSOR\HHV�IURP������WR������LQ�WKH�PDMRU�
UHJLRQV�RI�RXU�LQVXUDQFH�RIIHULQJV�±�5RFKHVWHU��%XIIDOR��%LQJKDPWRQ��6\UDFXVH�DQG�8WLFD��7KHVH�
RSSRVLWH�WUHQG�OLQHV�DUH�XQGHVLUDEOH�VWDWHPHQWV�DERXW�RXU�HFRQRP\�DQG�RXU�SURVSHFWV�WR�
H[SDQG�KHDOWK�FRYHUDJH��
�
%DODQFLQJ�SULYDWH�DQG�JRYHUQPHQW�FRYHUDJH�
�
:H�QHHG�WR�SURSHUO\�EDODQFH�SULYDWH�DQG�JRYHUQPHQW�FRYHUDJH�H[SDQVLRQV���$QG��DV�ZH�WU\�WR�
ILJXUH�RXW�JOREDO�VROXWLRQV�WR�XQLYHUVDO�FRYHUDJH��LW�PDNHV�VHQVH�WR�LGHQWLI\�WKH�PDNHXS�RI�WKH�
XQLQVXUHG�SRSXODWLRQ��,Q�RWKHU�ZRUGV��ZKR�DUH�WKH�XQLQVXUHG"��,Q�ORRNLQJ�DW�&HQVXV�GDWD��LW¶V�
FOHDU�WKDW��JHQHUDOO\��WKH�XQLQVXUHG�DUH�LQGLYLGXDOV�ZKR�FDQ¶W�±�RU�GRQ¶W�±�SXUFKDVH�FRYHUDJH�RQ�
WKHLU�RZQ��VPDOO�EXVLQHVVHV�DQG�WKH�ZRUNLQJ�SRRU��
�
7KH�LQGLYLGXDO�GLUHFW�SD\�PDUNHW�
�
7RGD\¶V�LQGLYLGXDO�GLUHFW�SD\�PDUNHW�LV�UDSLGO\�GHWHULRUDWLQJ��:H¶YH�VHHQ�VWDWHZLGH�HQUROOPHQW�LQ�
WKH�WZR�VWDQGDUG�±�EXW�YHU\�FRPSUHKHQVLYH�±�EHQHILW�GHVLJQV�QHDUO\�FXW�LQ�KDOI�RYHU�WKH�SDVW�
HLJKW�\HDUV��:KHQ�YLHZLQJ�SULFHV�RI�WKH�WZR�SURGXFWV��WKLV�LV�QRW�D�VXUSULVLQJ�UHVXOW��7KH�
VWDWHZLGH�DYHUDJH�PRQWKO\�SUHPLXPV�IRU�IDPLO\�FRYHUDJH�DUH�QRZ�PRUH�WKDQ���������7KHVH�
VWDQGDUG�EHQHILW�SDFNDJHV�DUH�WKH�RQO\�RQHV��E\�ODZ��WKDW�FDQ�EH�RIIHUHG�WR�LQGLYLGXDOV�ZKR�
GLUHFWO\�SXUFKDVH�KHDOWK�FRYHUDJH��
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
7KRVH�NLQGV�RI�SUHPLXP�SULFHV�DUH�QRW�SURILWLQJ�DQ\RQH�HLWKHU��2YHU�WKH�SDVW�ILYH�\HDUV��RQ�
DYHUDJH��RXU�KHDOWK�SODQ�KDV�SDLG�RXW�������LQ�PHGLFDO�EHQHILWV�IRU�RXU�GLUHFW�SD\�PHPEHUV�IRU�
HYHU\�GROODU�ZH�FROOHFWHG�LQ�SUHPLXPV�DQG�WKDW�LV�DIWHU�WKH�VWDWH�VXEVLG\�LV�DGGHG��,I�WKH�VWDWH�
KDGQ
W�SDLG�DQ\�VXEVLG\��ZH�ZRXOG�KDYH�SDLG�RXW�������LQ�PHGLFDO�EHQHILWV�IRU�HYHU\�GROODU�ZH�
FROOHFWHG�LQ�SUHPLXP��6XVWDLQLQJ�VXFK�ORVVHV�LQ�DOO�OLQHV�RI�EXVLQHVV�ZRXOG�EH�D�UHFLSH�WR�QR�
ORQJHU�EH�LQ�EXVLQHVV��7KHVH�UHVXOWV�VXSSRUW�WKH�XQIRUWXQDWH�FRQFOXVLRQ�WKDW�WKH�LQGLYLGXDO�
PDUNHW�LV�RQO\�EHLQJ�XVHG�E\�WKRVH�ZKR�DUH�YHU\�VLFN�RU�YHU\�ZHDOWK\��
�
�
�

72,822

44,090
37,610

13,114

110,432

57,204

HMO POS Total

Standard Direct Pay Enrollments
 (1998-2006)
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7KH�VPDOO�JURXS�PDUNHW�
�
$�VRPHZKDW�VWURQJHU�±�\HW�YXOQHUDEOH�±�PDUNHW�LV�VPDOO�JURXSV��,Q�PDQ\�DUHDV�RI�WKH�VWDWH��
VPDOO�JURXS�SROLFLHV�DUH�DPRQJ�WKH�PRVW�H[SHQVLYH�LQ�WKH�8QLWHG�6WDWHV��)RU�WKDW�UHDVRQ��DERXW�
KDOI�RI�VPDOO�JURXSV�GRQ¶W�SURYLGH�FRYHUDJH�WR�WKHLU�ZRUNHUV��$ERXW����SHUFHQW�RI�WKRVH�ZKR�DUH�
HPSOR\HG�±�EXW�DOVR�XQLQVXUHG�±�ZRUN�IRU�ILUPV�ZLWK�OHVV�WKDQ����HPSOR\HHV��
�
7KH�SRWHQWLDO�WR�HQWLFH�PRUH�RI�WKH�XQLQVXUHG�WR�JHW�FRYHUDJH�
�
7KHUH�LV�PXFK�SRWHQWLDO�WKDW�H[LVWV�WR�UHGXFH�WKH�UDQNV�RI�WKH�XQLQVXUHG�DPRQJ�QRW�RQO\�WKH�
SRRU�WKURXJK�JUHDWHU�HQUROOPHQW�DQG�HOLJLELOLW\�FKDQJHV�EXW�DOVR�DPRQJ�WKRVH�ZKR�PD\�EH�DEOH�
WR�SXUFKDVH�SULYDWH�KHDOWK�FRYHUDJH��
�
�

��
�
�
:KHQ�ORRNLQJ�DW�&HQVXV�GDWD�UHODWHG�WR�XSVWDWH¶V�XQLQVXUHG�DGXOWV��PRUH�WKDQ�D�WKLUG�HDUQ�
��������RU�PRUH���,Q�IDFW�����SHUFHQW�RI�XSVWDWH¶V�XQLQVXUHG�DGXOWV�PDNH���������RU�PRUH��
6HYHQ�SHUFHQW�RI�XQLQVXUHG�DGXOWV�PDNH����������RU�PRUH��)RU�VRPH�RI�WKHVH�XQLQVXUHG�DGXOWV��
WKH�WZR�H[SHQVLYH�GLUHFW�SD\�VWDQGDUG�SURGXFWV�PD\�EH�RXWVLGH�WKHLU�UHDFK��%XW�SURGXFWV�
DYDLODEOH�LQ�WKH�VPDOO�JURXS�PDUNHW�WKDW�RIIHU�YDOXH�EXW�OHVV�FRPSUHKHQVLYH�FRYHUDJH�WKDQ�WKH�
GLUHFW�SD\�VWDQGDUG�GHVLJQV�ZRXOG�OLNHO\�IDOO�ZLWKLQ�D�SULFH�SRLQW�RI�DIIRUGDELOLW\�IRU�PDQ\��
�
�
�
�
�
�
�

0RUH�WKDQ�D�WKLUG�RI�XSVWDWH¶V�XQLQVXUHG�DGXOWV�HDUQ����.��
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&RQFHSWV�IRU�D�QHZ�DSSURDFK�
�
7KH�IDFW�WKDW�ZH�FDQ�LGHQWLI\�SRWHQWLDO�QHZ�FXVWRPHUV�IRU�WKH�SULYDWH�LQVXUDQFH�PDUNHW�LV�DW�WKH�
HVVHQFH�RI�D�VHULHV�RI�FRQFHSWV�RI�ZKDW�WKH�VWDWH�FRXOG�IRVWHU�WR�DFKLHYH�RXU�FRPPRQ�JRDO��
�
,I�WKH�IROORZLQJ�LGHDV�ZHUH�LPSOHPHQWHG�FROOHFWLYHO\��WKH�VWDWH�FRXOG�KHOS�DFKLHYH�VLJQLILFDQW�
UHGXFWLRQV�LQ�SULYDWH�FRYHUDJH�SUHPLXPV�DQG�DWWUDFW�DQG�UHWDLQ�PRUH�1HZ�<RUNHUV�LQ�SULYDWH�
KHDOWK�FRYHUDJH��
�

• 0HUJH�PDUNHWV�
�
)LUVW��ZH�ZRXOG�UHFRPPHQG�WKDW�WKH�VWDWH�PHUJH�WKH�VPDOO�JURXS�DQG�LQGLYLGXDO�PDUNHWV��7KLV�
VWHS�DORQH�ZRXOG�GUDPDWLFDOO\�UHGXFH�SUHPLXP�UDWHV�IRU�LQGLYLGXDOV��EXW�LW�ZRXOG�DOVR�LQFUHDVH�
UDWHV�IRU�VPDOO�JURXSV���7KHUHIRUH��,�ZLOO�UH�HPSKDVL]H�WKDW�WKH�LGHDV�RIIHUHG�DUH�WR�EH�
FRQVLGHUHG�FROOHFWLYHO\�UDWKHU�WKDQ�LQGLYLGXDOO\��2WKHU�FKDQJHV�EHLQJ�DGYRFDWHG�ZRXOG�PRUH�
WKDQ�PDNH�XS�IRU�WKH�LPSDFW�WR�VPDOO�JURXSV���
�

• 6WDQGDUG�GHVLJQV�ZLWK�PRUH�RSWLRQV�
�

6HFRQG��ZH�ZRXOG�DGYRFDWH�WKH�QRWLRQ�RI�FUHDWLQJ�PRUH�VWDQGDUG�EHQHILW�SODQV�WKDW�UDQJH�IURP�
ORZHU�SULFHG�FRQVXPHU�GLUHFWHG�KHDOWK�SODQV�WR�PRUH�H[SHQVLYH�FRPSUHKHQVLYH�GHVLJQV�WR�
SDUWLFXODUO\�LPSURYH�WKH�RSWLRQV�DYDLODEOH�LQ�WKH�LQGLYLGXDO�PDUNHW��(DFK�SURGXFW�ZRXOG�EH�
RIIHUHG�RQ�DQ�RSHQ�HQUROOPHQW�EDVLV�DQG�EH�FRPPXQLW\�UDWHG�VHSDUDWHO\��7KH�FRQFHSW�KHUH�LV�
VLPLODU�WR�WKH�0HGLFDUH�6XSSOHPHQWDO�SURGXFWV�WKDW�SURYLGH�WKH�DELOLW\�IRU�FRQVXPHUV�WR�
FRPSDULVRQ�VKRS�DQG�KDYH�D�ZLGHU�DUUD\�RI�EHQHILW�FKRLFHV��:HOOQHVV�LQFHQWLYHV�VKRXOG�EH�EXLOW�
LQWR�PRVW��LI�QRW�DOO��WKRVH�GHVLJQV��$QG�LQQRYDWLRQ�VKRXOG�EH�SURPRWHG��7KLV�FRXOG�EH�GRQH�E\�
SHUPLWWLQJ�WKH�6XSHULQWHQGHQW�RI�,QVXUDQFH�WR�HQFRXUDJH�GHPRQVWUDWLRQ�SURGXFWV���
�

• $GGLQJ�VNLQ�LQ�WKH�JDPH�IRU�LQVXUHUV�
�

7KLUG��KHDOWK�SODQV�QHHG�WR�SXW�VRPHWKLQJ�RQ�WKH�WDEOH�±�RU�VNLQ�LQ�WKH�JDPH�±�LQ�RXU�FROOHFWLYH�
TXHVW�IRU�PRUH�DIIRUGDEOH�KHDOWK�FRYHUDJH��,QVWHDG�RI�LPSRVLQJ�SULFH�FRQWUROV�E\�DUWLILFLDOO\�
VXSSUHVVLQJ�UDWHV�E\�UH�LPSOHPHQWLQJ�WKH�SULRU�DSSURYDO�SURFHVV��ZH�ZRXOG�UHFRPPHQG�
LPSRVLQJ�D�PLQLPXP�PHGLFDO�ORVV�UDWLR�RI����WR����SHUFHQW�RQ�DOO�VWDQGDUG�SURGXFWV�FRPELQHG�
DPRQJ�DOO�KHDOWK�SODQV��2XU�SHUVRQDO�SUHIHUHQFH�LV����SHUFHQW�DPRQJ�DOO�LQVXUHUV��%\�GRLQJ�WKLV��
LW�ZLOO�HQVXUH�WKDW�WKH�OLRQ¶V�VKDUH�RI�WKH�SUHPLXP�GROODU�FROOHFWHG�LV�SD\LQJ�IRU�PHGLFDO�EHQHILWV�
DQG�OLPLW�LQVXUHUV�DQG�+02V�WR�D�OHYHO�RI����SHUFHQW�RI�WKH�SUHPLXP�GROODU�IRU�WKH�FRPELQDWLRQ�
RI�EXVLQHVV�H[SHQVHV�DQG�SURILWV�RU�QHW�LQFRPH��
�

• 6WRS�ORVV�SRRO�
�
$�FULWLFDO�SLHFH�WR�HQKDQFH�DIIRUGDELOLW\�RI�FRYHUDJH�DPRQJ�WKH�QHZO\�FRPELQHG�GLUHFW�SD\�DQG�
VPDOO�JURXS�PDUNHW�LV�D�UHGHSOR\PHQW�RI�VRPH�H[LVWLQJ�VXEVLGLHV�XVHG�IRU�KRVSLWDO�EDG�GHEW�DQG�
FKDULW\�FDUH�DQG�WKH�+HDOWK\�1HZ�<RUN�SURJUDP��DORQJ�ZLWK�SHUKDSV�DGGLWLRQDO�VRXUFHV�RI�
UHYHQXH�LQWR�D�QHZ�VWRS�ORVV�SRRO�IRU�FODLPV�LQ�H[FHVV�RI����������7KLV�FKDQJH�ZRXOG�RIIVHW�WKH�
LPSDFW�RI�KLJK�FRVW�PHGLFDO�FODLPV�DQG�WKHUHIRUH�UHVXOW�LQ�PDMRU�SUHPLXP�VDYLQJV���
(TXDOO\�LPSRUWDQW�LV�WKH�IDFW�WKDW�PRUH�1HZ�<RUNHUV�ZKR�HQWHU�KRVSLWDO�HPHUJHQF\�URRPV�
FXUUHQWO\�DV�EDG�GHEW�RU�FKDULW\�FDUH�SDWLHQWV�ZLOO�PRUH�OLNHO\�WR�EH�SULYDWHO\�LQVXUHG�SDWLHQWV��
�
�
�
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• 7D[�FXW�
�
%HFDXVH�RQH�RI�WKH�EHQHILWV�RI�H[SDQGHG�KHDOWK�FRYHUDJH�ZRXOG�PHDQ�PRUH�SHRSOH�ZLOO�KDYH�
FRYHUDJH�ZKR�QHHG�XUJHQW�FDUH��WKH�VXUFKDUJH�RI������SHUFHQW�QRZ�SDLG�E\�WKH�SULYDWHO\�
LQVXUHG�RQ�KRVSLWDOV�ELOOV�WR�KHOS�ILQDQFH�KRVSLWDO�FKDULW\�FDUH�VKRXOG�DOVR�EH�FXW�LQ�KDOI�IRU�WKLV�
YXOQHUDEOH�SRSXODWLRQ�LQ�WKH������PDUNHW��7KH�RYHUDOO�LPSDFW�RI�DERXW���SHUFHQW�RQ�SUHPLXPV�
IURP�WKLV�FKDQJH�ZRXOG�RXWZHLJK�ZKDW�ZH�EHOLHYH�ZRXOG�PHDQ�D�QRPLQDO�ORVV�RI�VXEVLG\�
UHYHQXH�WR�KRVSLWDOV��
�
&ROOHFWLYH�LPSDFW�
�
7DNHQ�WRJHWKHU��ZH�EHOLHYH�WKHVH�FRQFHSWV�ZRXOG�FROOHFWLYHO\�UHGXFH�SUHPLXPV�LQ�WKH�LQGLYLGXDO�
PDUNHW�E\�DERXW����SHUFHQW�DQG�LQ�WKH�VPDOO�JURXS�PDUNHW�E\����SHUFHQW��7KH�GDWD�EHKLQG�DOO�
WKLV�LV�FXUUHQWO\�XQGHU�UHYLHZ�E\�WKH�'HSDUWPHQW�RI�,QVXUDQFH��VR�WKH\�VKRXOG�EH�FRQVLGHUHG�
SUHOLPLQDU\�HVWLPDWHV��
�
�

&KDQJH� � � � ,QGLYLGXDO�'LUHFW�3D\� � 6PDOO�*URXS�
�
����0HUJH�0DUNHWV�� � � �������� � � ����������� �
����&RPPXQLW\�5DWH�� � � ��������� � � �����������

E\�3URGXFW��1HW�RI��������
���6WRS�/RVV� � � � �������� � � �����������

� � �1HW�RI�������������
� ���'LVFRXQW�+DOI�RI�������7D[� � �������� � � �����������

�1HW�RI����������������� �
� (VWLPDWHG�1HW�,PSDFW� � � �������� � � ����������� �
�
�
,I�DQ\WKLQJ��ZH�EHOLHYH�WKH�LPSDFW�PD\�EH�RQ�WKH�ORZ�VLGH���/HW�PH�H[SODLQ�ZK\���,Q�WKH�VPDOO�
JURXS�PDUNHW�ULJKW�QRZ��VRPH�LQGLYLGXDOV�DUH�SXUFKDVLQJ�KHDOWK�VDYLQJV�DFFRXQW�SURGXFWV�DW�
SULFHV�LQ�WKH������SHU�PRQWK�UDQJH���,QGLYLGXDOV�ZKR�PD\�EH�HPSOR\HG�EXW�DUH�QRW�RIIHUHG�
FRYHUDJH�WKURXJK�WKHLU�HPSOR\HU�ODFN�WKH�DELOLW\�WR�EX\�+6$�W\SH�SURGXFWV���7KHLU�RQO\�FKRLFHV�
DUH�WKH�WZR�H[SHQVLYH�VWDQGDUG�EHQHILW�GHVLJQV�WKDW�DUH�VHYHUDO�KXQGUHGV�RI�GROODUV�LQ�SULFH��)RU�
WKRVH�LQGLYLGXDOV��KDYLQJ�DGGLWLRQDO�RSWLRQV�VXFK�DV�KHDOWK�VDYLQJV�DFFRXQWV��+6$V��PD\�
DGGUHVV�WKHLU�QHHGV�DQG�PHHW�WKHLU�SHUVRQDO�EXGJHWV��
�
,I�ZH�FDQ��LQ�IDFW��HQWLFH�VLJQLILFDQW�QXPEHUV�RI�KHDOWK\�1HZ�<RUNHUV�LQWR�SULYDWH�KHDOWK�
FRYHUDJH�E\�PDNLQJ�PRUH�DIIRUGDEOH�RSWLRQV�DYDLODEOH��WKHLU�YHU\�DGGLWLRQ�WR�WKH�UDQNV�RI�WKH�
LQVXUHG�ZRXOG�DFWXDOO\�IXUWKHU�UHGXFH�SUHPLXPV�E\�KDYLQJ�D�KHDOWKLHU�SRRO�RI�PHPEHUV��
�
7KH�SURSRVDOV�DGYRFDWHG�KHUH�GR�QRW�LQFOXGH�HOLPLQDWLRQ�RI�DQ\�PDQGDWHG�EHQHILWV��7KDW�ZRXOG�
EH�D�UROH�IRU�VWDWH�SROLF\�PDNHUV�WR�GHWHUPLQH��DQG�WKHUH�LV�SUHFHGHQW�IRU�FUHDWLQJ�H[HPSWLRQV��
:KHQ�+HDOWK\�1HZ�<RUN�SURGXFWV�ZHUH�HVWDEOLVKHG�E\�WKH�VWDWH��VRPH�PDQGDWHG�EHQHILWV�ZHUH�
GHOLEHUDWHO\�H[FOXGHG�WR�FUHDWH�ORZHU�SULFHV��0\�RQO\�SRLQW�KHUH�LV�WKDW�LI�VWDWH�JRYHUQPHQW�
FKRVH�WR�PDNH�VRPH�SURGXFWV�ZLWKRXW�VRPH�PDQGDWHG�EHQHILWV��VXFK�D�FKRLFH�ZRXOG�IXUWKHU�
UHGXFH�SUHPLXPV��
�
�
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7KH�ZRUNLQJ�SRRU�
�
6WDWH�JRYHUQPHQW�KDV�DQ�LPSRUWDQW�RQJRLQJ�UROH�WR�UHYLHZ�ZKDW�VKRXOG�EH�GRQH�DQG�ZKDW�
WD[SD\HUV�FDQ�DIIRUG�WR�GR�IRU�WKH�ZRUNLQJ�SRRU��7KLV�LQFOXGHV�SRWHQWLDO�H[SDQVLRQV�RI�HOLJLELOLW\�
UXOHV��PD[LPL]LQJ�XVH�RI�DYDLODEOH�IHGHUDO�IXQGV�DQG�SURPRWLQJ�HQUROOPHQW�LQ�VDIHW\�QHW�
SURGXFWV��3ULYDWH�LQVXUHUV�KDYH�D�UHVSRQVLELOLW\�WR�SDUWLFLSDWH�DV�SDUWQHUV�ZLWK�DGHTXDWH�
SD\PHQWV�WR�FRYHU�WKH�FRVWV��:H�EHOLHYH�WKDW�WDNLQJ�DQ�LQFUHPHQWDO�YHUVXV�D�GUDPDWLF�DSSURDFK�
ZRXOG�EH�ZLVH��,I�1HZ�<RUN�ZHUH�WR�DWWHPSW�WR�PRYH�TXLFNO\�DQG�PDWHULDOO\�DKHDG�RI�RWKHU�
VWDWHV�WRZDUG�XQLYHUVDO�FRYHUDJH�ZLWKRXW�D�ORW�RI�QHZ�GROODUV�LGHQWLILHG�WR�VXSSRUW�LW��WKH�HIIRUW�
ZRXOG�OLNHO\�RXWVWULS�RXU�VWDWH�HFRQRP\¶V�DELOLW\�WR�VXVWDLQ�LW��
�
0RUH�FROODERUDWLRQ�
�
,Q�FRQFOXVLRQ��H[SDQGLQJ�DFFHVV�WR�DIIRUGDEOH�KHDOWK�FRYHUDJH�VKRXOG�EH�D�FROODERUDWLYH�YHQWXUH�
EHWZHHQ�SXEOLF�DQG�SULYDWH�VHFWRUV��DQG�WKDW�DSSURDFK�VKRXOG�H[WHQG�WR�RWKHU�RSSRUWXQLWLHV�RI�
LPSURYLQJ�FDUH�DQG�UHGXFLQJ�FRVWV��2XU�UHFRPPHQGDWLRQV�DUH�DQ�LPSRUWDQW�ILUVW�VWHS�WRZDUG�
LPSURYLQJ�RXU�KHDOWK�FDUH�V\VWHP�DQG�DWWDLQLQJ�XQLYHUVDO�FRYHUDJH���2WKHU�LQLWLDWLYHV�±�VXFK�DV�
DQ�XSVWDWH�SK\VLFLDQ�UHFUXLWPHQW�DQG�UHWHQWLRQ�SODQ��PHGLFDO�PDOSUDFWLFH�UHIRUP��D�FRKHVLYH�
VWDWHZLGH�SROLF\�IRU�KHDOWK�LQIRUPDWLRQ�WHFKQRORJ\��DQG�FRRUGLQDWHG�KRVSLWDO�PRGHUQL]DWLRQ�DQG��
KHDOWK�FDUH�SODQQLQJ�±�VKRXOG�EH�XQGHUWDNHQ�VLPXOWDQHRXVO\�WR�DGHTXDWHO\�DGGUHVV�WKH�
FKDOOHQJHV�LQ�RXU�KHDOWK�FDUH�V\VWHP��
�
7KDQN�\RX�DJDLQ�IRU�LQYLWLQJ�PH�WR�RIIHU�D�SHUVSHFWLYH�RQ�RXU�FRPPRQ�JRDOV�DQG�LGHDV�IRU�
DFKLHYLQJ�WKHP���


