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4VIJEGI

7KLV�HYDOXDWLRQ�KDV�EHHQ�FRPPLVVLRQHG�E\�WKH�+HDOWK�'LYLVLRQ�RI�6LGD·V�'HSDUWPHQW�IRU�'HPRF�
UDF\�DQG�6RFLDO�'HYHORSPHQW��,W�IRUPV�SDUW�RI�D�SODQQLQJ�SURFHVV�SUHSDULQJ�IRU�D�SRVVLEOH�FRQ�
WLQXDWLRQ�RI�WKH�9LHWQDP�6ZHGHQ�+HDOWK�&RRSHUDWLRQ��96+&��EH\RQG�PLG�������ZKHQ�WKH
FXUUHQW�DJUHHPHQW��VLJQHG�LQ�������HQGV��,W�VHUYHV��DV�ZHOO��WKH�SXUSRVH�RI�SURYLGLQJ�DQ�LQGHSHQGHQW
DVVHVVPHQW�RI�OHVVRQV�DQG�PDLQ�DFKLHYHPHQWV�RI�WKH�SURJUDPPH�RI�DFWLYLWLHV�FRYHUHG�E\�WKH������
�����DJUHHPHQW�

7HDP�PHPEHUV�ZHUH�VHOHFWHG�E\�6LGD�DQG�WKH�0LQLVWU\�RI�+HDOWK�LQ�FRQVXOWDWLRQ��ZLWK�0U��$OI
0RUWHQ�-HUYH�RI�WKH�&KU��0LFKHOVHQ�,QVWLWXWH�LQ�%HUJHQ��1RUZD\�DSSRLQWHG�DV�WHDP�OHDGHU��-HUYH�LV�D
VRFLDO�DQWKURSRORJLVW�VSHFLDOLVLQJ�LQ�SRYHUW\�UHODWHG�VWXGLHV��UXUDO�GHYHORSPHQW�DQG�DLG�LVVXHV��7KH
RWKHU�WHDP�PHPEHUV�ZHUH�'U��*XQLOOD�.UDQW]��PHGLFDO�GRFWRU�DQG�SXEOLF�KHDOWK�VSHFLDOLVW�IURP
1RUGLF�6FKRRO�RI�3XEOLF�+HDOWK�LQ�*RWKHQEXUJ��6ZHGHQ��'U��3KDP�%LFK�6DQ��VRFLRORJLVW�DQG�SULPDU\
KHDOWK�FDUH�VSHFLDOLVW��FXUUHQWO\�VSHFLDO�DGYLVRU�WR�WKH�+DQRL�EDVHG�0DUNHW�DQG�'HYHORSPHQW
5HVHDUFK�&HQWHU��0U��3DXO�6SLYH\��SKDUPDFLVW�DQG�GUXJ�SROLF\�DQG�FRQWURO�VSHFLDOLVW��ZRUNLQJ�DV
SULYDWH�FRQVXOWDQW�EDVHG�LQ�6FRWODQG��0U��7UDQ�7XDQ��KHDOWK�V\VWHPV�VSHFLDOLVW��DQG�FXUUHQWO\�WKH
([HFXWLYH�'LUHFWRU�RI�WKH�5HVHDUFK�DQG�7UDLQLQJ�&HQWUH�IRU�&RPPXQLW\�'HYHORSPHQW��+DQRL�
DQG�0U��&ODHV�gUWHQGDKO��SROLWLFDO�VFLHQWLVW�DQG�IRUPHU�'LUHFWRU�*HQHUDO�RI�WKH�1DWLRQDO�%RDUG�RI
+HDOWK�DQG�:HOIDUH��6ZHGHQ��QRZ�ZRUNLQJ�DV�SULYDWH�FRQVXOWDQW�EDVHG�LQ�6WRFNKROP�

7KLV�UHSRUW�LV�WKH�FROOHFWLYH�HIIRUW�RI�WKH�ZKROH�WHDP��ZKHUH�WKH�RXWOLQH��GUDIWV�RI�FKDSWHUV�DQG�WKH
PDLQ�FRQFOXVLRQV�KDYH�EHHQ�GHYHORSHG�LQ�D�VHULHV�RI�WHDP�PHHWLQJV�DQG�SHHU�UHYLHZV��gUWHQGDKO
LV�WKH�PDLQ�DXWKRU�RI�&KDSWHU����ZKLOH�&KDSWHU���LV�GHYHORSHG�ZLWK�LQSXWV�IURP�.UDQW]��6DQ�DQG
-HUYH��6SLYH\�GUDIWHG�&KDSWHU����7XDQ�&KDSWHU����-HUYH�&KDSWHU���DQG�.UDQW]�&KDSWHU����7KH
LQWURGXFWRU\��&KDSWHU���DQG����DQG�FRQFOXGLQJ��&KDSWHU����FKDSWHUV�KDYH�EHHQ�ZULWWHQ�E\�-HUYH�
ZLWK�LQSXWV�IURP�RWKHU�WHDP�PHPEHUV�

7KH�WHDP�ZLVKHV�WR�DFNQRZOHGJH�WKH�VXSSRUW�IURP�WKH�VWDII�RI�WKH�3URJUDPPH�0DQDJHPHQW�8QLW
�308��RI�WKH�0LQLVWU\�+HDOWK�LQ�FRRUGLQDWLQJ�LQWHUYLHZV�DQG�ILHOG�YLVLWV��6SHFLDO�WKDQNV�JR�WR�WKH
+HDG�RI�308�²�'U��+RDQJ�7KL�+LHS��ZKR�WRRN�WLPH�RII�KHU�KHFWLF�VFKHGXOH�DFFRPSDQ\LQJ�SDUW�RI
WKH�WHDP�WR�+D�*LDQJ�DQG�7X\HQ�4XDQJ�SURYLQFHV��6LPLODUO\��WKH�WHDP�EHQHILWHG�JUHDWO\�IURP�WKH
VXSSRUW�RI�WKH�6ZHGLVK�(PEDVV\�UHSUHVHQWHG�E\�&KULVWLQD�/DUVVRQ�DQG�3KDP�1JX\HQ�+D��/DVW��EXW
QRW�OHDVW��ZH�WKDQN�WKH�VWDII�RI�WKH�GLIIHUHQW�$UHDV�RI�WKH�&RRSHUDWLRQ��DQG�WKH�PDQ\�RWKHU�SHRSOH�
ZKR�VKDUHG�LPSRUWDQW�LQIRUPDWLRQ�DQG�LQVLJKWV�ZLWK�WKH�WHDP��:KLOH�ZH�KRSH�WKDW�WKHLU�YLHZV�DUH
UHIOHFWHG�LQ�WKH�ZD\�ZH�IRUPXODWH�OHVVRQV�RI�96+&��VRPH�ZLOO�QR�GRXEW�WDNH�LVVXH�ZLWK�VRPH�RI�WKH
FRQFOXVLRQV��IRU�ZKLFK�WKH�7HDP�DORQH�LV�UHVSRQVLEOH�

$OI�0RUWHQ�-HUYH��%HUJHQ��)HEUXDU\�����





TACKLING TURMOIL OF TRANSITION – Sida EVALUATION 01/03 1

)\IGYXMZI�7YQQEV]

�� 6ZHGHQ�KDV�SURYLGHG�DVVLVWDQFH�WR�WKH�KHDOWK�VHFWRU�RI�9LHWQDP�IRU�PRUH�WKDQ����\HDUV��ZLWK
WKH�ILUVW�6LGD�SURMHFW�DJUHHG�LQ������²�WKH�FKLOGUHQ·V�KRVSLWDO�LQ�+DQRL��,W�WRRN�XQWLO������EHIRUH
6LGD�SKDVHG�RXW�LWV�VXSSRUW�WR�WKH�VDPH�KRVSLWDO��ZKLFK�LV�DQ�H[FHSWLRQDOO\�ORQJ�KLVWRU\�IRU�DQ
DLG�SURMHFW��1RW�VXUSULVLQJO\��PDQ\�LQ�WKH�0LQLVWU\�RI�+HDOWK�WRGD\�WDON�DERXW�6ZHGHQ�DQG�6LGD
DV�D�WUXVWHG�SDUWQHU�

�� 'XULQJ�WKLV�SHULRG�WKH�QDWXUH�RI�WKH�SDUWQHUVKLS�VDZ�PDMRU�FKDQJHV�ERWK�LQ�WKH�UHODWLRQVKLS
EHWZHHQ�WKH�SDUWQHUV�DQG�WKH�FRQWHQW�RI�VXSSRUW��)LUVW�RI�DOO��WKLV�UHIOHFWHG�PDMRU�FKDQJHV�LQ
9LHWQDP��EXW�DOVR�PLUURUHG�FKDQJHV�LQ�6ZHGHQ·V�DLG�SROLFLHV�

• ����V��7KH�GHFLVLRQ�WR�EXLOGLQJ�WZR�KRVSLWDOV�ZDV�HVVHQWLDOO\�DQ�DFW�RI�SROLWLFDO�VROLGDULW\�
%RWK�SDUWLHV�JUHDWO\�RYHUHVWLPDWHG�WKH�FDSDFLW\�RI�WKH�9LHWQDPHVH�6WDWH�DV�LPSOHPHQWHU�
DQG�WKH�SURMHFWV�JUDGXDOO\�WRRN�WKH�IRUP�RI�6ZHGLVK�WXUQNH\�RSHUDWLRQV�

• ����V��%RWK�SDUWLHV�QRZ�UHDOLVHG�WKDW�9LHWQDP�ZDV�QRW�LQ�WKH�SRVLWLRQ�WR�PDQDJH�WKH�WZR
´6ZHGLVK�PDGHµ�KRVSLWDOV�E\�WKH�WLPH�WKH�FRQVWUXFWLRQ�ZRUNHUV�KDG�GRQH�WKHLU�MRE��DQG
D�PDMRU�SURJUDPPH�RI�PDQDJHPHQW�VXSSRUW�DQG�WUDLQLQJ�HPHUJHG��<HW��WKH�VKDUH�RI�PDWHULDOV
DQG�HTXLSPHQW�UHPDLQHG�KLJK��7KLV�LV�DOVR�WKH�WLPH�ZKHQ�6LGD�WXUQHG�WKH�IRFXV�WRZDUGV
SULPDU\�KHDOWK�FDUH�

• (DUO\�����V��7KH�GRLPRL�UHIRUPV�RI�HFRQRPLF�OLEHUDOLVDWLRQ�WRRN�HIIHFW��7KH�EDVLF�KHDOWK
V\VWHP��EDVHG�RQ�FRPPXQHV�DQG�FR�RSHUDWLYHV��FROODSVHG��6WDWH�ILQDQFHV�ZHUH�H[WUHPHO\
FRQVWUDLQHG��DQG�ZLWK�OLWWOH�SULRULW\�JLYHQ�WR�KHDOWK��$�ZHDNHQHG�0LQLVWU\�RI�+HDOWK�UHDO�
LVHG�WKDW�WKH�QHZ�9LHWQDP�HPHUJLQJ�UHTXLUHG�QHZ�DSSURDFKHV�LQ�KHDOWK��DQG�RSHQHG�WKH
GRRU�IRU�6LGD�HDJHU�WR�KHOS�RQ�EURDG�EDVHG�LQVWLWXWLRQDO�GHYHORSPHQW��DQG�ZLWK�WKH�3UR�
JUDPPH�DJUHHPHQW�LQ�������DOVR�RQ�SROLF\�ZRUN�

�� 7KLV�VWXG\�IRFXVHV�RQ�WKH�SHULRG�RI�WKH�9LHWQDP�6ZHGHQ�KHDOWK�FRRSHUDWLRQ�IURP�DERXW�����
XQWLO�PLG�������FRYHULQJ�WKH�SHULRG�RI�WKH�����²�����DJUHHPHQW��KHUHDIWHU�UHIHUUHG�WR�DV
96+&�,��DQG�WKH�LQLWLDO�VWDUW�RI�WKH���\HDU�IROORZ�XS�DJUHHPHQW������²������²�JHQHUDOO\�FDOOHG
96+&�,,��7KH������DJUHHPHQW�UHSUHVHQWHG�DQ�DPELWLRXV�VFKHPH�²�EDFNHG�E\�6(.�����PLO�
OLRQ�²�IRU�VHFWRUDO�UHIRUP�LQFOXGLQJ�ERWK�WKH�GHYHORSPHQW�RI�QHZ�SROLFLHV�WR�PHHW�WKH�FKDOOHQJHV
RI�GRLPRL��DQG�LQFUHDVHG�FDSDFLW\�DQG�HIILFLHQF\�RI�WKH�0LQLVWU\�RI�+HDOWK��7KHUH�ZDV�D�VSHFLDO
REMHFWLYH�WR�UHGXFH�LQHTXLW\�LQ�KHDOWK��7KH�SULPDU\�IRFL�RI�WKH�SROLF\�UHIRUP�DJHQGD�ZHUH�RQ
KHDOWK�ILQDQFLQJ��SULPDU\�KHDOWK�FDUH�DQG�GUXJV��ZKLOH�FDSDFLW\�EXLOGLQJ�ZHUH�WR�WDNH�SODFH�RQ
D�EURDG�VFDOH��DW�WKH�FHQWUDO�0LQLVWU\�DQG�LQ�WKH�VHOHFWHG�SURYLQFHV��LQLWLDOO\�����7KH�HTXLW\�FRQ�
FHUQ�OHG�WR�WKH�VHWWLQJ�DVLGH�RI�DERXW�RQH�WKLUG�RI�WKH�EXGJHW�WR�WKH�LPSURYHPHQW�RI�KHDOWK
VHUYLFH�GHOLYHU\�LQ�GLVDGYDQWDJHG�DUHDV�

�� )LQDO�UHVXOWV�FDPH�WR�GHYLDWH�PXFK�IURP�LQLWLDO�SODQV��&HUWDLQ�DUHDV�RI�VXSSRUW�ZHUH�GURSSHG�
EHFDXVH�RI�ODFN�RI�SURJUHVV�DQG�D�GHFLVLRQ�LQ�6LGD��KDOIZD\��WR�FRQFHQWUDWH�RQ�IHZHU�DUHDV��'LV�
EXUVHPHQW�ZDV�VORZHU�WKDQ�DQWLFLSDWHG��QRW�OHDVW�EHFDXVH�RI�WKH�QHHG�WR�FKDQJH�DSSURDFK�LQ�WKH
6XSSRUW�WR�'LVDGYDQWDJHG�$UHDV��7KLV�OHG�WR�D�UHGXFWLRQ�LQ�´KDUGZDUHµ�²�FRQVWUXFWLRQ��HTXLS�
PHQW�DQG�GUXJV��DQG�D�VWURQJHU�HPSKDVLV�RQ�VNLOOV�DQG�RUJDQLVDWLRQ�GHYHORSPHQW��7KH�VDPH
WUHQG��WR�YDULRXV�H[WHQW��DSSOLHV�WR�WKH�RWKHU�DUHDV�RI�VXSSRUW��DV�ZHOO��7KH�´VRIWZDUHµ�DSSURDFK
PHW�ZLWK�D�QXPEHU�RI�GLIILFXOW�FRQVWUDLQWV��ODFN�RI�TXDOLILHG�VWDII�WR�EXLOG�WKH�DSSURDFK�RQ��D
SRRU�LQFHQWLYH�VWUXFWXUH��IUHTXHQW�FKDQJHV�LQ�PDQDJHPHQW��LQDGHTXDWH�GHOHJDWLRQ�RI�DXWKRULW\
DQG�D�ZHDN�RUJDQLVDWLRQDO�FXOWXUH�IRU�OHDUQLQJ�DQG�H[SHULPHQWLQJ�
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�� ,Q�VSLWH�RI�WKHVH�FRQVWUDLQWV��WKH�HYDOXDWLRQ�FRQFOXGHV�WKDW�96+&�KDV�PDGH�VLJQLILFDQW�FRQWUL�
EXWLRQV�LQ�DVVLVWLQJ�0LQLVWU\�RI�+HDOWK�WDFNOLQJ�WKH�WXUPRLO�RI�WUDQVLWLRQ��96+&�,�ZDV�D�WLPHO\
DQG�UHOHYDQW�UHVSRQVH�WR�WKH�HPHUJLQJ�SUREOHPV�RI�WKH�VHFWRU��7KH�IOH[LEOH�SODQQLQJ�PHFKDQLVP
DGRSWHG�IDFLOLWDWHG�D�OHDUQLQJ�SURFHVV�DQG�DGMXVWPHQWV�DORQJ�WKH�ZD\��7KHUH�KDV�EHHQ�IXUWKHU
EXLOGLQJ�RI�WUXVW��DQG�WKH�JUDGXDOO\�LPSURYLQJ�HIIHFWLYHQHVV�RI�LQWHUQDWLRQDO�DGYLVHUV�LV�D�WHVWL�
PRQ\�WR�WKLV��7KH�LQYHVWPHQWV�LQ�LQGLYLGXDO�FRPSHWHQFH�GHYHORSPHQW�DUH�VWDUWLQJ�EHDULQJ
IUXLWV��ZKLFK�KDV�UHVXOWHG�LQ�DQ�LQFUHDVHG�FDSDFLW\�LQ�SROLF\�GHYHORSPHQW�DQG�SODQQLQJ�LQ�YDUL�
RXV�VHFWLRQV�RI�WKH�0LQLVWU\�RI�+HDOWK�

�� 7KH�IROORZLQJ�OHVVRQV�FDQ�EH�PDGH�ZLWK�UHIHUHQFH�WR�ZHDNQHVVHV�LQ�WKH�FRRSHUDWLRQ��7KH�ODUJH
LQLWLDO�EXGJHW�VWLPXODWHG�H[SHQGLWXUH�GULYHQ�SODQQLQJ�UDWKHU�WKDQ�QHHGV�EDVHG��7KHUH�ZDV�OLWWOH
DWWHQWLRQ�WR�FDSDFLW\�FRQVWUDLQWV��7KLV�KDV�LPSURYHG�RYHU�WLPH��96+&�ODFNHG�RUJDQLVDWLRQDO
VWUDWHJLHV�JXLGLQJ�WKH�VXEVWDQWLDO�LQYHVWPHQWV�LQ�WUDLQLQJ�PDGH��&RPPXQLFDWLRQ�KDV�UHPDLQHG
D�ERWWOHQHFN�WKURXJKRXW��7KLV�LV�DQ�LVVXH�RI�ODQJXDJH�DQG�WKH�FRVWV�RI�WUDQVODWLRQ��DV�ZHOO�DV�WKH
PHHWLQJ�RI�GLIIHUHQW�LQVWLWXWLRQDO�FXOWXUHV��7KH�UHVSRQVLELOLW\�WR�HDVH�VXFK�SUREOHPV�UHPDLQV
SULPDULO\�ZLWK�WKH�9LHWQDPHVH�VLGH��VLQFH�IRUHLJQHUV�FRPH�DQG�JR��96+&�KDV�KDG�D�PDMRU
FRQWULEXWLRQ�WR�WKH�SURFHVV�RI�RSHQLQJ�XS�DQG�LQWHUQDWLRQDOLVDWLRQ�QRZ�HYLGHQW�LQ�WKH�VHFWRU�
%XW�LQVWLWXWLRQDO�FKDQJH�WDNHV�WLPH�²�DQG�FDQQRW�EH�LPSRVHG�IURP�RXWVLGH�

�� 7KH�PDLQ�DFKLHYHPHQW�RI�96+&�LQ�WKH�+HDOWK�3ROLF\�$UHD�LV�WKH�EXLOG�XS�RI�D�+HDOWK�3ROLF\
8QLW��,W�KDV�GHPRQVWUDWHG��WKH�ODVW�FRXSOH�RI�\HDUV��DQ�LPSUHVVLYH�FDSDFLW\�IRU�SROLF\�LQLWLDWLYHV
DQG�FRPPLVVLRQLQJ�RI�VWXGLHV��,WV�LPSRUWDQW�UROH�LQ�WKH�GHYHORSPHQW�RI�QDWLRQDO�KHDOWK�VWUDWH�
JLHV�LV�DFNQRZOHGJHG�E\�WKH�0LQLVWU\�OHDGHUVKLS��LQFOXGLQJ�LPSRUWDQW�LQSXWV�WR�WKH�FXUUHQW�GH�
EDWH�RQ�KHDOWK�ILQDQFLQJ��7KH�XQLW�KDV�EHFRPH�DQ�LQWHJUDO�SDUW�WKH�0LQLVWU\·V�SROLF\�GHYHORS�
PHQW�VWUXFWXUH��,Q�QXPEHU�RI�VWDII�LW�FRQVWLWXWHV�KDOI�WKH�FDSDFLW\�RI�WKH�3ODQQLQJ�'HSDUWPHQW�
RI�ZKLFK�LW�IRUPV�D�SDUW��7KH�KLJK�GHJUHH�RI�DLG�GHSHQGHQF\��KRZHYHU��UHPDLQV�D�FRQFHUQ��)RU
WKLV�YLWDO�IXQFWLRQ�RI�WKH�0LQLVWU\��WKH�VKDUH�RI�JRYHUQPHQW�IXQGLQJ�VKRXOG�EH�UDLVHG�WR�D�KLJKHU
OHYHO��:H�UHFRPPHQG�IRFXVLQJ�PRUH�RQ�JRYHUQDQFH�LVVXHV�LQ�WKH�DQDO\WLFDO�ZRUN�RI�WKH�8QLW�
QRW�OHDVW�WR�SUHSDUH�PRUH�DSSURSULDWH�LQSXWV�WR�WKH�SURFHVV�RI�LPSOHPHQWLQJ�WKH�QHZ�SROLFLHV�
0XFK�ZRUN�UHPDLQV�WR�EH�GRQH�KHUH��:H�QRWH�WKDW�WKH�8QLW�LQWHQGV�WR�PDNH�PRUH�XVH�RI�LQGH�
SHQGHQW�FRQVXOWDQWV��L�H��VWDII�QRW�HPSOR\HG�E\�0R+���DQG�ZH�UHFRPPHQG�WR�UHLQIRUFH�WKLV
WUHQG�DQG�DVVLVW�EXLOGLQJ�DQDO\WLFDO�FDSDFLW\�RXWVLGH�WKH�0LQLVWU\·V�RZQ�VHW�XS�

�� 7KH�6XSSRUW�WR�'LVDGYDQWDJHG�$UHDV��6'$��VHHPV�WR�EH�VWUXJJOLQJ�WR�ILQG�DQ�DSSURSULDWH
VWUDWHJ\�DQG�LQVWLWXWLRQDO�IRUP��DV�IDU�DV�ZH�ZHUH�DEOH�WR�REVHUYH��:H�IXOO\�FRQFXU�ZLWK�WKH
RYHUDOO�REMHFWLYHV�RI�WKLV�DUHD��DQG�VWURQJO\�VXSSRUW�DUJXPHQWV�IRU�FRQWLQXLQJ�WKH�HIIRUWV�EH\RQG
������EXLOGLQJ�RQ�WKH�ULFK�H[SHULHQFH�PDGH�RYHU�WKH�ODVW�WHQ�\HDUV��7KH�PDLQ�DFKLHYHPHQW�RI
6'$�LV�LW�ZRUN�RQ�EXLOGLQJ�D�QHZ�DSSURDFK�WR�WUDLQLQJ�RI�9LOODJH�+HDOWK�:RUNHUV�LQ�UHPRWH
UXUDO�DUHDV��WKDW�LV�VHQVLWLYH��QRW�OHDVW��WR�WKH�HWKQLF�LVVXH��7KH�DSSURDFK�WR�LQWHJUDWHG�VXSHUYL�
VLRQ�RI�SXEOLF�KHDOWK�VHUYLFHV�DW�GLVWULFW�DQG�FRPPXQH�OHYHO�KDV�DOVR�EHHQ�EUHDNLQJ�QHZ�JURXQG�
:KHUH�ZH�DUH�SXWWLQJ�D�TXHVWLRQ�PDUN��LV�RQ�WKH�DSSURDFK�WR�ORFDO�OHYHO�SODQQLQJ�DQG�LPSOH�
PHQWDWLRQ�E\�LQYROYLQJ�KHDOWK�VHFWRU�VWDII�LQ�WKH�H[WHQVLYH�XVH�RI�35$�WHFKQLTXHV��:H�DOVR�QRWH
WKDW�6'$�VWLOO�VWUXJJOHV�ZLWK�ILQGLQJ�WKH�ULJKW�PRGHO�IRU�HPSRZHULQJ�ORFDO�LQLWLDWLYHV��LQ�D�V\V�
WHP�WKDW�VWLOO�LV�YHU\�PXFK�FHQWUDOO\�FRQWUROOHG��7KH�UROH�RI�WKH�SURYLQFHV�LQ�WKH�6'$�PRGHO�LV�D
OLQJHULQJ�LVVXH��)LQDOO\��ZH�VHH�D�QHHG�IRU�PRUH�VLPSOLFLW\�LQ�WKH�FRPPXQLFDWLRQ�RI�ZKDW�LV�WKH
6'$�PRGHO�

�� $�SROLF\�RI�RSHQ�PDUNHW�HFRQRP\�KDV�PDMRU�LPSOLFDWLRQV�IRU�WKH�SKDUPDFHXWLFDO�VHFWRU��7KH
$UHD�IRU�'UXJ�3ROLF\�DQG�&RQWURO�IRFXVVHG��RI�QHFHVVLW\��RQ�WKH�GHYHORSPHQW�RI�SROLF\�DQG
UHJXODWLRQV�WKDW�ZRXOG�VWUHQJWKHQ�WKH�FDSDFLW\�RI�WKH�0LQLVWU\�RI�+HDOWK�WR�PRQLWRU�DQG�FRQWURO
WKH�DYDLODELOLW\��TXDOLW\�DQG�XVH�RI�GUXJV�LQ�9LHWQDP�LQ�ERWK�WKH�SULYDWH�DQG�SXEOLF�VHFWRUV��$�ORW
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RI�WKH�DFWLYLWLHV�DQG�RXWSXWV�RI�$'3&�SURYLGH�WKH�QHFHVVDU\�EDVLV�IRU�LPSURYLQJ�DFFHVV�WR��DQG
WKH�VDIH��UDWLRQDO�XVH�RI��TXDOLW\�GUXJV��7KHUH�UHPDLQV�PXFK�WR�EH�GRQH�WR�LPSOHPHQW�WKH�DS�
SURYHG�SROLFLHV�DQG�UHJXODWLRQV�EHIRUH�WKHLU�LPSDFW�ZLOO�EH�VHHQ�LQ�WKH�VHFWRU��$�ODUJHU�DOORFDWLRQ
RI�IXQGV�VKRXOG�EH�PDGH�WR�WKH�SURPRWLRQ�RI�UDWLRQDO�GUXJ�XVH�DQG�LPSURYLQJ�SURIHVVLRQDO
FRPSHWHQF\��7KH�SKDUPDFHXWLFDOV�FRPSRQHQW�RI�WKH�96+&�VKRXOG�FRQWLQXH�WR�HPSKDVLVH�WKH
WZR�PDMRU�REMHFWLYHV�RI�WKH�9LHWQDP�1DWLRQDO�'UXJ�3ROLF\��QDPHO\�WKH�VXSSO\�DQG�TXDOLW\�RI
SURGXFWV��DQG�WKHLU�VDIH�DQG�UDWLRQDO�XVH�LQ�KHDOWK�FDUH�

��� 7KH�&HQWUDO�+RVSLWDOV�$UHD�DLPHG�DW�SUHSDULQJ�WKH�WZR�´6ZHGLVK´�KRVSLWDOV�IRU�WKH
SKDVLQJ�RXW�RI�6ZHGLVK�VXSSRUW��2Q�WKH�WHFKQLFDO�DQG�LQIUDVWUXFWXUH�VLGH��DQG�LQ�WHUPV�RI
PHGLFDO�DQG�PDQDJHPHQW�VNLOOV��WKLV�REMHFWLYH�FDQ�EH�FRQVLGHUHG�DFKLHYHG��7KHUH�UHPDLQV�D
PDMRU�FRQFHUQ��KRZHYHU��ZLWK�WKH�ILQDQFLDO�YLDELOLW\�RI�WKH�KRVSLWDOV��VKDULQJ�WKH�VDPH�SUREOHPV
DV�RWKHU�SXEOLF�KRVSLWDOV��7KLV�ZLOO�RI�FRXUVH�DIIHFW�WKH�TXDOLW\�RI�WUHDWPHQW��EXW�DOVR�UHGXFH�WKH
DELOLW\�RI�WKH�WZR�KRVSLWDOV�WR�FRQWLQXH�WKHLU�LPSRUWDQW�UROH�DV�WUDLQLQJ�KRVSLWDOV�HVWDEOLVKHG
GXULQJ�WKH�SHULRG�RI�6ZHGLVK�VXSSRUW��:LWK�WKH�FXUUHQW�SDFH�RI�HFRQRPLF�JURZWK�DQG�XUEDQL�
VDWLRQ�WKH�SUHVVXUH�RQ�WKH�´KRVSLWDO�VHFWRUµ�LQ�9LHWQDP�ZLOO�IXUWKHU�HVFDODWH��DQG�6LGD�VKRXOG
FRQVLGHU�UHRSHQLQJ�WKH�VHFWRU�IRU�96+&�VXSSRUW�

��� :LWK�LWV�VXSSRUW�WR�$LG�0DQDJHPHQW�DQG�&RRUGLQDWLRQ�96+&�ZDV�LQVWUXPHQWDO�LQ
VHWWLQJ�WKH�DJHQGD�IRU�0R+��7KLV�UHVXOWHG�LQ�WKH�ILUVW�GRQRU�FRRUGLQDWLRQ�PHHWLQJ��DQG�PRUH
LPSRUWDQWO\�WR�WKH�IRUPLQJ�RI�D�VSHFLDO�GHSDUWPHQW�WR�FR�RUGLQDWH�DLG�²�WKH�3URMHFW�&RRUGLQD�
WLRQ�'HSDUWPHQW��7KH�UROH�DQG�IXQFWLRQ�RI�WKLV�GHSDUWPHQW�UHPDLQ�WR�EH�FODULILHG��DQG�WKH
SUREOHPV�DUH�QRW�RI�D�QDWXUH�WKDW�PRQH\�FDQ�FXUH��7KHUH�DSSHDUV�WR�EH�VXEVWDQWLDO�UHVLVWDQFH
IURP�ZLWKLQ�WKH�0LQLVWU\�DJDLQVW�WRR�PXFK�FRRUGLQDWLRQ�DQG�ZKDW�LV�SHUFHLYHG�DV�FHQWUDOLVDWLRQ
RI�SRZHUV�LQ�GHDOLQJ�ZLWK�GRQRUV��$V�KDV�EHHQ�WKH�FDVH�ZLWK�PDQ\�RI�WKH�LVVXHV�EURXJKW�XS�XQ�
GHU�96+&��WKLV�DOVR�ZLOO�QHHG�WLPH�WR�PDWXUH��7LPH�DQG�SDWLHQFH�KDYH�SURYHG�WR�EH�DQ�DVVHW
DQG�TXDOLW\�RI�96+&��DQG�VKRXOG�EH�DSSOLHG�KHUH�DV�ZHOO�

��� )LQDOO\��ZH�ZRXOG�OLNH�WR�VXPPDULVH�D�IHZ�JHQHUDO�UHFRPPHQGDWLRQV�IURP�RXU�VKRUW�EXW�LQWHQVH
H[SRVXUH�WR�WKH�H[SHULHQFHV�RI�96+&�

• 6XVWDLQ�WKH�SURFHVV�DQG�EDVLF�VWUXFWXUH�RI�96+&�²�6LGD�KDV�D�UROH�WR�SOD\�DQG�LV�D�ZDQWHG
SDUWQHU�

• &RQWLQXH�WR�LQYHVW�LQ�FDSDFLW\�IRU�OHDUQLQJ�DQG�RUJDQLVDWLRQDO�FKDQJH�

• .HHS�WKH�IRFXV�RQ�KRUL]RQWDO�SROLFHV�²�L�H��SROLFLHV�WKDW�JLYH�GLUHFWLRQ�WR�WKH�GHYHORSPHQW�RI
WKH�KHDOWK�V\VWHP�

• ,PSURYH�WKH�GHVLJQ�DQG�GLVVHPLQDWLRQ�RI�H[SHULPHQWV�

• ,QFUHDVH�WKH�IRFXV�RQ�KRZ�WR�LPSOHPHQW�WKH�QHZ�SROLFLHV��DQG

• IRU�96+&�WKLV�LPSOLHV�ILQGLQJ�ZD\V�RI�ZRUNLQJ�ZLWK�WKH�SURYLQFHV�DQG�GLVWULFWV�
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%FFVIZMEXMSRW

$0* $UHD�0DQDJHPHQW�*URXS

$'% $VLDQ�'HYHORSPHQW�%DQN

$0& $LG�0DQDJHPHQW�DQG�&RRUGLQDWLRQ

$'3& $UHD�IRU�'UXJ�3ROLF\�DQG�&RQWURO

$32 $QQXDO�3ODQ�RI�2SHUDWLRQ

$5, $FXWH�5HVSLUDWRU\�,QIHFWLRQ

&+6 &RPPXQH�+HDOWK�6WDWLRQ

&+$ &HQWUDO�+RVSLWDOV�$UHD

&02 &RRSHUDWLRQ�0DQDJHPHQW�2IILFH

'$9 'UXJ�$GPLQLVWUDWLRQ�RI�9LHWQDP

'0* 'LVWULFW�0DQDJHPHQW�*URXS

',& 'UXJ�,QIRUPDWLRQ�&HQWUH

'67 'HSDUWPHQW�RI�6FLHQFH�DQG�7UDLQLQJ

'4&�'4&, 'UXJ�4XDOLW\�&RQWURO�'UXJ�4XDOLW\�&RQWURO�,QVWLWXWH

(8 (XURSHDQ�8QLRQ

+&0& +R�&KL�0LQK�&LW\

+, +HDOWK�,QVXUDQFH

+3$ +HDOWK�3ROLF\�$UHD

+38 +HDOWK�3ROLF\�8QLW

,05 ,QIDQW�0RUWDOLW\�5DWH

,3&+ ,QVWLWXWH�IRU�WKH�3URWHFWLRQ�RI�&KLOG�+HDOWK��&KLOGUHQ�KRVSLWDO�LQ�+DQRL�

,32 ,Q'HYHORS·V�3URMHFW�RIILFH�LQ�+DQRL

/)$ /RJLFDO�)UDPHZRUN�$QDO\VLV

/7$ /RQJ�WHUP�DGYLVHU

0R+ 0LQLVWU\�RI�+HDOWK

0&+�)3 0DWHUQDO�DQG�&KLOG�+HDOWK�)DPLO\�3ODQQLQJ

005 0DWHUQDO�0RUWDOLW\�5DWH

05'3 0RXQWDLQ�5XUDO�'HYHORSPHQW�3URMHFW��6LGD�IXQGHG�

1,'4& 1DWLRQDO�,QVWLWXWH�IRU�'UXJ�4XDOLW\�&RQWURO

1(% 1DWLRQDO�(GXFDWLRQDO�%RDUG

1*2 1RQ�*RYHUQPHQWDO�2UJDQLVDWLRQ

2'$ 2IILFLDO�GHYHORSPHQW�DVVLVWDQFH

3&' 3URMHFW�&RRUGLQDWLRQ�'HSDUWPHQW

3+% 3URYLQFLDO�+HDOWK�%XUHDX

3+& 3ULPDU\�+HDOWK�&DUH�6XSSRUW�WR�3+&�8QLW

30* 3URYLQFH�0DQDJHPHQW�*URXS

308 3URMHFW�0DQDJHPHQW�8QLW

35$ 3DUWLFLSDWRU\�5XUDO�$SSUDLVDO
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5') 5HYROYLQJ�'UXJ�)XQG

6'$ 6XSSRUW�WR�'LVDGYDQWDJHG�$UHDV

6(. 6ZHGLVK�FXUUHQF\

65+ 6H[XDO�DQG�UHSURGXFWLYH�KHDOWK

67' 6H[XDOO\�WUDQVPLWWHG�GLVHDVH

67& 6KRUW�WHUP�DGYLVHU

6'$ 6XSSRUW�WR�'LVDGYDQWDJHG�$UHDV

6:$3 6HFWRU�ZLGH�DSSURDFK

7% 7XEHUFXORVLV

766$ 7UDLQLQJ�6\VWHPV�6XSSRUW�$UHD

7663 7UDLQLQJ�6\VWHPV�6XSSRUW�3URMHFW

8%*+ 8RQJ�%L�*HQHUDO�+RVSLWDO

81'3 8QLWHG�1DWLRQV�'HYHORSPHQW�3URJUDPPH

81)3$ 8QLWHG�1DWLRQV�3RSXODWLRQ�)XQG

9+: 9LOODJH�+HDOWK�:RUNHU

91'3 9LHWQDP�1DWLRQDO�'UXJ�3ROLF\

96+& 9LHWQDP�6ZHGHQ�+HDOWK�&RRSHUDWLRQ

96+&�, ����²�����$JUHHPHQW

96+&�,, ����²�����$JUHHPHQW

:+2 :RUOG�+HDOWK�2UJDQLVDWLRQ
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�� 7[IHMWL�EMH�XS�LIEPXL�W]WXIQ�MQTVSZIQIRX�MR�:MIXREQ
r�GSRXI\X�ERH�WGSTI�SJ�IZEPYEXMSR

´$Q�VDFK��XRQJ�VDFK��R�VDFK�²�&OHDQ�HDWLQJ��FOHDQ�GULQNLQJ��FOHDQ�OLYLQJµ
´3KRQJ�EHQK�KRQ�FKXD�EHQK�²�3UHYHQWLRQ�LV�EHWWHU�WKDQ�FXUHµ
�6ORJDQV�IURP�9LHWQDP·V�KHDOWK�FDUH�SROLF\�LQ�WKH�����V�

��� %�LMWXSVMGEP�PIKEG]�XLEX�QEXXIVW

,W�LV�D�FKDUDFWHULVWLF�RI�PRVW�DLG�SURJUDPPHV�WKDW�WKH\�DSSHDU�DV�VKRUW�OLYHG�KLVWRULFDO�HSLVRGHV��7KH
9LHWQDP�6ZHGHQ�+HDOWK�&RRSHUDWLRQ��96+&��LV�DQ�H[FHSWLRQ��7KH�UHODWLRQVKLS�VWDUWHG�IRUPLQJ
DOUHDG\�LQ�WKH�PLG�����V�ZLWK�PHGLFDO�VXSSOLHV�DQG�HTXLSPHQW�DV�SDUW�RI�WKH�KXPDQLWDULDQ�DLG
PDQDJHG�E\�6ZHGLVK�1*2V�GXULQJ�WKH�9LHWQDP�$PHULFDQ�:DU��7KH�KLVWRU\�RI�WKH�UHODWLRQVKLS
WKDW�XQIROGHG�RYHU�WKH�QH[W�WKUHH�DQG�KDOI�GHFDGHV�VHHV�VRPH�GUDPDWLF�FKDQJHV�RQ�ERWK�VLGHV�LQ�WKH
SDUWQHUVKLS�

:MIXREQ
9LHWQDP�PRYHG�IURP�D�ZDU�HFRQRP\�ZLWK�D�KLJK�OHYHO�RI�SROLWLFDO�FRPPLWPHQW�DQG�YROXQWDULVP��ODVWLQJ
LQ�PDQ\�ZD\V�XQWLO�WKH�ODWH�����V���WR�D�SHULRG�RI�D�SURJUHVVLYHO\�IDLOLQJ�FHQWUDOO\�SODQQHG�HFRQRP\
DQG�JURZLQJ�SRSXODU�GLVLOOXVLRQPHQW��XQWLO�JRYHUQPHQW�DIWHU�WKH�VHYHUH�HFRQRPLF�FULVLV�LQ������ZDV
IRUFHG�WR�PDNH�D�UHDOLW\�RI�WKH�GRLPRL�HFRQRPLF�UHIRUPV�DSSURYHG�E\�WKH�3DUW\�&RQJUHVV�DOUHDG\�LQ
������7KLV�VWDUWHG�LQ������WKH�VR�FDOOHG�WUDQVLWLRQ�SHULRG��ZKLFK�UDGLFDOO\�WUDQVIRUPHG�HFRQRPLF
OLIH�LQ�9LHWQDP��7KH�OLEHUDOLVDWLRQ�RI�WKH�PDUNHW��UHPRYDO�RI�UHVWULFWLRQV�RQ�IRUHLJQ�WUDGH�DQG
DEROLWLRQ�RI�DJULFXOWXUDO�FR�RSHUDWLYHV�OHG�WR�GRXEOH�GLJLW�HFRQRPLF�JURZWK�UDWHV��DQG�PDMRU�LP�
SURYHPHQWV�LQ�OLYLQJ�VWDQGDUGV�IRU�WKH�PDMRULW\�RI�WKH�SRSXODWLRQ�

7KH�VDPH�UHIRUPV��KRZHYHU��SOD\HG�KDYRF�ZLWK�WKH�IXQGDPHQWDOV�XSRQ�ZKLFK�9LHWQDP·V�KHDOWK
V\VWHP�KDG�EHHQ�GHYHORSHG��7KLV�ZDV�D�V\VWHP�ZLWK�DQ�LPSUHVVLYH�WUDFN�UHFRUG�LQ�FRPPXQLW\�EDVHG
SUHYHQWLYH�KHDOWK�FDUH��LQ�UHGXFHG�PRUWDOLW\�UDWHV��DQG�LQ�LWV�HTXLW\�SURILOH��:LWK�WKH�FROODSVH�RI�WKH
FRRSHUDWLYHV��WKH�ILQDQFLDO�EDVLV�RI�WKH�FRPPXQH�KHDOWK�V\VWHP�ZDV�VXGGHQO\�UHPRYHG��$QG�ZLWK
VWDWH�ILQDQFHV�LQ�VKDPEOHV�E\�WKH�HQG�RI�WKH�����V��WKHUH�ZHUH�QR�UHVRXUFHV�WR�NHHS�WR�WKH�SURPXO�
JDWHG�SROLWLFDO�DLP�RI�IUHH�KHDOWK�VHUYLFHV�IRU�DOO�

7KH�FRPELQDWLRQ�RI�SURJUHVVLYHO\�GHWHULRUDWLQJ�SXEOLF�VHUYLFHV��LPSURYHPHQW�LQ�SHUVRQDO�LQFRPHV�
DQG�WKH�JURZLQJ�DYDLODELOLW\�RI�GUXJV�LQ�WKH�PDUNHW��OHG�WR�D�PDUNHG�VKLIW�LQ�KHDOWK�VHHN�EHKDYLRXU
WRZDUGV�VHOI�PHGLFDWLRQ�DQG�WKH�SXUFKDVH�RI�´SULYDWHµ�PHGLFDO�WUHDWPHQW��7KH�GHPDQG�IRU�WKH
ODWWHU�ZDV�PDLQO\�PHW�E\�SXEOLF�SUDFWLWLRQHUV�WDNLQJ�DGGLWLRQDO�SD\PHQWV�IURP�SDWLHQWV�ZLOOLQJ�WR
SD\�IRU�EHWWHU�VHUYLFH��DQG�LQFUHDVLQJO\�DOVR�VWDUWLQJ�PRUH�UHJXODU�SULYDWH�SUDFWLFH��7KLV�LQIRUPDO
ILQDQFLQJ�V\VWHP�IRU�KHDOWK�VHUYLFHV�VSXUUHG�LQHTXLW\�LQ�KHDOWK��JUHDWO\�IDYRXULQJ�JURXSV�EHQHILWLQJ
IURP�WKH�HFRQRPLF�JURZWK��OHDYLQJ�WKH�PDUJLQDO�DQG�SRRU�IXUWKHU�EHKLQG�

$Q�XQFRQWUROOHG�HVWDEOLVKPHQW�RI�SULYDWH�SKDUPDFLHV�WRRN�SODFH�DW�D�SRLQW�RI�WLPH�ZKHQ�WUDGH�ZLWK
IRUHLJQ�SURGXFHUV�RI�GUXJV�ZDV�RSHQHG�XS��:KLOH�SRVLWLYH�FRQVHTXHQFHV�FRXOG�EH�GLVWLQJXLVKHG�LQ
WKH�DUHD�RI�GUXJ�FRVWV��YHU\�QHJDWLYH�DQG�SRWHQWLDOO\�GDQJHURXV�FRQVHTXHQFHV�IROORZHG�E\�PHDQV�RI
ZLOG�GLVSHQVLQJ�RI�DFWLYH�DQG�GDQJHURXV�VXEVWDQFHV�DQG�D�UDSLG�LQFUHDVH�LQ�DQWLELRWLF�UHVLVWDQW�EDFWHULD
GXH�WR�XQFRQWUROOHG�XVH�RI�SUHVFULSWLRQ�GUXJV�
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7[IHIR
6ZHGHQ��LQ�LWV�UROH�DV�D�GHYHORSPHQW�FRRSHUDWLRQ�SDUWQHU��OLNHZLVH�KDV�H[SHULHQFHG�VRPH�LPSRUWDQW
FKDQJHV��$IWHU�WKH�ERPELQJ�RI�WKH�%DFK�0DL�KRVSLWDO�LQ�+DQRL�LQ�������ZKLFK�FDXVHG�DQ�XQSUHFH�
GHQWHG�SXEOLF�SURWHVW�LQ�6ZHGHQ��WKHUH�ZDV�PDVVLYH�SROLWLFDO�VXSSRUW�IRU�WKH�LGHD�RI�EXLOGLQJ
KRVSLWDOV��7KH�ZDU�ZDV�FDXVLQJ�JUHDW�VXIIHULQJV��1RUWK�9LHWQDP�GHVSHUDWHO\�QHHGHG�DQG�ZDQWHG
PRGHUQ�KRVSLWDO�IDFLOLWLHV��DQG�6ZHGHQ�DQG�9LHWQDP�KDG�MXVW�RSHQHG�ELODWHUDO�DLG�UHODWLRQV�
$�GHFLVLRQ�ZDV�PDGH�LQ������WR�EXLOG�D�FKLOGUHQ·V�KRVSLWDO�LQ�+DQRL��WRGD\�WKH�,QVWLWXWH�IRU�WKH
3URWHFWLRQ�RI�&KLOG�+HDOWK�²�,3&+���DQG�LQ������D�VHFRQG�KRVSLWDO�²�WKH�8RQJ�%L�*HQHUDO�+RVSLWDO
LQ�WKH�3URYLQFH�RI�4XDQJ�1LQK�QRUWK�RI�+DLSKRQJ��ZDV�DGGHG�

7KH�VWDUW�RI�6ZHGHQ·V�LQYROYHPHQW�ZDV�ILUVW�DQG�IRUHPRVW�DQ�DFW�RI�SROLWLFDO�VROLGDULW\�ZLWK�WKH�SHRSOH
RI�1RUWK�9LHWQDP�GXULQJ�WKH�ZDU��DQG�QRW�WKH�RXWFRPH�RI�D�FRQYHQWLRQDO�GHYHORSPHQW�DVVLVWDQFH
DSSURDFK�DW�WKH�WLPH��7KHUH�ZDV�OLWWOH�LQ�WKH�IRUP�RI�FDUHIXO�IHDVLELOLW\�DVVHVVPHQWV��,Q�IDFW��6ZHGHQ
KDG�YHU\�OLPLWHG�NQRZOHGJH�DERXW�KRZ�9LHWQDP�IXQFWLRQHG��DQG�WKH�9LHWQDPHVH�UHJLPH�GLG�LWV�EHVW
WR�NHHS�LW�WKDW�ZD\�²�FRQILQHG�E\�WKH�ORJLFV�RI�ZDU�VHFUHF\�DQG�WKH�WKUHDW�RI�FDSLWDOLVW�LQIOXHQFH��7KLV
LJQRUDQFH�ZDV�SDLUHG�ZLWK�D�UHPDUNDEOH�FRQILGHQFH�DPRQJ�6ZHGHV�LQ�WKH�FDSDFLW\�RI�9LHWQDP�WR
PDQDJH�LWV�GHYHORSPHQW��7KHVH�6ZHGLVK�VHQWLPHQWV�ZHUH�UHLQIRUFHG�E\�DQ�HYHQ�VWURQJHU�VHOI�
FRQILGHQFH�RQ�WKH�9LHWQDPHVH�VLGH��VWLPXODWHG�E\�WKH�YLFWRULHV�RI�ZDU�

7KH�SROLWLFDO�´ORYH�DIIDLUµ�RI�WKH�ODWH�����V�DQG�HDUO\�����V��DQG�WKH�´PDUULDJHµ�RI�������ZHUH�VRRQ
WR�PHHW�VRPH�GLIILFXOW�UHDOLWLHV�RI�EHLQJ�WRJHWKHU�LQ�GDLO\�OLIH��1R�RQH�DW�WKH�WLPH�EHOLHYHG�WKDW�LW
VKRXOG�WDNH�XQWLO������EHIRUH�6LGD�²�DW�OHDVW�IRU�WKH�WLPH�EHLQJ�²�VSHQW�LWV�ODVW�NURQD��6(.��LQ�VXSSRUW
RI�WKH�WZR�KRVSLWDOV��:KDW�ZDV�HQYLVDJHG�LQLWLDOO\�DV�PDWHULDO�DQG�WHFKQLFDO�VXSSRUW�WR�D�9LHWQDPHVH
KRVSLWDO�FRQVWUXFWLRQ�SURMHFW�WRRN�PRUH�DQG�PRUH�WKH�VKDSH�RI�D�6ZHGLVK�PDQDJHG�WXUQNH\�RSHUDWLRQ�

6ZHGHQ�HQWHUHG�D�SURFHVV�ZKHUH�LW�JUDGXDOO\�H[SDQGHG�LWV�PDQDJHPHQW�DQG�FRQWURO�IXQFWLRQ��DW�WKH
H[SHQVH�RI�9LHWQDPHVH�SDUWQHUV��0LQLVWU\�RI�+HDOWK�DQG�QDWLRQDO�VXSSOLHUV�DQG�FRQWUDFWRUV��ZKR
UHOXFWDQWO\�DOVR�FDPH�WR�DFFHSW�ZHDNQHVVHV�LQ�WKHLU�RZQ�V\VWHP��:KHQ�WKH�FRQVWUXFWLRQ�ZRUNHUV
ILQLVKHG��LQ�����²�����KRZHYHU��6LGD�GLG�QRW�KDQG�RYHU�D�NH\�DQG�OHDYH��0LQLVWU\�RI�+HDOWK��0R+�
KDG�DOUHDG\�E\�WKHQ�VXEPLWWHG��DQG�6LGD�KDG�DSSURYHG��D�UHTXHVW�WR�SURORQJ�WKH�6ZHGLVK�DVVLVWDQFH
EH\RQG�WKH�FRQVWUXFWLRQ�SKDVH��LQWR�IXOO�VFDOH�VXSSRUW�RI�KRVSLWDO�RSHUDWLRQ��LQFOXGLQJ�PHGLFDO
JXLGDQFH��PDQDJHPHQW��WUDLQLQJ�DW�DOO�OHYHOV��DQG�PHGLFDO�DQG�VSDUH�SDUWV�VXSSOLHV�

%\�WKH�HDUO\�����V��WKH�QDWXUH�RI�WKH�UHODWLRQVKLS�KDG�FOHDUO\�FKDQJHG��6ZHGHQ�E\�QRZ�KDG�EHFRPH
D�PRUH�LQWHUIHULQJ�SDUWQHU��8VLQJ�WKH�SRZHU�RI�WKH�SXUVH��VXSSRUWHG�E\�WKH�LQWHUQDWLRQDO�WUHQG�RI�DLG
FRQGLWLRQDOLW\��LW�VWDUWHG�DGYRFDWLQJ�WKH�QHHGV�IRU�FKDQJH�DW�YDULRXV�OHYHOV�RI�WKH�V\VWHP��7KLV�ZDV�D
WLPH�RI�FKDQJLQJ�LQWHUQDWLRQDO�DLG�SDUDGLJPV��ERWK�RQ�GHYHORSPHQW�SROLFLHV�LQ�JHQHUDO�DQG�KHDOWK
LQ�SDUWLFXODU��H�J��IROORZLQJ�WKH������$OPD�$WD�GHFODUDWLRQ�RQ�SULPDU\�KHDOWK�FDUH�WR�SHRSOH
HYHU\ZKHUH���7KH�VFRSH�RI�WKH�6ZHGLVK�VXSSRUW�WR�KHDOWK�LQFUHDVLQJO\�LQFOXGHG�DVSHFWV�RI�SULPDU\
KHDOWK�FDUH�DQG�GUXJ�VXSSO\��6ZHGHQ�JHQHUDOO\�WRRN�D�EURDGHU�LQWHUHVW�LQ�OLYLQJ�FRQGLWLRQV�DQG�HFR�
QRPLF�UHIRUP��9LHWQDP��LQ�PDQ\�UHVSHFWV��ZDV�QRZ�LQ�D�ZHDNHU�SRVLWLRQ��DQG�WKH�SUHVVXUH�IRU�UHIRUP
KDG�DOUHDG\�VWDUWHG�IURP�EHORZ��LQ�9LHWQDP�UHIHUUHG�WR�DV�IHQFH�EUHDNLQJ���,Q�WKH�KHDOWK�FRRSHUD�
WLRQ��WKLV�JUDGXDOO\�OHG�WR�D�PRYH�DZD\�IURP�VXSSO\�RI�HTXLSPHQW�WR�WUDQVIHU�RI�NQRZOHGJH�DQG�FDSDFLW\
GHYHORSPHQW�

:KLOH�9LHWQDP�FRQWLQXHG�NHHSLQJ�WKH�DLG�LQ�LVRODWHG�SURMHFW�HQYLURQPHQWV��WKH�V\VWHP�JUDGXDOO\
VWDUWHG�RSHQLQJ�XS��$OO�SURMHFWV�RI�WKH�&RRSHUDWLRQ�²�WKH�WZR�RQJRLQJ�KRVSLWDO�SURMHFWV��WKH�UXUDO
KHDOWK�SURMHFW�LQ�4XDQJ�1LQK��VWDUWHG�LQ������DQG�UHRUJDQLVHG�LQ��������WKH�SURYLVLRQ�RI�GUXJV
SURMHFWV��IURP��������DQG�WKH�PHGLFDO�HTXLSPHQW�SURMHFW��IURP��������SURJUHVVLYHO\�H[SDQGHG�WKHLU
´VRIWZDUHµ�FRPSRQHQWV�DQG�VORZO\�PRYHG�FORVHU�WR�WKH�PDLQVWUHDP�DFWLYLWLHV�RI�WKH�0LQLVWU\�
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7KH�SURJUDPPH�DJUHHPHQW�RI������PDUNHG�D�QHZ�VKLIW��1RZ�WKH�GHYHORSPHQW�WHUPLQRORJ\�KDG
EHHQ�IXUWKHU�EURDGHQHG�WR�DOVR�LQFOXGH�¶SROLF\�GLDORJXH·��7ZR�QHZ�SURMHFWV�ZHUH�FUHDWHG�WR�VXSSRUW
FHQWUDO�IXQFWLRQV�RI�WKH�0LQLVWU\��WKH�&HQWUDO�/HYHO�,QWHJUDWLRQ�3URMHFW�DQG�WKH�7UDLQLQJ�6\VWHP
6XSSRUW�3URMHFW���EULQJLQJ�WKH�96+&�RQH�VWHS�FORVHU�WR�WKH�KLJKHU�FLUFOHV�RI�GHFLVLRQ�PDNLQJ�
7KLV�WUHQG�ZDV�WR�EH�IXUWKHU�UHLQIRUFHG�ZLWK�WKH�DJUHHPHQW�LQ�������ZKLFK�QRZ�WRRN�WKH�QH[W�VWHS
FRQFHSWXDOO\�DQG�PDGH�¶SROLF\�GHYHORSPHQW·�RQH�RI�LWV�FRUQHUVWRQHV��7KH�DSSURDFK�ZDV�EURDG�EDVHG
VWUHQJWKHQLQJ�RI�WKH�FDSDFLW\�RI�0LQLVWU\�RI�+HDOWK��PDLQO\�DW�FHQWUDO�OHYHO��LQYROYLQJ�PRVW�RI�LWV
GHSDUWPHQWV�

7KH�SHULRG�FRYHUHG�E\�WKH�HYDOXDWLRQ�FRYHUV�WKH�$JUHHPHQW��ZKLFK�ZH�UHIHU�WR�DV�96+&�,��ZKLFK
ODVWHG�IURP�2FWREHU������WR�6HSWHPEHU�������LQFOXGLQJ�D���PRQWKV�H[WHQVLRQ��DQG�DERXW�RQH�\HDU
LQWR�96+&�,,��2FWREHU������²�'HFHPEHU��������6LQFH�96+&�,,��E\�DQG�ODUJH��LV�D�FRQWLQXDWLRQ
DQG�FRQVROLGDWLRQ�RI�96+&�,�DFWLYLWLHV�DV�WKH\�PDWXUHG�WRZDUGV�WKH�HQG�RI�WKH���\HDU�SHULRG��ZH
GHFLGHG�QRW�GUDZ�WKH�OLQH�E\�2FWREHU�������IRU�WZR�PDLQ�UHDVRQV��)LUVWO\��WKH�DGMXVWPHQWV�PDGH�LQ
96+&�,,�UHIOHFW�LPSRUWDQW�OHVVRQV�GUDZQ�E\�WKH�SDUWLHV�GXULQJ�WKH�SUHYLRXV�\HDUV��DQG�WKH�LQLWLDO
H[SHULHQFHV�ZLWK�WKHVH�DGMXVWPHQWV��XS�XQWLO�WKH�WLPH�RI�RXU�ILHOG�ZRUN��2FWREHU��������LV�RI�LQWHUHVW�
$QG�VHFRQGO\��WKH�NH\�DFWRUV�LQ�WKH�&RRSHUDWLRQ��WKHPVHOYHV��GLG�QRW�UHIHU�WR�2FWREHU������DV�D
PDMRU�WXUQLQJ�SRLQW��SUHVHQWLQJ�96+&�DV�D�FRQWLQXRV�DQG�RQ�JRLQJ�OHDUQLQJ�SURFHVV�

+HQFH��LW�LV�WKH�H[SHULHQFHV�IURP�WKH�SHULRG�VLQFH�DERXW�PLG������RI�WKH�9LHWQDP�6ZHGHQ�+HDOWK
&RRSHUDWLRQ�WKDW�LV�WKH�IRFXV�RI�WKLV�VWXG\�

%�VIPEXMSRWLMT�[SVXL�GSRXMRYMRK#
6ZHGHQ�DQG�9LHWQDP�DJUHHG�LQ������RQ�D���\HDU�DQG�����PLOOLRQ�6(.�SURJUDPPH��ZKLFK�WXUQHG
LQWR�DQ�DPELWLRXV�VWUDWHJ\�IRU�LQVWLWXWLRQDO�GHYHORSPHQW��DOWKRXJK�WKLV�ZDV�QRW�WKH�SHUFHSWLRQ��IURP
WKH�EHJLQQLQJ��RI�DOO�SHRSOH�LQYROYHG�IURP�0LQLVWU\�RI�+HDOWK��7KLV�VWUDWHJ\�ZDV�SURORQJHG�LQ�����
ZLWK�D�QHZ�DJUHHPHQW��DPRXQWLQJ�WR����PLOOLRQ�6(.��ZKLFK�ZLOO�ODVW�XQWLO�PLG�������DW�WKH�$QQXDO
0HHWLQJ�LQ�'HFHPEHU������WKH�DJUHHPHQW�SHULRG�ZDV�H[WHQGHG�E\���PRQWK�ZLWKRXW�DGGLWLRQDO
IXQGLQJ���7KH�H[SHQGLWXUHV�GXULQJ�WKH�ILUVW�DJUHHPHQW�DYHUDJHG�RXW�DW����PLOOLRQ�6(.�SHU���
PRQWKV��7KLV�ZLOO�GURS�WR����PLOOLRQ�LQ�WKH�VHFRQG�SHULRG��ZKLFK�UHIOHFWV�WKDW�LQYHVWPHQWV�LQ
HTXLSPHQW�DQG�PDWHULDOV�KDYH�EHHQ�VFDOHG�GRZQ�HYHQ�IXUWKHU�

+HQFH��WKH�PDLQ�JRDO�XQGHUO\LQJ�WKH�VXSSRUW�LQ�WKH�����²�����SHULRG�FDQ�EH�VXPPHG�XS�DV�

7R�LPSURYH�WKH�DELOLW\�RI�0LQLVWU\�RI�+HDOWK�WR�IRUPXODWH�DQG�LPSOHPHQW�QHZ
SROLFLHV�DGGUHVVLQJ�WKH�QHZ�UHDOLWLHV�RI�9LHWQDP�²�WDFNOLQJ�WXUPRLO�RI�WUDQVLWLRQ�

,Q�DQWLFLSDWLRQ�RI�WKH�SUHSDUDWLRQ�RI�\HW�DQRWKHU�H[WHQVLRQ��EH\RQG�������RI�WKLV�ORQJ�SDUWQHUVKLS�
LW�LV�WKHUHIRUH�WLPHO\�WR�DVN�

• +DV�0LQLVWU\�RI�+HDOWK·V�DELOLW\�LPSURYHG"
• :KDW�DUH�WKH�UHVXOWV�RI�WKH�LQYHVWPHQWV�LQ�SURGXFWLRQ�RI�QHZ�NQRZOHGJH"
• $UH�WKH�SROLFLHV��UHJXODWLRQV��PRGHOV��H[SHULPHQWV�DQG�LGHDV�EHLQJ�SURGXFHG�UHOHYDQW�WR�WKH

SUREOHPV�IDFLQJ�WKH�KHDOWK�VHFWRU�WRGD\�DQG�LQ�WKH�\HDUV�DKHDG"
• :KDW�OHVVRQV�FDQ�EH�GUDZQ�RQ�WKH�HIIHFWLYHQHVV�RI�DLG"

%HIRUH�DGGUHVVLQJ�WKHVH�TXHVWLRQV�ZH�KDYH�WR�UHPLQG�WKH�UHDGHUV��DQG�RXUVHOYHV��QRW�RQO\�RI�WKH
KLVWRU\��EXW�WKH�YRODWLOH�FRQWH[W�ZLWKLQ�ZKLFK�96+&�RSHUDWHV��DV�ZHOO��7KH�SDFH�RI�FKDQJH�LV�UDSLG�
DV�FDQ�EHHQ�VHHQ�IURP�WKH�UHFHQW�GHYHORSPHQW�WUHQGV�SUHVHQWHG�EHORZ��FKDSWHU�������DQG�WKH�IXWXUH
LV�IXOO�RI�XQFHUWDLQW\��1HYHUWKHOHVV��WKHUH�DUH�FHUWDLQ�JHQHUDO�WUHQGV�LQ�KHDOWK�V\VWHP�GHYHORSPHQW
LQWHUQDWLRQDOO\�ZKLFK�9LHWQDP�DOVR�ZLOO�EH�DIIHFWHG�E\��FKDSWHU������
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��� :MIXREQIWI�XVIRHW�HYVMRK�XLI�����
W

7KH�ODVW�GHFDGH�ZDV�D�SHULRG�RI�GUDPDWLF�LPSURYHPHQWV�LQ�WKH�HFRQRPLF�DQG�VRFLDO�FRQGLWLRQV�IRU
WKH�PDMRULW\�RI�9LHWQDPHVH��7KHUH�KDYH�EHHQ�YHU\�VWULNLQJ�UHGXFWLRQV�LQ�WKH�LQFLGHQFH�RI�SRYHUW\
RYHU�WKH�ODVW���\HDUV��7KH�SURSRUWLRQ�RI�SHRSOH�ZLWK�SHU�FDSLWD�H[SHQGLWXUHV�XQGHU�WKH�RIILFLDO
SRYHUW\�OLQH�VKUXQN�IURP����SHUFHQW�LQ������WR����SHUFHQW�LQ�������UHIOHFWLQJ�D�QHDU�GRXEOLQJ�RI�SHU
FDSLWD�LQFRPHV�IURP������WR������

2WKHU�LQGLFDWRUV��VXFK�DV�KXPDQ�GHYHORSPHQW��LQIUDVWUXFWXUH�DFFHVV��DQG�RZQHUVKLS�RI�FRQVXPHU
GXUDEOHV�DOVR�FRQILUP�WKH�VWRU\�RI�D�ULVH�LQ�OLYLQJ�VWDQGDUGV�EHWZHHQ������DQG�������

• 3ULPDU\�VFKRRO�HQUROPHQW�UDWHV�ZHUH�DOUHDG\�KLJK�IRU�ERWK�JLUOV�DQG�ER\V��EXW�KDYH�LPSURYHG
IXUWKHU�²�WKH\�KDYH�LQFUHDVHG�IURP�����WR�����IRU�JLUOV�DQG�IURP�����WR�����IRU�ER\V�

• /RZHU�VHFRQGDU\�HQUROPHQW�UDWHV�KDYH�GRXEOHG�IRU�ERWK�JLUOV�DQG�ER\V��DQG�DUH�QRZ�DW����
IRU�JLUOV�DQG�����IRU�ER\V�

• 8SSHU�VHFRQGDU\�HQUROPHQW�UDWHV�KDYH�LQFUHDVHG�GUDPDWLFDOO\�IRU�ERWK�JLUOV�DQG�ER\V�²�WKH\
KDYH�JRQH�XS�IURP����WR�����IRU�JLUOV�DQG�IURP����WR�����IRU�ER\V��

• 0DOQXWULWLRQ�DPRQJVW�FKLOGUHQ�EHORZ�WKH�DJH�RI���\HDUV�UHPDLQ�KLJK��EXW�KDV�GHFOLQHG�IURP
DERXW�KDOI�WKH�SRSXODWLRQ�WR�D�WKLUG�

• ,QIDQW�PRUWDOLW\�KDV�GHFOLQHG�WR����SHU�������OLYH�ELUWKV��IURP�DURXQG����SHU�������OLYH�ELUWKV�LQ
WKH�����V�

• $FFHVV�WR�LQIUDVWUXFWXUH�²�VXFK�DV�URDGV��SXEOLF�KHDOWK�FHQWUHV��FOHDQ�ZDWHU��DQG�HOHFWULFLW\�²
KDYH�DOO�LQFUHDVHG��DQG

• 2ZQHUVKLS�RI�FRQVXPHU�GXUDEOHV�²�VXFK�DV�UDGLRV��WHOHYLVLRQ��DQG�ELF\FOHV�²�KDYH�DOVR�DOO�JRQH
XS��,Q�����������RI�KRXVHKROGV�RZQ�D�UDGLR������RZQ�D�WHOHYLVLRQ��DQG�����RZQ�D�ELF\FOH�

7KHVH�JUHDW�DFKLHYHPHQWV�LQ�SRYHUW\�UHGXFWLRQ��QRWZLWKVWDQGLQJ��9LHWQDP�UHPDLQV�D�SRRU�FRXQWU\
DQG�WKH�EHQHILWV�RI�GRLPRL�DUH�XQHYHQO\�VSUHDG�

• 9LHWQDP�VWLOO�UDQNV�RQO\����WK�RI�����FRXQWULHV�LQ�WKH�ZRUOG�DFFRUGLQJ�WR�D�FRPSRVLWH�LQGH[�RI
KXPDQ�GHYHORSPHQW�UHIOHFWLQJ�OLIH�H[SHFWDQF\��HGXFDWLRQ��DQG�PDWHULDO�ZHOO�EHLQJ��81'3·V
+XPDQ�'HYHORSPHQW�,QGH[��

• 3RYHUW\�DQG�QHDU�SRYHUW\�UHPDLQ�ZLGHVSUHDG��HVSHFLDOO\�LQ�UXUDO�DUHDV�ZKHUH�����RI�WKH
SRSXODWLRQ�OLYH�DQG�ZKHUH�����RI�WKH�SHRSOH�OLYH�EHORZ�WKH�SRYHUW\�OLQH�

• 8UEDQ�SRYHUW\�LV�OLNHO\�WR�LQFUHDVH�ZLWK�WKH�FXUUHQW�UDWHV�RI�XUEDQLVDWLRQ��PXFK�RI�ZKLFK
HVFDSHV�WKH�RIILFLDO�V\VWHP�RI�UHJLVWHULQJ�SODFH�RI�UHVLGHQF\�

• (WKQLF�PLQRULWLHV��ZKLFK�FRQVWLWXWH�RQO\�����RI�WKH�SRSXODWLRQ��DFFRXQW�IRU�QHDUO\�����RI�WKH
SRRU��,QFRPH�JDSV�DUH�VORZO\�ZLGHQLQJ�EHWZHHQ�XUEDQ�DQG�UXUDO�DUHDV��DQG�DFURVV�WKH�YDULRXV
UHJLRQV��,QFRPHV�LQ�XUEDQ�DUHDV�DUH�QRZ�������ILJXUHV��DOPRVW�IRXU�WLPHV�DYHUDJH�UXUDO�SHU
FDSLWD�LQFRPHV�

• ,QDGHTXDWH�FDORULH�LQWDNH��HVSHFLDOO\�GXULQJ�WKH�PRQWKV�LQ�EHWZHHQ�KDUYHVWV��LV�D�SUREOHP�LQ
LVRODWHG�UXUDO�DUHDV��7KH�LQFLGHQFH�RI�XQGHUZHLJKW�DQG�PDOQRXULVKHG�FKLOGUHQ�XQGHU�WKH�DJH�RI
��\HDUV�LV�LQ�WKH�RUGHU�RI������RQH�RI�WKH�KLJKHVW�VXFK�UDWHV�LQ�WKH�ZRUOG�

• /DQGOHVVQHVV�LV�JUDGXDOO\�LQFUHDVLQJ�DQG�FRQWULEXWLQJ�WR�SRFNHWV�RI�SHUVLVWHQW�SRYHUW\�LQ�WKH�IDFH
RI�VORZ�JURZWK�LQ�RII�IDUP�HPSOR\PHQW�RSSRUWXQLWLHV�

�����������������������������������������������������

��:RUOG�%DQN��������9LHWQDP�'HYHORSPHQW�5HSRUW�������´9LHWQDP�$WWDFNLQJ�3RYHUW\µ���-RLQW�UHSRUW�RI�WKH�*RYHUQPHQW�RI
9LHWQDP�²�'RQRU�²�1*2�3RYHUW\�:RUNLQJ�*URXS��&RQVXOWDWLYH�*URXS�0HHWLQJ�IRU�9LHWQDP��'HFHPEHU���²���������
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• 7KH�DERUWLRQ�UDWH�LQ�9LHWQDP�LV�RQH�RI�WKH�KLJKHVW�ZLWK�RQH�LQ�WKUHH�SUHJQDQFLHV�VWLOO�HQGLQJ�LQ
DERUWLRQ��7KLV�VWDUWOLQJ�VWDWLVWLF�UHIOHFWV�DQ�H[WUHPH�ODFN�RI�FKRLFH�IDFLQJ�PDQ\�9LHWQDPHVH
ZRPHQ��ZKR�IHHO�WKH\�KDYH�OLWWOH�DOWHUQDWLYH�EXW�WR�HQGDQJHU�WKHLU�KHDOWK�LQ�RUGHU�WR�DYRLG�XQ�
SODQQHG�ELUWKV�

:KHUHDV�GRLPRL�FDXVHG�UDGLFDO�VKLIWV�LQ�HFRQRPLF�SROLFLHV��WKH�3DUW\�DQG�JRYHUQPHQW�KDV�PRYHG
PRUH�VORZO\�RQ�UHIRUPV�LQ�RWKHU�SROLF\�DUHDV��ZLWK�D�WHQGHQF\�RI�EHLQJ�UHDFWLYH�UDWKHU�WKDQ�SURDF�
WLYH��7KLV�DFFRXQWV�IRU�UHIRUPV�LQ�WKH�VWUXFWXUHV�DQG�IXQFWLRQV�RI�WKH�6WDWH��LQ�WKH�SROLF\�HQYLURQ�
PHQW�IRU�SULYDWH�VHFWRU�GHYHORSPHQW��WR�LPSURYH�WKH�TXDOLW\�RI�JRYHUQDQFH��DQG�WR�LQFUHDVH�WKH
SDUWLFLSDWLRQ�RI�WKH�EURDGHU�VRFLHW\�LQ�SROLWLFDO�SURFHVVHV��1HYHUWKHOHVV��WKHUH�DUH�VLJQLILFDQW�PRYH�
PHQWV�RI�FKDQJH�LQ�VHYHUDO�LPSRUWDQW�DUHDV�

• 7KH�GHYHORSPHQW�RI�D�V\VWHP�RI�UXOH�RI�ODZ��LQ�SDUWLFXODU�D�FLYLO�FRGH�
• 7KH�UHIRUP�RI�VWDWH�RZQHG�HQWHUSULVHV��PDNLQJV�ZRUNHUV�DQG�PDQDJHUV�VWDNHKROGHUV�LQ�WKH

V\VWHP�
• 7KH�HPHUJHQFH�RI�DQ�LQIRUPDWLRQ�VRFLHW\�
• 7KH�GHHSHQLQJ�RI�LQWHUQDWLRQDO�HFRQRPLF�UHODWLRQ�
• 7KH�LQFUHDVHG�UROH�RI�ORFDO�LQGHSHQGHQW�RUJDQLVDWLRQV��SDUWLFXODUO\�LQ�WKH�DUHDV�RI�UHVHDUFK�LQ

VFLHQFH�DQG�WHFKQRORJ\��H�J��ZLWK�WKH�LQWURGXFWLRQ�RI�WKH�/DZ�RQ�6FLHQFH�DQG�7HFKQRORJ\�HI�
IHFWLYH�DV�RI�-DQXDU\�����������

• 7KH�JUHDWHU�LQYROYHPHQW�RI�ORFDO�LQGHSHQGHQW�RUJDQLVDWLRQV�LQ�FRPPXQLW\�GHYHORSPHQW
SURJUDPPH�

$OO�RI�WKHVH�WUHQGV�ZLOO�LQ�YDULRXV�ZD\V�LQIOXHQFH�WKH�KHDOWK�V\VWHP��KHDOWK�VHHN�EHKDYLRXU�DQG
KHDOWK�FRQGLWLRQV�RI�9LHWQDP��,W�IROORZV�WKDW�WKH�0LQLVWU\�RI�+HDOWK�ZLOO�QHHG�WR�JUHDWO\�HQKDQFH�LWV
FDSDFLW\�IRU�OHDUQLQJ�DQG�RUJDQLVDWLRQDO�FKDQJH�WR�PHHW�WKH�FKDOOHQJHV�LPSRVHG�E\�WKH�WUHQGV
DERYH��96+&�KDV�VR�IDU�EHHQ�DQ�LPSRUWDQW�VRXUFH�RI�IXQGV��NQRZOHGJH�DQG�LQVSLUDWLRQ��EXW�WKH
JODVV�LV�VWLOO�RQO\�KDOI�IXOO��,W�LV�SUHPDWXUH�WR�SDVV�DQ\�ILQDO�MXGJHPHQW�RQ�WKH�HIIHFWLYHQHVV��UHOHYDQFH
DQG�VXVWDLQDELOLW\�RI�WKHVH�LQYHVWPHQWV��2QO\�WKH�IXWXUH�FDQ�WHOO�

��� -RXIVREXMSREP�XVIRHW�EJJIGXMRK�LIEPXL�W]WXIQ�HIZIPSTQIRX

7KHUH�LV�D�JHQHUDO�DJUHHPHQW�WKDW�KHDOWK�VHHN�EHKDYLRXU�DQG�KHDOWK�V\VWHPV�RYHU�WKH�ZRUOG�DUH
H[SHULHQFHV�PDMRU�FKDQJHV��ZKLFK�DUH�UHODWHG�WR�QHZ�SDWWHUQV�RI�VRFLDO��HFRQRPLF�DQG�FXOWXUDO
FKDQJH��HXSKHPLVWLFDOO\�UHIHUUHG�WR�DV�JOREDOLVDWLRQ��$�FRPPRQ�GHQRPLQDWRU�DPRQJ�WKHVH�PDQ\
WUHQGV�LV�WKDW�WKH\�DUH�RQO\�SDUWO\�FRQWUROODEOH�IURP�D�QDWLRQDO�VWDQGSRLQW�²�E\�WKH�VWDWHV�DQG�E\
PLQLVWULHV�RI�KHDOWK�

• 0RVW�VWDWHV�H[SHULHQFH�DQ�LQFUHDVHG�SUHVVXUH�RQ�SXEOLF�ILQDQFH��7KH�JOREDOLVDWLRQ�RI
HFRQRPLHV�WHQGV�WR�SXW�SUHVVXUH�RQ�WD[DWLRQ�OHYHOV�WKURXJKRXW�WKH�ZRUOG��7KH�SRVVLELOLWLHV�RI
NHHSLQJ�WKHP�RQ�OHYHOV�FRQVLGHUDEO\�RYHU�WKDW�RI�WKH�PDLQ�HFRQRPLF�SDUWQHUV�KDYH�GHWHULRUDWHG�
7KLV�WHQGHQF\�RI�´KDUPRQLVDWLRQµ�VHHPV�JHQHUDOO\�WR�KDYH�D�GRZQZDUG�FKDUDFWHU��+HDOWK�IL�
QDQFLQJ�LQ�PRVW�FRXQWULHV�LV�UHDFWLQJ�E\�LQFUHDVLQJO\�UHO\LQJ�RQ�ILQDQFLDO�VRXUFHV�RXWVLGH�WKH
ILVFDO�V\VWHP�²�VXFK�DV�XVHU�IHHV��SULYDWH�LQVXUDQFH�RU�RWKHU�IRUPV�RI�SUH�SD\PHQW�DUUDQJHPHQWV�

�����������������������������������������������������

��6RFLDOLVW�5HSXEOLF�RI�9LHWQDP���������/DZ�RQ�6FLHQFH�DQG�7HFKQRORJ\��2IILFLDO�*D]HWWH��1XPEHU�����-XO\����������S���²���
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$�FRQVHTXHQFH�RI�WKHVH�QHZ�IRUPV�RI�PXOWL�VRXUFH�ILQDQFLQJ�LV�D�OHVVHQLQJ�RI�GLUHFW�SROLWLFDO
FRQWURO�RI�KHDOWK�FDUH�V\VWHPV�

• 3RSXODWLRQ�DJHLQJ�LV�QRZ�D�SKHQRPHQRQ�DIIHFWLQJ�ERWK�GHYHORSLQJ�DV�ZHOO�DV�GHYHORSHG
HFRQRPLHV�²�DOWKRXJK�VWURQJHU�LQ�WKH�PRUH�DGYDQFHG�HFRQRPLHV��7KXV�WKH�LQWURGXFWLRQ�RI�D
PRUH�FRVWO\�PRUELGLW\�VLWXDWLRQ�LQ�GHYHORSLQJ�HFRQRPLHV�LQFUHDVHV�WKH�SUHVVXUH�RQ�SXEOLF�IL�
QDQFH�DQG�DFFHOHUDWHV�GHYHORSPHQWV�LQ�WKH�GLUHFWLRQ�RI�D�PXOWLSOH�VRXUFH�ILQDQFLQJ�VWUXFWXUH
IRU�KHDOWK��7KLV�OHDGV�WR�D�VLWXDWLRQ�RI�D�UDSLG�LQFUHDVH�LQ�WKH�GHPDQG�IRU�KHDOWK�FDUH�IRU�QRQ�
FRPPXQLFDEOH�GLVHDVHV�LQ�FRXQWULHV�WKDW�DUH�VWLOO�VXIIHULQJ�IURP�VHYHUH�LPSDFW�RI�FRPPXQLFDEOH
GLVHDVHV��WKH�VR�FDOOHG�´GRXEOH�EXUGHQ�RI�GLVHDVHµ���9LHWQDP�LV�D�FDVH�LQ�SRLQW�

• +HDOWK�WHFKQRORJ\�DGYDQFHPHQWV�WDNH�QDWLRQV�LQ�D�VLPLODU�GLUHFWLRQ�RI�FRVW�LQFUHDVH��DQG
ZLWK�UDSLGO\�LQFUHDVLQJ�OLWHUDF\�DQG�DFFHVV�WR�PHGLD�UHSRUWLQJ�RQ�PHGLFDO�QRYHOWLHV��WKH�SRSXODU
GHPDQG�LV�LQFUHDVLQJ��7KH�LQWURGXFWLRQ�RI�ZRQGHUV�RI�WHFKQRORJ\�VHHPV�WR�LQFUHDVH�LQHTXDOLWLHV
LQ�KHDOWK�DQG�UDLVH�GLIILFXOWLHV�IRU�SROLWLFDO�FRQWURO�RYHU�WKH�KHDOWK�V\VWHP��7KHUH�PD\�DOVR�H[LVW
D�WUHQG�RI�H[SHQVLYH�KHDOWK�WHFKQRORJ\�FDXVLQJ�SRYHUW\��VLQFH�SHRSOH�PD\�GHFLGH�WR�XVH�HFR�
QRPLF�DVVHWV��VXFK�DV�ODQG�RU�OLYHVWRFN��IRU�KHDOWK�SXUSRVHV�UDWKHU�WKDQ�LQFRPH�JHQHUDWLRQ�

• $�FKDQJLQJ�PRUELGLW\�SDWWHUQ�DQG�LQFUHDVHG�UHOLDQFH�RQ�FRPSOLFDWHG�WHFKQRORJLHV�DOVR
FKDQJHV�WKH�VWDII�VWUXFWXUH�RI�WKH�KHDOWK�V\VWHP��,QFUHDVHG�WUDLQLQJ�LV�QHHGHG��0RUH�VWDII
ZLWK�ORQJ�HGXFDWLRQ�LV�QHHGHG�DOVR�IRU�UHPRWH�SODFHV��,Q�D�VLWXDWLRQ�RI�D�WURXEOHVRPH�SXEOLF
HFRQRP\�WKLV�RSHQV�WKH�GRRU�WR�QHZ�DUUDQJHPHQWV�ZKHUH�VWDII�LV�ILQDQFHG�LQFUHDVLQJO\�E\�H[WUD�
EXGJHWDU\�PHDQV��´(QYHORSHVµ�EHFRPH�LQFUHDVLQJO\�SRSXODU�LQ�PDQ\�FRXQWULHV��3XEOLFO\�HP�
SOR\HG�VWDII�DUH�LQ�PDQ\�SODFHV�DOORZHG�WLPH�RII�IURP�WKHLU�SRVLWLRQV�DQG�IHZHU�ZRUNLQJ�KRXUV�
WR�JR�LQWR�SULYDWH�SUDFWLFH�DV�ZHOO

• $�PRUH�FULWLFDO�YLHZ�RQ�TXDOLW\�RI�KHDOWK�FDUH�LV�DOVR�QRWLFHDEOH�JOREDOO\��7KH�LQGLYLGXDO�KHDOWK
SURIHVVLRQDO�LV�PDGH�LQFUHDVLQJO\�PRUH�DFFRXQWDEOH�DQG�UHVSRQVLEOH�WR�SURIHVVLRQDO�IRUD�DQG�WR
VWUXFWXUHV�IRU�PHGLFDO�VXUYHLOODQFH��6LPXOWDQHRXVO\��WKHUH�LV�DQ�LQFUHDVLQJ�QHHG�WR�FUHDWH�OH�
JLWLPDF\�IRU�KHDOWK�FDUH�JXLGHOLQHV�WKURXJK�WUDQVSDUHQF\�DQG�VWURQJ�LQYROYHPHQW�IURP�SURIHV�
VLRQDO�RUJDQLVDWLRQV�

• 7KH�FRPELQDWLRQ�RI�D�UDSLG�LQFUHDVH�LQ�LQWHUQDWLRQDO�WUDYHO��ZLWK�JURZLQJ�WKHUDS\�UHVLVWDQFH�IRU
VHYHUDO�´ROGµ�GLVHDVHV�DQG�WKH�HPHUJHQFH�RI�QHZ�RQHV��FUHDWHV�VLWXDWLRQV�ZKHUH�QDWLRQDO�KHDOWK
V\VWHPV�DUH�OHIW�ZLWK�PXFK�VKRUWHU�UHVSRQVH�WLPH�WR�SUHYHQW�HSLGHPLFV�

7DNHQ�WRJHWKHU��WKHVH�JOREDO�WUHQGV�UHSUHVHQW�WZR�LPSRUWDQW�IHDWXUHV�RI�PRGHUQ�KHDOWK�V\VWHPV�

7KH�DERYH�IDFWRUV�UHSUHVHQW�JOREDO�SURFHVVHV�WKDW�FRQVWUDLQ�WKH�VFRSH�IRU�QDWLRQDOO\�PDQDJHG�KHDOWK
V\VWHPV��ZLWK�DGYHUVH�HIIHFWV�IRU�FLWL]HQV·�KHDOWK��+RZHYHU��JOREDOLVDWLRQ�LV�DOVR�EULQJLQJ�ZLWK�LW
SURFHVVHV�DQG�LQLWLDWLYHV�WKDW�PD\�LQFUHDVH�WKH�SURVSHFWV�DQG�UHVRXUFHV�IRU�LPSURYLQJ�SHRSOH·V
KHDOWK�

• Medicine becomes increasingly more expensive for the individual and inequality
rises correspondingly, unless economic development, renovated financial instruments
and distribution policies are able to counteract this effectively.

• Direct government control is weakened and policy implementation thereby made
more difficult – particularly calling for complicated consensus processes.
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• 7KHUH�DUH�VHYHUDO�JOREDO�JRYHUQDQFH�HIIRUWV�WR�FRQWURO�JOREDO�KHDOWK�WUHQGV�²�H�J��WREDFFR
FRQWURO�DQG�YHUWLFDO�SURJUDPPHV�RQ�+,9�$,'6��PDODULD��SROLR�DQG�WXEHUFXORVLV��7KHUH�LV�DOVR
DQ�HPHUJLQJ�JOREDO�DFFRXQWDELOLW\�V\VWHP�ZLWK�WKH�UHSRUWLQJ�RI�:+2�

• :H�KDYH�VHHQ�WKH�HPHUJHQFH�RI�QHZ�SKLODQWKURSLVWV�LQ�KHDOWK�VRPHWLPHV�ZRUNLQJ�RXWVLGH
JRYHUQPHQW�FKDQQHOV��VXFK�DV�WKURXJK�1*2V�RU�GLUHFWO\�WR�GLVWULFWV���7KH�SRVLWLRQ�RI�JOREDO
1*2V�KDV�EHHQ�VWUHQJWKHQHG�

• /DERXU�PRELOLW\�LV�LQFUHDVLQJ��,W�KDV�EHFRPH�HDVLHU�IRU�KHDOWK�SURIHVVLRQDOV�WR�VHHN�HPSOR\�
PHQW�LQ�RWKHU�FRXQWULHV�²�D�EOHVVLQJ�IRU�VRPH��ZKLOH�D�EUDLQ�GUDLQ�IRU�RWKHUV�

• )UHH�WUDGH�DJUHHPHQWV�PD\�UHGXFH�FRVWV�DQG�LQFUHDVH�DYDLODELOLW\��7KH\�IDFLOLWDWH�WKH�JURZWK�RI
D�JOREDO�KHDOWK�LQGXVWU\��ZLWK�ILQDQFLDO�UHVRXUFHV�DERYH�WKDW�RI�D�PDMRULW\�RI�QDWLRQ�VWDWHV�
ZKLFK�QR�GRXEW�VSXUV�WHFKQRORJLFDO�GHYHORSPHQW�

)URP�WKH�SRLQWV�RI�YLHZ�RI�QDWLRQDO�KHDOWK�SROLF\�WKHVH�WUHQGV�GHPDQG�D�IRFXV�RQ�D�QXPEHU�RI
FULWLFDO�LVVXHV�

• 1HZ�SROLFLHV�RQ�KHDOWK�ILQDQFH�WR�FRXQWHU�WKH�WHQGHQF\�RI�LQFUHDVLQJ�LQHTXLWLHV�LQ�KHDOWK�DQG�WR
PRELOLVH�VXIILFLHQW�IXQGLQJ�IRU�WKH�VHFWRU�

• 1HZ�SROLFLHV�IRU�FRQWURO�RI�WKH�KHDOWK�SURYLVLRQ�VWUXFWXUH�WR�DYRLG�PDUNHW�IRUFHV�WDNLQJ�WKH�OHDG
DQG�FUHDWLQJ�LQHIILFLHQW�IRUPV�RI�KHDOWK�FDUH�

• 1HZ�SROLFLHV�RQ�KHDOWK�VWDII�WR�HQVXUH�WKHLU�SDUWLFLSDWLRQ�LQ�WKH�LPSOHPHQWDWLRQ�RI�SXEOLF�KHDOWK
SROLFLHV�

• 1HZ�SROLFLHV�LQ�ZRUNLQJ�ZLWK��UH��HPHUJLQJ�GLVHDVHV�WR�DYRLG�WKHP�UHDFKLQJ�D�´FULWLFDO�PDVVµ�
• 1HZ�SROLFLHV�WR�GHDO�ZLWK�WKH�VSUHDG�RI�QHZ�WHFKQRORJLHV�LQ�KHDOWK�FDUH�VR�DV�WR�DYRLG�H[WUHPH

FRVWV��SRRU�TXDOLW\�DQG�LQHIIHFWLYH�SULRULWLHV�

6ZHGHQ�KDV�XQGHUWDNHQ�WR�VXSSRUW�KHDOWK�SROLF\�GHYHORSPHQW�LQ�9LHWQDP�DQG�WR�EH�DFWLYH�LQ�WKH
VHOHFWLRQ�SURFHVV�RI�SURMHFWV��7KH�KHDOWK�SROLF\�ZRUN�RI�WKH�9LHWQDP��6ZHGHQ�+HDOWK�&R�RSHUDWLRQ�
WKHUHIRUH��QHHGV�WR�EH�DQDO\VHG�ZLWK�WKHVH�JOREDO�WUHQGV�LQ�PLQG�ZLWK�D�YLHZ�WR�XQGHUVWDQG�LI
VHOHFWLRQ�SURFHVVHV�DQG�LPSOHPHQWDWLRQ�SURFHVVHV�FDQ�EH�LPSURYHG�WR�LQFUHDVH�UHOHYDQFH�RI�WKH
SROLF\�GHYHORSPHQW�DUHD�

��� 7GSTI�SJ�XLI�IZEPYEXMSR

8LI�KPEWW�LEPJ�JYPP�SV�LEPJ�IQTX]
%RWK�9LHWQDP�DQG�6ZHGHQ�VKRXOG�WDNH�FUHGLW�IRU�WKH�IDFW�WKH�´ORYH�DIIDLUµ�VWLOO�H[LVWV�DV�D�UHODWLRQ�
VKLS�WKLUW\�\HDUV�ODWHU�²�D�IDFWRU�QRW�OHDVW�VWUHVVHG�E\�WKH�9LHWQDPHVH�VLGH��,W�PDWWHUV�WR�WKH�9LHW�
QDPHVH�WKDW�WKH�LQWHUYHQWLRQ�LQ�&DPERGLD��WKH�LQHIILFLHQF\�RI�WKH�SODQQHG�HFRQRP\��WKH�ERDW
UHIXJHHV�DQG�RWKHU�PDWWHUV�GLG�QRW�OHDG�WR�D�´GLYRUFHµ��7LPH�DQG�DFFXPXODWHG�WUXVW�KDYH�D�YDOXH�E\
LWVHOI��2QH�FDQ�PDNH�WKH�DQDORJ\�ZLWK�PDQ\�ROG�FRXSOHV��DV�WLPH�SDVV�WKH\�OHDUQ�WR�OLYH�WRJHWKHU�DQG
WR�OLYH�EHWWHU�

+DYLQJ�VDLG�WKLV��LW�PXVW�DOVR�EH�QRWHG�WKDW�D�QHZ�JHQHUDWLRQ�LV�JURZLQJ�XS�ZLWK�OLWWOH�DIILOLDWLRQ�WR
WKLV�KLVWRU\��EXW�DW�WKH�VDPH�WLPH�EHLQJ�IDU�PRUH�RSHQ�WR�RXWVLGH�LQIOXHQFH��9LHWQDP�LV�LQ�D�WUDQVL�
WLRQ�ZKHUH�D�FRQVWDQW�VWUXJJOH�EHWZHHQ�WKH�ROG�DQG�WKH�QHZ�WDNHV�SODFH�DW�GLIIHUHQW�OHYHOV�RI�VRFLHW\�
7KH�VDPH�LV�DOVR�WUXH�RI�WKH�EDVLF�YDOXHV�RI�KHDOWK�SROLF\��DQG�WKH�UROH�WKH�0LQLVWU\�RI�+HDOWK��,W�LV
SUXGHQW�WR�DVN�LQ�WKLV�FRQWH[W�ZKHWKHU�96+&�LV�D�FDVH�RI�D�JHQXLQH�GHYHORSPHQW�¶SDUWQHUVKLS·�²�DV
WKH�GHYHORSPHQW�VSHDN�RI�WRGD\�SURIHVVHV��HQDEOLQJ�0R+�WR�UHIRUP�DQG�ILQG�LWV�SURSHU�DQG�PRVW
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HIIHFWLYH�UROH��RU�PHUHO\�D�IUDPHZRUN�IRU�DFFRPPRGDWLQJ�WKH�QHHG�RI�WKH�YDULRXV�XQLWV�RI�0R+�DQG
WKHLU�VWDII�WR�VHFXUH�UHVRXUFHV�IRU�WKHLU�PHUH�VXUYLYDO�VWUDWHJLHV�

:H�DUH�QRW�SRVLQJ�WKLV�UKHWRULFDO�TXHVWLRQ�EHOLHYLQJ�WKDW�D�GHILQLWH�DQVZHU�FDQ�EH�JLYHQ��,W�LV�PHDQW
WR�LOOXVWUDWH�WKH�SRLQW�WKDW�96+&�RSHUDWHV�LQ�DQ�LQVWLWXWLRQDO�HQYLURQPHQW�DQG�LQ�D�VRFLHW\�WKDW
XQGHUJRHV�UDSLG�WUDQVIRUPDWLRQ��ZKHUH�VHYHUDO�IRUFHV�DQG�FRXQWHU�IRUFHV��RSHQ�DQG�KLGGHQ�DJHQGDV
DUH�SUHVHQW�DW�WKH�VDPH�WLPH�

:KDW�PD\�DSSHDU�DW�RQH�SRLQW�DV�D�IXWLOH�LQYHVWPHQW�LQ�WUDLQLQJ�RI�LQGLYLGXDOV��FDWHULQJ�PRUH�WR
SHRSOH·V�SHUVRQDO�DPELWLRQV�WKDQ�WR�EXLOGLQJ�LQVWLWXWLRQDO�FDSDFLW\��PD\�VXGGHQO\�EHFRPH�D�YDOXHG
DVVHW�XQGHU�GLIIHUHQW�FLUFXPVWDQFHV��:KDW�PD\�DSSHDU�DV�D�FDUHIXOO\�ZRUNHG�RXW�SROLF\�RQ�SDSHU�
PD\�EHFRPH�WRRWKOHVV�ZKHQ�PHHWLQJ�LQVWLWXWLRQDO�UHDOLWLHV�DW�WKH�OHYHO�RI�LPSOHPHQWDWLRQ��$V�RQH
9LHWQDPHVH�REVHUYHU�SXW�LW��´$OO�ZKDW�96+&�LV�GHYHORSLQJ�RI�LGHDV�DQG�SROLFHV�UHVW�RQ�RQH�IXQGD�
PHQWDO�DVVXPSWLRQ��WKDW�LW�LV�LQ�WKH�LQWHUHVW�RI�WKH�SHRSOH�LQ�WKH�V\VWHP�WR�IROORZ�WKHP�µ�9LHWQDP�LV
QRW�WKH�RQO\�FRXQWU\�SKDVLQJ�SUREOHPV�LQ�OLQNLQJ�WKH�UDWLRQDOLW\�LQIOXHQFLQJ�WKH�SODQQLQJ�SURFHVV��WR
WKH�RIWHQ�YHU\�GLIIHUHQW�UDWLRQDOLW\�RI�GD\�WR�GD\�OLIH�RI�SXEOLF�LQVWLWXWLRQV�

:H�KDYH�WR�DFNQRZOHGJH�WKDW�SDUWLFLSDWLQJ�LQ�UHIRUP�SURFHVVHV�DQG�LQVWLWXWLRQ�GHYHORSPHQW��OLNH
96+&�GRHV��LV�SURQH�WR�EH�ULVN\��1R�PHDVXUH�RI�ORJLFDO�SODQQLQJ�FDQ�JXDUDQWHH�LPSDFW��:LWK�LWV
DPELWLRXV�REMHFWLYHV�RI�FKDQJH�PDNLQJ��96+&�LV�WRGD\�D�GLIIHUHQW�EDOOJDPH�DOWRJHWKHU�FRPSDUHG
WR�ZKHQ�LW�VWDUWHG�LQ�KRVSLWDO�FRQVWUXFWLRQ����\HDUV�DJR��:KLOH�SURJUHVV�LQ�FRQVWUXFWLRQ�LV�HDV\�WR
YHULI\��HYDOXDWLRQ�RI�SURJUHVV�DQG�LPSDFW�LV�LQKHUHQWO\�IDU�PRUH�GLIILFXOW�ZLWK�UHVSHFW�WR�96+&
WRGD\��7KHUH�LV�JHQHUDOO\�D�ODFN�RI�JRRG�YHULILDEOH�LQGLFDWRUV��,Q�WKH�ILQDO�DQDO\VLV��PXFK�GHSHQGV�RQ
ZKHWKHU�RQH�LV�LQFOLQHG�WR�ORRN�DW�WKH�SURJUDPPH�IURP�WKH�SHUVSHFWLYH�RI�´WKH�JODVV�EHLQJ�KDOI�IXOO�
RU�KDOI�HPSW\µ�

7KHUH�LV�HYLGHQFH�WR�VXJJHVW�WKDW�LQ�9LHWQDP�WKH�JODVV�LV�KDOI�IXOO��DQG�WKH�DXWKRUV�RI�WKLV�VWXG\
DFNQRZOHGJH�WKDW�WKH�OHVVRQV�VXPPDULVHG�EHORZ�UHIOHFW�WKLV�VSLULW�RI�RSWLPLVP�

%�JSVQEXMZI�IZEPYEXMSR
7KLV�VWXG\�KDV�EHHQ�GHVLJQHG�WR�EH�RI�XVH�LQ�IRUZDUG�SODQQLQJ�RI�D�SRVVLEOH�H[WHQVLRQ�RI�WKH�&RRS�
HUDWLRQ��EH\RQG�PLG�������7KXV��LW�PDNHV�WKH�VWXG\�D�IRUPDWLYH�HYDOXDWLRQ��DV�GLVWLQFW�IURP�D�VXP�
PDWLYH�HYDOXDWLRQ��7KH�ODWWHU�PHDQV�D�W\SH�RI�HYDOXDWLRQ�XVLQJ�VWDQGDUG�VRFLDO�VFLHQFH�PHWKRGV��DQG
WKH�FROOHFWLRQ�RI�LQGHSHQGHQW�GDWD��WR�DQDO\VH�WKH�H[WHQW�WR�ZKLFK�D�SURMHFW�PHW�LWV�REMHFWLYHV
�HIIHFWLYHQHVV��ZLWKLQ�DFFHSWDEOH�FRVWV��HIILFLHQF\���6XPPDWLYH�HYDOXDWLRQV�DUH�PRVWO\�GRQH�DIWHU
FRPSOHWLRQ�RI�WKH�SURMHFW��WR�PHHW�WKH�UHTXLUHPHQWV�RI�WKH�IXQGLQJ�DJHQF\�DQG�LWV�DFFRXQWDELOLW\
YLV�j�YLV�SROLWLFDO�GHFLVLRQ�PDNHUV�

2XU�GDWD�DUH�QRW�LQGHSHQGHQW�²�WKH\�GHULYH�IURP�LQWHUYLHZV�PDLQO\�RI�SHRSOH�ZRUNLQJ�ZLWK�96+&�
DQG�IURP�UHSRUWV�SURGXFHG�E\�WKH�SURJUDPPH��:H�KDYH�DGRSWHG�D�´OHVVRQV�OHDUQHGµ�DSSURDFK�
DOORZLQJ�WKH�´YRLFHVµ�RI�WKH�SURJUDPPH�WR�LQIOXHQFH�RXU�ILQGLQJV��7KH\�UHSUHVHQW�OHVVRQV�WKDW�ZH
KDYH�WULHG�WR�V\VWHPDWLVH�DQG�JHQHUDOLVH�DV�LQSXWV�WR�GLVFXVVLRQV�RQ�IXWXUH�VWUDWHJLHV�DQG�SULRULWLHV
IRU�WKH�&RRSHUDWLRQ�²�KHQFH��D�IRUPDWLYH�HYDOXDWLRQ�

*SGYW�SR�TVSGIWW�ERH�SYXTYXW
:H�KDYH�DGRSWHG�D�IHZ�VLPSOH�DQDO\WLFDO�IUDPHZRUNV�WR�DVVLVW�WKH�ZD\�ZH�KDYH�WKRXJKW�DERXW
96+&�DV�FKDQJH�PDNLQJ�SURFHVV��,W�IROORZV�WKH�VFKHPH�RI�D�SURMHFW�PRGHO��DV�SUHVHQWHG�LQ�WKH
ILJXUH�EHORZ�
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96+&�DV�D�SURJUDPPH�RI�LQYHVWPHQWV�LV�FKDUDFWHULVHG�E\�

• $�QXPEHU�RI�LQSXWV�²�ILQDQFLDO�UHVRXUFHV��SURIHVVLRQDO�VWDII�DQG�WKHLU�VNLOOV�DQG�LGHDV��HTXLSPHQW
LQ�NLQG��DQG�DGPLQLVWUDWLYH�DQG�PDQDJHPHQW�VXSSRUW�

• $�FHUWDLQ�SURFHVV�RI�LPSOHPHQWDWLRQ�²�LQYROYLQJ�SODQV��VWUDWHJLHV��ZRUNLQJ�SURFHGXUHV��DQG
LQVWLWXWLRQDO�DUUDQJHPHQWV�

• $�VHW�RI�SODQQHG��DQG�VXEVHTXHQWO\�DFKLHYHG��RXWSXWV��7KHVH�DUH�UHVXOWV�WKDW�FDQ�EH�GLUHFWO\
DWWULEXWHG�WR�WKH�LQYHVWPHQW��VXFK�DV�SK\VLFDO�LQIUDVWUXFWXUH�SXW�LQ�SODFH��WUDLQLQJ�DFFRPSOLVKHG�
RUJDQLVDWLRQDO�VWUXFWXUHV�HVWDEOLVKHG��DQG�SROLFLHV�IRUPXODWHG�

• 9DULRXV�LPSDFWV�²�RI�D�VRFLDO��SROLWLFDO��HFRQRPLF�RU�DWWLWXGLQDO�QDWXUH��WKDW�WR�D�VXEVWDQWLDO
GHJUHH�KDYH�EHHQ�LQIOXHQFHG�E\�WKH�RXWSXWV�RI�WKH�LQYHVWPHQW��7KH�WHUP�¶LPSDFW·�SUHVXPHV
FDXVDOLW\�EHWZHHQ�RXWSXWV�RI�DQ�LQYHVWPHQW�DQG�SDWWHUQV�RI�REVHUYDEOH�VRFLHWDO�FKDQJH��7KLV�PD\
UHODWH�WR�LPSDFWV�RQ�WKH�KHDOWK�V\VWHP��RU�E\�D�ORQJHU�FKDLQ�RI�FDXVDOLW\��SHRSOHV·�KHDOWK�VWDWXV�

7KH�IRFXV�RI�WKLV�VWXG\�LV�RQ�SURFHVV�DQG�RXWSXW��,W�KDV�QRW�EHHQ�SRVVLEOH�ZLWKLQ�WKH�WLPH�DQG�UHVRXUFHV
DYDLODEOH�WR�PDNH�D�UHOLDEOH�DVVHVVPHQW�RI�LPSDFWV�

'VMXIVME�SJ�WYGGIWW
0LQLVWU\�RI�+HDOWK�LV�D�FRPSOH[�SXEOLF�RUJDQLVDWLRQ�VHUYLQJ�PDQ\�FOLHQWV��,WV�RYHUDOO�PLVVLRQ�LV�WR
HQVXUH�WKDW�DOO�9LHWQDPHVH�KDYH�DFFHVV�WR�DIIRUGDEOH�KHDOWK�FDUH�VHUYLFHV�UHOHYDQW�WR�WKHLU�KHDOWK
SUREOHPV��7R�DFFRPSOLVK�WKLV��LW�KDV�VR�IDU�PDLQO\�VHHQ�LWVHOI�DV�D�VHUYLFH�SURYLGHU��EXW�LQFUHDVLQJO\
LWV�UROH�DV�SROLF\�PDNHU�KDV�EHHQ�HQKDQFHG��$V�VWDWHG�DERYH��96+&�WKHUHIRUH�JUDGXDOO\�FDPH�WR
IRFXV�PRUH�DQG�PRUH�RQ�ZKDW�LV�JHQHUDOO\�WHUPHG�¶FDSDFLW\�EXLOGLQJ·�LQ�96+&�GRFXPHQWV�

7KLV�UHIHUV�WR�WKH�SURFHVV�RI�9+6&��FI��WKH�PRGHO�DERYH���DQG�WKH�ILUVW�LPSRUWDQW�FULWHULRQ�RI�VXFFHVV
LV�WKH�H[WHQW�WR�ZKLFK�WKH�LQSXWV�IURP�96+&�KDYH�FRQWULEXWHG�WR�D�SURFHVV�RI�LQVWLWXWLRQDO�GHYHO�

Chr. Michelsen Ins titute

The project model of analysis

0R+

OUTPUTINPUT

PROCESS

+HDOWK�V\VWHP

"
96+&96+&

+HDOWK
FRQGLWLRQV

IMPACT

"96+&
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RSPHQW�FKDUDFWHULVHG�E\�LPSURYHPHQW�LQ�WKH�DELOLW\�WR�FKDQJH��DQG�WKH�EXLOGLQJ�RI�D�FXOWXUH�RI
OHDUQLQJ�

+DV�0R+�LPSURYHG�LWV�DELOLW\�WR�FKDQJH�LQ�UHVSRQVH�WR�FOLHQWV�QHHGV�DQG�FKDQJHV�LQ�LWV�RSHUDWLQJ
HQYLURQPHQW"

,I�ZH�ORRN�DW�WKH�RXWSXWV�IURP�0LQLVWU\�RI�+HDOWK�WKURXJK�96+&��ZH�VHH�D�DQ�LQFUHDVLQJ�IRFXV�RQ
LQWHOOHFWXDO�ZRUN��VXFK�DV�QHZ�NQRZOHGJH��LGHDV��SURFHGXUHV�DQG�JXLGHOLQHV��DQG�PRVW�LPSRUWDQWO\
QHZ�SROLFLHV�IRU�SROLWLFDO�FRQVLGHUDWLRQ��7KH�VHFRQG�LPSRUWDQW�FULWHULRQ�RI�VXFFHVV�LV�WKH�UHOHYDQFH�RI
WKLV�ZRUN��$UH�WKH�NLQG�RI�RXWSXWV�SURGXFHG�E\�0R+�WKURXJK�96+&��FRQVLGHULQJ�TXDOLW\�DQG
TXDQWLW\��SDUWLFXODUO\�UHOHYDQW�WR�WKH�KHDOWK�VLWXDWLRQ�RI�9LHWQDP"

7KLV�DQDO\WLFDO�VFKHPH�FDQ�EH�VXPPDULVHG�DV�IROORZV�

,S[�XS�IZEPYEXI�MRWXMXYXMSREP�HIZIPSTQIRX
,W�KDV�QRW�EHHQ�SRVVLEOH�LQ�WKLV�VWXG\�WR�PDNH�D�FRPSUHKHQVLYH�DQDO\VLV�RI�RUJDQLVDWLRQDO�FKDQJH
ZLWKLQ�0LQLVWU\�RI�+HDOWK��$OWKRXJK�LQVWLWXWLRQDO�GHYHORSPHQW�DQG�FKDQJH�ZDV�DQ�RIILFLDO�DLP�RI
WKH�&RRSHUDWLRQ�VLQFH�������LW�ZDV�RQO\�JUDGXDOO\�WKDW�0R+�DFWLYHO\�VRXJKW�WR�LPSURYH�LWV�FDSDFLW\
IRU�FKDQJH��XVLQJ�96+&��,Q�SDUDOOHO��6LGD�RQ�LWV�SDUW�KDV�EHHQ�VWUXJJOLQJ�WR�ILQG�LWV�DSSURSULDWH�UROH
DV�D�SDUWQHU�LQ�WKLV�SURFHVV��ZKLFK�KDG�WR�EH�D�UROH�UDGLFDOO\�GLIIHUHQW�IURP�ZKDW�KDG�EHHQ�WKH�FDVH
LQ�WKH�SUHYLRXV����\HDUV��7KHVH�SURFHVVHV�DUH�FRQWLQXRXV��DQG�LW�LV�SUHPDWXUH�WR�GUDZ�DQ\�ILQDO
FRQFOXVLRQV�DERXW�WKH�VXVWDLQDEOH�LPSDFW�RI�96+&��QRW�OHVW�EHFDXVH�RI�WKH�UDSLG�SURFHVV�RI�WUDQV�
IRUPDWLRQ�LQ�9LHWQDP��1HYHUWKHOHVV��D�QXPEHU�RI�LQWHUHVWLQJ�REVHUYDWLRQV�RQ�LQVWLWXWLRQDO�GHYHORS�
PHQW�DUH�EHLQJ�PDGH�ZKHQ�ZH�ORRN�DW�WKH�GLIIHUHQW�SDUWV��L�H��$UHDV��RI�96+&�LQ�PRUH�GHWDLO
�&KDSWHUV���WR����

,QVWLWXWLRQDO�GHYHORSPHQW�FDQ�EH�GHVFULEHG�DV�SURFHVV�ZKHUHE\�DQ�RUJDQLVDWLRQ�JUDGXDOO\�LPSURYHV
ERWK�LWV�DELOLW\�WR�GHOLYHU�H[SHFWHG�RXWSXWV��DQG�WR�FDUU\�RXW�FKDQJHV�RQ�LWV�RZQ�PDNLQJ�LW�PRUH�UHVSRQVLYH

Chr. Michelsen Institute

Two perspectives

PR O C E SS

• D id V SH C  contribute
to capacity  building?

• H as M oH  developed
institutionally?

⇒ C riteria of
institutional
development

O U T PU T

• W hat results of V SH C
on policy?

• A re the new policies
relevant - likely  to
impact?

⇒ C riteria of relevance
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WR�LWV�FOLHQWV�DQG�WR�FKDQJHV�LQ�LWV�RSHUDWLQJ�HQYLURQPHQW���'HYHORSPHQW�DVVLVWDQFH��VXFK�DV�96+&�
HVVHQWLDOO\�KDV�WZR�ZD\V�RI�VXSSRUWLQJ�HIIRUWV�LQ�WKHVH�GLUHFWLRQV��QDPHO\�PRQH\�DQG�LGHDV��,Q�WKH�FDVH
RI�96+&�6LGD�SURYLGHG�ERWK�LQ�YDULRXV�IRUPV��DQG�ZH�VKDOO�ORRN�DW�WKH�H[SHULHQFHV�ZLWK�VRPH�RI
WKHVH�IRUPV�

0RQH\�KDV�EHHQ�SURYLGHG�IRU
− WUDLQLQJ�RI�LQGLYLGXDOV��LQ�FRXQWU\�DQG�DEURDG�
− WHDFKLQJ�PDWHULDOV�DQG�RWKHU�SXEOLFDWLRQV�
− DQDO\WLFDO�ZRUN�
− UHFUXLWPHQW�RI�DGGLWLRQDO�VWDII�
− UHFXUUHQW�H[SHQGLWXUHV��WUDQVSRUW�DQG�WUDYHO��RIILFH�HTXLSPHQW��DQG�WHFKQLFDO�HTXLSPHQW�

DQG
− FKDQJLQJ�WKH�LQFHQWLYH�VWUXFWXUH�

:LWKLQ�WKH�IUDPHZRUN�RI�9+6&�0LQLVWU\�RI�+HDOWK�KDV�EHHQ�SURYLGHG�ZLWK�QHZ�LGHDV�
− EDVHG�RQ�WKH�WHFKQLFDO�SURIHVVLRQDO�DGYLVH�RI�LQGLYLGXDO�FRQVXOWDQWV�
− IURP�WKH�PDQDJHULDO�VXSSRUW�SURYLGHG�E\�WKH�FRQVXOWDQW��,Q'HYHORS��
− GHULYLQJ�IURP�UHTXLUHPHQWV�LPSRVHG�E\�6LGD��DQG
− LQ�WKH�IRUP�RI�PRGHOV�RQ�DOWHUQDWLYH�IRUPV�RI�RUJDQLVDWLRQ�

,Q�WKH�VXEVHTXHQW�FKDSWHUV�ZH�VKDOO�VHH�D�SLFWXUH�RI�JUHDW�YDULDWLRQ��ERWK�LQ�WHUPV�RI�WKH�VWDJH�DW
ZKLFK�YDULRXV�SDUWV�RI�0R+�FDQ�EH�FRQVLGHUHG�WR�EH��DQG�WKH�LPSDFWV�96+&�KDV�KDG�RQ�WKH
LQVWLWXWLRQDO�GHYHORSPHQW�SURFHVV�

,S[�XS�IZEPYEXI�VIPIZERGI
7KH�WHUP�¶UHOHYDQFH·�LV�XVHG�WR�LQGLFDWH�WKH�H[WHQW�WR�ZKLFK�WKH�LQYHVWPHQW�FRPSOHPHQWV��UHLQIRUFHV
DQG�LV�FR�RUGLQDWHG�ZLWK�RWKHU�LQLWLDWLYHV�DQG�LQYHVWPHQWV�GULYLQJ�DW�WKH�VDPH�REMHFWLYHV��$QG
PRUHRYHU��WKDW�WKH�WKUXVW�RI�DFWLYLWLHV�UHIOHFWV�FRUH�SROLWLFDO�SULRULWLHV��DQG�DW�WKH�VDPH�WLPH�RXU�EHVW
NQRZOHGJH�DERXW�WKH�PRVW�HIIHFWLYH�ZD\V�RI�DGGUHVVLQJ�WKH�SULRULWLHV�VHW�E\�WKH�SURJUDPPH�

+HQFH��WKH�UHOHYDQFH�RI�WKH�SROLF\�ZRUN�RI�96+&�FDQ�EH�DVVHVVHG�E\�FRPSDULQJ�ZLWK�

− WKH�SUREOHPV�DQG�FKDOOHQJHV�LGHQWLILHG�LQ�UHFHQW�DQDO\VHV�RI�9LHWQDP·V�KHDOWK�VHFWRU�DQG
WKH�KHDOWK�FRQGLWLRQ�RI�WKH�PDLQ�WDUJHWV�JURXSV�RI�WKH�6ZHGLVK�VXSSRUW�

− LQWHUQDWLRQDO�WUHQGV�WKDW�PLJKW�LQIOXHQFH�WKLV�VLWXDWLRQ�
− REMHFWLYHV�DQG�SULRULWLHV�9LHWQDP·V�KHDOWK�SROLF\�
− 6LGD·V�JXLGHOLQHV�RQ�KHDOWK�VHFWRU�VXSSRUW��DQG
− RWKHU�GRQRUV·�SROLFLHV�DQG�SURJUDPPHV�

3YXPMRI�SJ�VITSVX
&KDSWHU���JLYHV�D�EURDG�RYHUYLHZ�RI�WKH�&RRSHUDWLRQ�DQG�WKH�PDLQ�IHDWXUHV�RI�WKH������WR�����
SHULRG�

&KDSWHUV���WR���GHDO�ZLWK�WKH�IRXU�RQJRLQJ�DQG�PRVW�LPSRUWDQW�DUHDV�RI�WKH�FRRSHUDWLRQ��&KDSWHU��
LV�D�VKRUWHU�SUHVHQWDWLRQ�RI�WKUHH�DUHDV�WKDW�ZHUH�WHUPLQDWHG�LQ�WKH�FRXUVH�RI�WKH�96+&�,�DJUHH�

�����������������������������������������������������

��$QGHUVVRQ��*��DQG�3��:LQDL��'LDJQRVLV�RI�2UJDQLVDWLRQV�LQ�'HYHORSPHQW�&RRSHUDWLRQ��UHSRUW�WR�6LGD��6WRFNKROP�������
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PHQW�SHULRG��7KH�SUHVHQWDWLRQ�LV�RUJDQLVHG�DORQJ�WKH�WZR�PDLQ�GLPHQVLRQV�LGHQWLILHG�DERYH�
QDPHO\�OHVVRQV�RQ�LQVWLWXWLRQDO�GHYHORSPHQW�DQG�OHVVRQV�RQ�UHOHYDQFH�

&KDSWHU���VXPPDULVHV�VRPH�EURDG�OHVVRQV�RQ�DLG�HIIHFWLYHQHVV�
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�� :7,'�����r�����EX�E�KPERGI

´3UHSDULQJ�D�SODQ�XVXDOO\�LQYROYHG�SHRSOH�VXJJHVWLQJ�ZKDW�WKH\�QHHGHG�PRVW��$W�WKH�HQG�
KDYLQJ�SLFWXUHG�WKLV�RQ�WKH�ZKLWH�ERDUG�ZLWK�FLUFOHV�DQG�DUURZV��ZH�IRXQG�WKDW�RXU
SULRULWLHV�ORRNHG�OLNH�D�EUHDGIUXLW�µ��,Q�9LHWQDPHVH��E\�ZD\�RI�ZRUGSOD\��D�EUHDGIUXLW
LV�WDNHQ�WR�PHDQ�VRPHWKLQJ�VWXSLG����$�MRNH�WROG�E\�DQ�RIILFHU�RI�0LQLVWU\�RI
3ODQQLQJ�DQG�,QYHVWPHQW�

��� %�[LSPI�PSX�SJ�RI[�GSRGITXW

7KH�UXQ�XS�WR�WKH������DJUHHPHQW�ZDV�D�GLIILFXOW�SHULRG�IRU�ERWK�SDUWLHV��$W�WKH�KLJKHU�OHYHO�D
FRQVHQVXV�KDG�HPHUJHG�WKDW�6ZHGLVK�VXSSRUW�QHHGHG�WR�LQFOXGH�DOVR�KHDOWK�SROLF\�ZRUN�DQG�WR
UHLQIRUFH�WKH�FDSDFLW\�EXLOGLQJ�ZRUN�DOUHDG\�JRLQJ�RQ��%XW�WR�JHW�WKLV�VRPHZKDW�DEVWUDFW�DPELWLRQ
WUDQVODWHG�LQWR�FRQFUHWH�DQG�UHDOLVWLF�SODQV�WXUQHG�RXW�WR�EH�PRUH�GLIILFXOW�WKDQ�DQWLFLSDWHG��,W�ZDV
QRW�PDGH�HDVLHU�E\�D�QXPEHU�RI�DVVRFLDWHG�UHTXLUHPHQWV�SXW�RQ�WKH�WDEOH�E\�6LGD�

6LGD�ZDQWHG�WR�VHH�D�GLVWLQFW�PRYH�DZD\�IURP�WKH�SURMHFW�DSSURDFK�RI�WKH�SDVW�WR�D�PRUH�LQWHJUDWHG
SURJUDPPH��ERWK�LQ�WKH�ZD\�LW�ZRXOG�IXQFWLRQ�DV�DQ�LQWHJUDO�SDUW�RI�WKH�0LQLVWU\·V�UHJXODU�ZRUN�
DQG�WKH�ZD\�GLIIHUHQW�FRPSRQHQWV�ZRXOG�UHLQIRUFH�DQG�VXSSRUW�HDFK�RWKHU��7KH�FRQFHSW�RI�´DUHDVµ
ZDV�LQWURGXFHG�WR�IDFLOLWDWH�WKLV�FKDQJH�

7KHUH�DUH�GLIIHUHQW�UHFROOHFWLRQV�DV�WR�WKH�RULJLQ�RI�WKLV�FRQFHSW��'LG�WKH�9LHWQDPHVH�RU�WKH�6ZHGLVK
VLGH�VXJJHVW�LW"�,Q�DQ\�HYHQW��LW�IXQFWLRQHG�DV�D�FRPSURPLVH�EHWZHHQ�6LGD·V�FRQFHUQ�IRU�EHWWHU
LQWHJUDWLRQ�RI�WKH�DLG��DQG�9LHWQDP·V�GHFLVLRQ�WR�FRQWLQXH�VHSDUDWH�PDQDJHPHQW�RI�DLG��+HQFH�
´DUHDVµ�ZLWKLQ�96+&�DUH�PRUH�WKDQ�VLPSO\�DUHDV�RI�LQYHVWPHQW�ZLWKLQ�D�EURDGHU�UDQJH�RI�DFWLYLWLHV
RI�D�GHSDUWPHQW��$Q�´DUHDµ�LV�GH�IDFWR�D�SURMHFW�RUJDQLVDWLRQ�ZLWK�LWV�RZQ�WHPSRUDU\�PDQDJHPHQW
VHW�XS��LQFOXGLQJ�+HDG�RI�$UHD�DQG�D�WHDP�RI�LPSOHPHQWHUV��7KH�IDFW�WKDW�DUHDV�DUH�IXQFWLRQDOO\
OLQNHG�WR�'HSDUWPHQWV�ZLWKLQ�0R+��DQG�WKH�+HDG�LQ�PRVW�FDVHV�LV�DOVR�WKH�KHDG�RI�WKH�GHSDUWPHQW�
ZDV�DQ�LPSRUWDQW�VWHS�WRZDUGV�EHWWHU�LQWHJUDWLRQ�RI�WKH�6ZHGLVK�DLG�WR�0R+�

6LGD�DOVR�ZDQWHG�0R+�WR�WDNH�D�PRUH�GLUHFW�UHVSRQVLELOLW\�IRU�WKH�SODQQLQJ�SURFHVV��DQG�WKH�ILUVW
WHVW�RQ�0R+·V�RZQHUVKLS�ZDV�WKH�GUDIWLQJ�RI�WKH�SODQQLQJ�GRFXPHQWV�IRU�WKH�QHZ�DUHDV��7KH�DLPV
ZHUH�DOVR�WR�FKDQJH�WKH�UROH�RI�FRQVXOWDQWV��WR�EHFRPH�PRUH�DGYLVRU\��DV�ZHOO�DV�WR�UHGXFH�WKH�RYHUDOO
OHYHO�RI�WHFKQLFDO�DVVLVWDQFH��,Q�SHULRGV�GXULQJ�WKH�����V�WKHUH�KDG�EHHQ�PRUH�WKDQ����ORQJ�WHUP
FRQVXOWDQWV��1RZ�6LGD�DLPHG�IRU�RQO\�RQH�RU�WZR��,W�WXUQHG�RXW�WKDW�0R+�ZDV�QRW�FDSDEOH�RI
SUHVHQWLQJ�SODQV�RI�WKH�VWDQGDUG�ZDQWHG�E\�6LGD��DQG�WR�SUHYHQW�IXUWKHU�GHOD\V�FRQVXOWDQWV�ZHUH
EURXJKW�LQ�WR�DVVLVW�WKH�SURFHVV��7KLV�UHVXOWHG�LQ�D�SURFHVV�ZKHUH�RQO\�D�VPDOO�QXPEHU�RI�0R+�VWDII
ZDV�LQYROYHG�LQ�WKH�GUDIWLQJ�

)LQDOO\��WKH�SODQQLQJ�FRLQFLGHG�ZLWK�WKH�DGRSWLRQ�E\�6LGD�RI�ORJLFDO�IUDPHZRUN�DQDO\VLV��5HVXOW�2UL�
HQWHG�3URMHFW�3ODQQLQJ��DV�D�VWDQGDUG�UHTXLUHPHQW��DQG�6LGD�ZDQWHG�WKH�QHZ�96+&�SODQQLQJ
GRFXPHQW�WR�UHIOHFW�WKLV�IRUPDW��6WUDQJHO\��WKLV�UHTXLUHPHQW�ZDV�LQWURGXFHG�DW�WKH�WLPH�ZKHQ�6LGD
DOUHDG\�KDG�DQQRXQFHG�WKH�WRWDO�DPRXQW�LW�ZDV�SUHSDUHG�WR�VSHQG�²�����PLOOLRQ�6(.��1RW�VXUSULV�
LQJO\��WKHUHIRUH��SODQV�ZHUH�FUDWHG�LQ�UHVSRQVH�WR�WKLV�OHYHO�RI�VSHQGLQJ��UDWKHU�WKDQ�UHDOLVWLF�DVVHVV�
PHQWV�RI�QHHGV�DQG�FDSDFLW\�

,Q�UHWURVSHFW��ZH�VHH�WKDW�WKH������SODQQLQJ�GRFXPHQWV�PDLQO\�VHUYHG�DV�D�PHDQV�WR�IRUPDOO\�JHW
WKH�QHZ�SKDVH�VWDUWHG��7KH\�SURYLGHG�OLPLWHG�JXLGDQFH�RQ�SUDFWLFDO�VWUDWHJLHV�IRU�KRZ�WR�GHYHORS
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WKH�DUHDV��2Q�SDSHU�ZH�VHH�D�FRPSOH[�DQG�ORRVHO\�GHILQHG�SURJUDPPH�IRU�DGGUHVVLQJ�D�VHW�RI�YHU\
DPELWLRXV�REMHFWLYHV�

• &RQWULEXWLQJ�WR�DQ�LPSURYHPHQW�LQ�WKH�KHDOWK�VWDWXV�RI�WKH�SHRSOH�RI�9LHWQDP��HVSHFLDOO\�LQ�GLVDG�
YDQWDJHG�DUHDV�

• ,QFUHDVLQJ�WKH�HIILFLHQF\�DQG�HIIHFWLYHQHVV�RI�WKH�0LQLVWU\�RI�+HDOWK�LQ�SURYLGLQJ�KHDOWK�VHUYLFHV�
• &RQWULEXWLQJ�WR�D�UHGXFWLRQ�RI�LQHTXLW\�ZLWK�UHJDUG�WR�JHQGHU��JHRJUDSKLFDO�ORFDWLRQ�DQG�HWKQLF

RULJLQ�LQ�WKH�SURYLVLRQ�RI�KHDOWK�FDUH�
• ,QFUHDVLQJ�WKH�FDSDFLW\�RI�WKH�0LQLVWU\�RI�+HDOWK�WR�DGGUHVV�WKH�LVVXH�RI�ILQDQFLQJ�KHDOWK�FDUH�DQG

WR�PDLQWDLQ�WKH�SURYLVLRQ�RI�VHUYLFHV�

)URP�GD\�RQH�RI�WKH������DJUHHPHQW�VWDUWHG�D�JUDGXDO�SURFHVV�RI�ILQGLQJ�DQG�UHGHILQLQJ�DS�
SURDFKHV��DQG��SUREDEO\�WKH�PRVW�GLIILFXOW�SDUW�IRU�ERWK�0R+�DQG�6LGD��GHYHORSLQJ�D�QHZ�V\VWHP�RI
DLG�PDQDJHPHQW��7KH�EURDG�DUHDV�RI�VXSSRUW�KDG�EHHQ�GHILQHG��EXW�PDQ\�WKLQJV�ZHUH�WR�EH
FKDQJHG�LQ�WKH�SURFHVV�RI�VORZO\�EULQJLQJ�96+&�´XQGHU�WKH�VNLQµ�RI�0R+��,W�LV�WR�WKH�FUHGLW�RI
6LGD�DQG�*RYHUQPHQW�RI�9LHWQDP�WKDW�WKLV�SURFHVV�ZDV�JUHDWO\�IDFLOLWDWHG�E\�D�IOH[LEOH�SODQQLQJ
SURFHGXUH��EDVHG�RQ�DQQXDO�UHYLHZV�DQG�SODQV�RI�RSHUDWLRQ�

��� 0MXXPI�QSZIW�EGGSVHMRK�XS�TPERW

7KH������DJUHHPHQW�FRQWDLQHG�VXSSRUW�WR�HLJKW�GLIIHUHQW�DUHDV�SOXV�D�VXEVWDQWLDO�DOORFDWLRQ�IRU
SURJUDPPH�EDFN�XS�VHUYLFHV��D�&RRSHUDWLRQ�0DQDJHPHQW�2IILFH�ZLWKLQ�0R+��WKH�ZRUN�RI�WKH
6ZHGLVK�FRQVXOWDQW�²�,Q'HYHORS�²�LQ�+DQRL�DQG�8SSVDOD��DQG�6LGD�IROORZ�XS���,Q�DGGLWLRQ��WKH
SDUWLHV�DJUHHG�WR�DGG�D�QHZ�DUHD�GXULQJ�WKH�DJUHHPHQW�SHULRG��QDPHO\�$LG�0DQDJHPHQW�DQG
&RRUGLQDWLRQ��FI��RUJDQLVDWLRQDO�FKDUW�QH[W�SDJH�IRU�QDPH�DQG�GXUDWLRQ�RI�WKH�YDULRXV�DUHDV��

,I�ZH�ORRN�DW�WKH�WKUXVW�RI�WKH�DFWLYLWLHV�LQ�WKHVH�DUHDV�IURP�WKH�SHUVSHFWLYH�RI�WKH�WKUHH�EURDG
SXUSRVHV�RI�WKH�SURJUDPPH�²�LPSURYLQJ�VHUYLFH�GHOLYHU\��GHYHORS�RUJDQLVDWLRQDO�FDSDFLW\�DQG
SURGXFWLRQ�RI�QHZ�NQRZOHGJH�DQG�SROLFLHV��ZH�FDQ�PDNH�WKH�IROORZLQJ�JURXSV�ORRNLQJ�DW�WKH�WKUXVW
RI�WKH�DFWLYLWLHV�LPSOHPHQWHG��RU�LQWHQGHG���:H�VHH�WKDW�WKH�IRFXV�RQ�FDSDFLW\�EXLOGLQJ�DQG�SROLF\
ZRUN�LV�TXLWH�HYLGHQW�

Improvement of
service delivery

Capacity building Policy work

SDA HPA HPA
CHA SDA ADPC

ADPC PHC
TSSA MCH/FP
AMC CHA
CHA HI
PHC AMC
MCH/FP
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The structure and duration of VSHC areas from 1994 to 2000

+HDOWK�3ROLF\�$UHD
HPA

1994-2000
6 years - ongoing

&HQWUDO�+RVSLWDOV�$UHD
CHA

1994-1999
4 years 11 months

6XSSRUW�WR�'LVDGYDQWDJHG�$UHDV
SDA

1994-2000
6 years - ongoing

7UDLQLQJ�6\VWHPV�6XSSRUW�$UHD
TSSA

1994-1998
4 years 2 months

$UHD�RI�'UXJ�3ROLF\�DQG�&RQWURO
ADPC

1994-2000
6 years - ongoing

3ULPDU\�+HDOWK�&DUH�8QLW
PHC

1994-1997
3 years 2 months

$LG�0DQDJHPHQW�DQG�&RRUGLQDWLRQ
AMC

1998-2000
2 years 4 months - ongoing

0DWHUQDO�DQG�&KLOG�+HDOWK�)DPLO\�3ODQQLQJ
MCH/FP

1994-1996
2 years 2 months

+HDOWK�,QVXUDQFH
HI

Did not start

&RRSHUDWLRQ�0DQDJHPHQW
Cooperation Management Office - CMO

InDevelop: Uppsala + Hanoi (IPO)
Sida programming costs

9LHWQDP�6ZHGHQ�+HDOWK�&R�RSHUDWLRQ
VSHC

1994-2000
Duration as of October 2000
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'XULQJ�WKH�VXEVHTXHQW�ILYH�\HDUV�D�QXPEHU�RI�VLJQLILFDQW�FKDQJHV�RFFXUUHG�

• $V�PDQ\�DV�IRXU�RI�WKH�RULJLQDO�DUHDV�ZHUH�WHUPLQDWHG�SUHPDWXUHO\��RI�ZKLFK�RQH��L�H��+HDOWK
,QVXUDQFH��QHYHU�VWDUWHG��7KLV�ZDV�GXH�WR�D�FRPELQDWLRQ�RI�VHYHUDO�IDFWRUV��RI�GLIIHUHQW�ZHLJKW�LQ
WKH�UHVSHFWLYH�FDVHV��6RPH�LGHDV�KDG�SULPDULO\�EHHQ�SXVKHG�E\�6LGD�DQG�ODFNHG�RZQHUVKLS�LQ
0R+��DQG�HYHQ�FDXVHG�SROLWLFDO�RSSRVLWLRQ�OLNH�LQ�WKH�FDVH�RI�+HDOWK�,QVXUDQFH��7KH�UHRUJDQL�
VDWLRQ�RI�6LGD�LQ������OHG�WR�D�GHPDQG�IRU�D�IRFXV�RQ�IHZHU�DUHDV���,W�ZDV�GHFLGHG�WR�VDFULILFH
DUHDV�ZLWK�VORZ�SURJUHVV��H�J��0&+�)3���DUHDV�ZKHUH�WRR�PDQ\�GRQRUV�ZKHUH�FURZGLQJ�WKH
ILHOG��H�J��3+&���DQG�DUHDV�ZLWK�PDMRU�SUREOHPV�RI�PDQDJHPHQW�DQG�FRRSHUDWLRQ��H�J��766$��

• 2YHUDOO�GLVEXUVHPHQW�ZDV�PXFK�VORZHU�WKDQ�SODQQHG��EXW�ZLWK�VXEVWDQWLDO�YDULDWLRQ�DPRQJ�WKH�DUHDV�
7KHUH�ZHUH�WZR�UHPDUNDEOH�GHYLDWLRQV�IURP�WKH�LQLWLDO�SODQV��$'3&�WRRN�D�PXFK�ODUJHU�VKDUH
WKDQ�RULJLQDOO\�HQYLVDJHG��ZKLOH�6'$�DORQH�UHSUHVHQWHG�WKH�EXON�RI�WKH�VKRUWIDOO�LQ�RYHUDOO
VSHQGLQJ��7KHVH�FKDQJHV�FDQ�EHH�VHHQ�LQ�WKH�JUDSK�EHORZ��7KH�JHQHUDO�GHOD\V�LQ�VSHQGLQJ
PDGH�LW�SRVVLEOH�WR�H[WHQG�96+&�,�E\���PRQWKV�ZLWKRXW�DGGLWLRQDO�IXQGV�

• :H�VHH�D�VKLIW�IURP�OHVV�KDUGZDUH�WR�PRUH�VRIWZDUH��7KH�VHFRQG�DPRQJ�WKH�RULJLQDO�REMHFWLYHV�²
FDSDFLW\�EXLOGLQJ�²�JUDGXDOO\�EHFDPH�WKH�RQH�WKDW�LQIOXHQFHG�WKH�SODQQLQJ�SURFHVV�WKH�PRVW��,W
ZDV�VHHQ�DV�D�SUHFRQGLWLRQ�²�D�PRUH�LPPHGLDWH�REMHFWLYH�²�IRU�DGGUHVVLQJ�WKH�RWKHU�REMHFWLYHV�
7KH�LQLWLDO�SODQV�HQYLVDJHG�VXEVWDQWLDO�FRVWV�DVVRFLDWHG�ZLWK�FRQVWUXFWLRQ��HTXLSPHQW��PDWHULDOV
�H�J��GUXJV��DQG�ORJLVWLFV��ZKLFK�KDG�WR�EH�VFDOHG�GRZQ�GXH�WR�LPSOHPHQWDWLRQ�FRQVWUDLQWV��7KLV
ZDV�WKH�FDVH�LQ�SDUWLFXODU�ZLWK�6'$��DQG�H[SODLQV�PXFK�RI�WKH�GURS�LQ�VSHQGLQJ�LQ�WKLV�DUHD�
&+$�ZDV�DQ�H[FHSWLRQ�WR�WKH�JHQHUDO�WUHQG��VLQFH�WKH�LQLWLDO�SODQV�IRU�UH�HTXLSSLQJ�DQG�UHIXU�
ELVKLQJ�WKH�WZR�KRVSLWDOV�ZHUH�E\�DQG�ODUJH�DGKHUHG�WR�

�����������������������������������������������������

��:LWK�WKH�UHRUJDQLVDWLRQ�WKH�RIILFLDO�DFURQ\P�FKDQJHV�IURP�6,'$�WR�6LGD��)RU�FRQYHQLHQFH�ZH�DUH�XVLQJ�6LGD�WKURXJK�
RXW�WKH�UHSRUW�

Chr. Michelsen Ins titute

Use of funds: 1994–1999
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• 7KHUH�ZDV�JUDGXDOO\�D�PRUH�H[SOLFLW�DUWLFXODWLRQ�RI�96+&�DV�D�PRGHO�PDNLQJ�DQG�LGHD�
SURGXFLQJ�XQGHUWDNLQJ��7KH�SURIHVVLRQDO�GLDORJXH�IHHGLQJ�LQWR�WKH�DQQXDO�SODQQLQJ�SURFHVV�LP�
SURYHG�\HDU�E\�\HDU��DQG�NH\�VWDNHKROGHUV�LQ�WKH�0LQLVWU\�WRRN�RZQHUVKLS�LQ�WKLV�DVSHFW�RI�WKH�FRRS�
HUDWLRQ��HVSHFLDOO\�ZLWK�+3$�DQG�$'3&���3UHYLRXVO\�WKH�SODQQLQJ�ZDV�VHHQ�PDLQO\�DV�D�ZD\�WR
DOORFDWH�PRQH\�LQ�D�PDQQHU�WKDW�IROORZHG�HVWDEOLVKHG�UHJXODWLRQV�DQG�WKH�QHHG�WR�UHWDLQ�WKH�LQ�
WHUQDO�EDODQFH�RI�SRZHU�

• 9HU\�VRRQ�6LGD�VWDUWHG�UDLVLQJ�FRQFHUQ�RYHU�WKH�XQFRRUGLQDWHG�SODQQLQJ�DQG�LPSOHPHQWDWLRQ�RI�DLG
SURMHFWV��DQG�RIIHUHG�WR�ILQDQFH�LQLWLDWLYHV�WR�DGGUHVV�WKH�SUREOHP��7KHUH�ZDV�HQRXJK�´VDYLQJVµ
ZLWKLQ�96+&�WR�VWDUW�D�QHZ�DUHD�LQ�������ODEHOOHG�$LG�0DQDJHPHQW�DQG�&RRUGLQDWLRQ��ZLWK
WKH�PDLQ�DLP�WR�GHYHORS�WKH�QHZO\�FUHDWHG�3URMHFW�&RRUGLQDWLRQ�'HSDUWPHQW�

7KHVH�PDQ\�FKDQJHV�UHIOHFW�WKH�GXDOLW\�RI�D�SURJUDPPH�OLNH�96+&�²�WKH�\LQ�DQG�\DQJ��WKH�-DQXV�
IDFHG��2Q�WKH�RQH�KDQG��WKHVH�FKDQJHV�FDPH�DV�D�FRQVHTXHQFH�RI�WKH�PDQ\�GLIILFXOWLHV�FRQVWUDLQLQJ
SXEOLF�VHFWRU�UHIRUP�LQ�9LHWQDP��DQG�WKH�VHULRXV�SUREOHPV�WKDW�H[LVW�ZLWK�WKH�LQFHQWLYH�VWUXFWXUH
QHHGHG�WR�PRWLYDWH�VWDII��2QH�PD\�EH�LQFOLQHG�WR�FRQFOXGH�WKDW�96+&�ZLOO�QRW�EH�DEOH�WR�DFKLHYH
LWV�REMHFWLYHV��2Q�WKH�RWKHU�KDQG��KRZHYHU��WKHVH�FKDQJHV�DUH�DW�WKH�VDPH�D�SRVLWLYH�VLJQ�RI�OHDUQLQJ
E\�WULDO�DQG�HUURU�²�ZKLFK�LV�D�IXQGDPHQWDO�SUHUHTXLVLWH�IRU�VXFFHVVIXO�UHIRUP��,Q�WKLV�SHUVSHFWLYH�
RQH�PD\�FRQFOXGH�WKDW�96+&�LV�JUDGXDOO\�EHFRPLQJ�D�EHWWHU�GHVLJQHG�LQVWUXPHQW�IRU�WKH�0LQLVWU\
RI�+HDOWK�WR�WDFNOH�WKH�WXUPRLO�RI�WUDQVLWLRQ��,Q�WKH�IROORZLQJ�FKDSWHUV�ORRN�DW�WKH�PDLQ�RXWSXWV�LQ
PRUH�GHWDLO�

96+&�SURYHV�WKH�JHQHUDO�OHVVRQ�WKDW�VXFFHVVIXO�SXEOLF�VHFWRU�UHIRUPV�²�OLNH�WKDW�RI�9LHWQDP·V�KHDOWK
V\VWHP�²�FDQQRW�EH�LPSRVHG��KDYH�WR�UHIOHFW�ORFDO�UHDOLWLHV��DQG�WDNH�WLPH��7KH�MRE�KDV�MXVW�EHJXQ�



TACKLING TURMOIL OF TRANSITION – Sida EVALUATION 01/0324

�� ,IEPXL�4SPMG]

��� &EGOKVSYRH�ERH�GSRXI\X

;LEX�QEOIW�LIEPXL�TSPMG]�[SVO�IJJIGXMZI�r�WSQI�FEWMG�GSRGITXW
:KLOH�WKH�KLVWRU\�RI�96+&�ILUVW�DQG�IRUHPRVW�LV�D�UHIOHFWLRQ�RI�HFRQRPLF�DQG�SROLWLFDO�FKDQJHV
LQ�9LHWQDP��DW�D�PRUH�JHQHUDO�OHYHO�LW�LV�VLPLODU�WR�PDQ\�GHYHORSPHQW�VFHQDULRV�LQ�KHDOWK�FR�
RSHUDWLRQ��)URP�D�VWDUW�LQ�YHU\�FRQFUHWH�SK\VLFDO�LQYHVWPHQWV��PXWXDO�DJUHHPHQWV�KDYH�EHHQ�UHDFKHG
RYHU�WLPH�WR�DGGUHVV�VXFFHVVLYHO\�PRUH�FRPSOLFDWHG�DQG�V\VWHP�RULHQWHG�LVVXHV��7KLV�FKDLQ�RI�HYHQWV�
E\�LWVHOI��LV�D�VLJQ�RI�FRQVLGHUDEOH�SURJUHVV��ZKLFK�LQGLFDWHV�WKDW�WUXVW�DQG�FRQILGHQFH�KDYH�GHHSHQHG
EHWZHHQ�WKH�WZR�SDUWLHV�FRQFHUQHG�

8QGHUVWDQGDEO\��PXWXDO�WUXVW�LV�D�SUHUHTXLVLWH��DOWKRXJK�QRW�VXIILFLHQW�E\�LWVHOI��IRU�HIIHFWLYH�FR�
RSHUDWLRQ�LQ�DUHDV�WKDW�DUH�FORVH�WR�FHQWUDO�SROLWLFDO�LVVXHV��DV�WKH\�UHODWH�WR�WKH�EDVLF�YDOXH�RULHQWD�
WLRQ�RI�D�KHDOWK�FDUH�SROLF\��,Q�DGGLWLRQ��WZR�RWKHU�SUHUHTXLVLWHV�DUH�HTXDOO\�LPSRUWDQW�²�L�H��WKDW�WKH
FRRSHUDWLRQ�

• VXSSRUWV�WKH�GHYHORSPHQW�RI�D�VXVWDLQDEOH�LQVWLWXWLRQDO�FDSDFLW\�IRU�SUHSDUDWLRQ�DQG�PDQDJLQJ�RI
DQDO\WLFDO�LQSXWV�WR�SROLF\�PDNLQJ��DQG�WKDW

• WKH�SROLF\�ZRUN�SURGXFHV�RXWSXWV�WKDW�FRQVWLWXWH�WLPHO\�DQG�UHOHYDQW�UHVSRQVHV�WR�SUREOHPV�DQG
FKDQJHV�LQ�VRFLHW\�

,Q�RUGHU�WR�DVVHVV�WKHVH�WZR�GLPHQVLRQV�WKH�FRQFHSW�RI�´KHDOWK�SROLF\µ�ZDUUDQWV�IXUWKHU�H[SODQDWLRQ�
,W�LV�XVHIXO�WR�GLVWLQJXLVK�EHWZHHQ�WZR�W\SHV�RI�KHDOWK�SROLFLHV�

• +RUL]RQWDO�KHDOWK�SROLFLHV��WKHVH�DUH�OHJLWLPDWH�SROLWLFDO�VWDWHPHQWV��ZKLFK�JLYH�FOHDU
GLUHFWLRQ�WR�WKH�GHYHORSPHQW�RI�D�KHDOWK�V\VWHP��7KLV�LQYROYHV�WKH�TXHVWLRQ�RI�VHWWLQJ�ERUGHUV�IRU
WKH�V\VWHP�LQ�UHODWLRQ�WR�QHLJKERXULQJ�V\VWHPV��H�J��VRFLDO�ZHOIDUH��HGXFDWLRQ��SULYDWH�EXVLQHVV
HWF����,W�LQFOXGHV�DV�ZHOO�WKH�PHDQV�RI�UDLVLQJ�HFRQRPLF�UHVRXUFHV�IRU�KHDOWK��WKH�XVH�RI�WD[HV�
KHDOWK�LQVXUDQFH��XVHU�IHHV�HWF����V\VWHPV�RI�JRYHUQDQFH��SROLF\�GHFLVLRQ�PDNLQJ��PRQLWRULQJ�RI
SROLFLHV��TXDOLW\�FRQWURO�DQG�UHVRXUFH�GLVWULEXWLRQ�ZLWKLQ�WKH�V\VWHP���WKH�VWUXFWXUH�RI�WKH�SURYL�
VLRQ�V\VWHP��WKH�UROHV�RI�GLIIHUHQW�KHDOWK�FDUH�SURYLGHUV��UXOHV�RI�FRPPXQLFDWLRQ�DQG�FR�
RSHUDWLRQ�EHWZHHQ�WKH�HOHPHQWV�LQ�WKH�VWDII�VWUXFWXUH��HWF����DQG�V\VWHPV�IRU�VHWWLQJ�SULRULWLHV
EHWZHHQ�QHHGV�

• 9HUWLFDO�KHDOWK�SROLFLHV��WKHVH�DUH�OHJLWLPDWH�SROLWLFDO�DQG�SURIHVVLRQDO�VWDWHPHQWV�WKDW�FR�
RUGLQDWH�DQG�SULRULWLVH�DOO�DFWLRQV�ZLWKLQ�WKH�KHDOWK�V\VWHP�LQ�GHDOLQJ�ZLWK�VSHFLILF�JURXSV�RI�GLVHDVHV
RU�FDXVHV�RI�KHDOWK�XQKHDOWK��$�+,9�$,'6�SROLF\�WKXV�LV�D�W\SLFDO�YHUWLFDO�SROLF\��6LPLODUO\�DQ
DFWLRQ�SODQ�WR�GHDO�ZLWK�WUDIILF�DFFLGHQWV�LV�SDUW�RI�WKLV�VHJPHQW�RI�WKH�KHDOWK�SROLF\�DUHD�

)XUWKHUPRUH��KRUL]RQWDO�DQG�YHUWLFDO�KHDOWK�SROLFLHV�PD\�EH�PRUH�RU�OHVV�LQWHJUDWHG��7KLV�UHIHUV�WR
ZKHWKHU�DOO�WKH�HOHPHQWV�RI�WKH�SROLF\�ILW�WRJHWKHU�DQG�ZKHWKHU�SROLF\�LQVWUXPHQWV�WHQG�WR�VXSSRUW
HDFK�RWKHU�DQG�SXOO�SXVK�WKH�V\VWHP�LQ�WKH�VDPH�GLUHFWLRQ��7\SLFDOO\��LQWHJUDWLRQ�LV�SRRU�LI�WKH
SURYLVLRQ�VWUXFWXUH�DLPV�DW�FDULQJ�IRU�DOO�EDVLF�KHDOWK�FDUH�QHHGV�DW�SULPDU\�KHDOWK�FDUH�OHYHO��ZKLOH
HFRQRPLF�LQFHQWLYHV�²�ODLG�GRZQ�LQ�XVHU�IHHV��FRVWV�RI�GUXJV�HWF���WHQG�WR�SXVK�SDWLHQWV�LQ�WKH
GLUHFWLRQ�RI�VSHFLDOLVHG�VHUYLFHV��,Q�DGGLWLRQ��D�KHDOWK�SROLF\�LV�FRQVLGHUHG�FRPSUHKHQVLYH�LI�LW�FRYHUV
WKH�ZKROH�SROLF\�DUHD�
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'VMXIVME�SJ�WYGGIWW
%DVHG�RQ�WKLV�FRQFHSWXDO�IUDPHZRUN�DQ�LPSRUWDQW�FULWHULRQ�RI�VXFFHVV�LV�ZKHWKHU�WKH�96+&�KDV
EURXJKW�DERXW�WKH�H[LVWHQFH�RI�LQWHJUDWHG�DQG�FRPSUHKHQVLYH�KRUL]RQWDO�KHDOWK�SROLFLHV��6HFRQGO\�
LW�LV�DOVR�GHHPHG�VXFFHVVIXO�LI�LW�KDV�PDQDJHG�WR�VXSSRUW�YHUWLFDO�SROLF\�GHYHORSPHQW�LQ�DUHDV�ZKHUH
VXFK�SROLFLHV�ZHUH�PLVVLQJ�RU�LQFRPSOHWH�DQG�LI�WKH�DUHDV�FRYHUHG�DUH�UHOHYDQW�IURP�WKH�SRLQW�RI
YLHZ�RI�WKHLU�HIIHFW�RQ�WKH�JHQHUDO�KHDOWK�VWDWXV�RI�WKH�SRSXODWLRQ��)LQDOO\��WKH�H[LVWHQFH�RI�DQ
LPSURYHG�LQVWLWXWLRQDO�FDSDFLW\�IRU�SROLF\�ZRUN��LV�E\�LWVHOI�DQ�LQGLFDWRU�RI�VXFFHVV�

&RQVLGHULQJ�WKH�UHODWLYHO\�VKRUW�WLPH�VSDQ�LW�LV�VWLOO�SUHPDWXUH�WR�HYDOXDWH�WKH�HIIHFW�RI�DOO�SROLF\
ZRUN�VXSSRUWHG�E\�96+&��0RVW�RI�WKH�96+&�VXSSRUWHG�SROLF\�ZRUN�KDV�QRW�\HW�UHDFKHG�WKH�VWDJH
RI�IXOO�LPSOHPHQWDWLRQ�

��� 3FNIGXMZIW�ERH�EGLMIZIQIRXW

7KH�FHQWUDO�REMHFWLYH�IRU�FR�RSHUDWLRQ�LQ�WKH�KHDOWK�SROLF\�DUHD�LV�WR�

)RUPXODWH�HIIHFWLYH�DQG�DSSURSULDWH�KHDOWK�SROLFLHV�LQ�WKH�FRQWH[W�RI�D�PDUNHW�HFRQRP\�

,Q�UHODWLRQ�WR�WKLV�REMHFWLYH�WKH�IROORZLQJ�LQGLFWRUV�KDYH�EHHQ�GUDZQ�XS�

• +HDOWK�SROLFLHV�ZLOO�H[LVW�ZKLFK�SURYLGH�D�FOHDU�IUDPHZRUN�IRU�WKH�SURYLVLRQ�DQG�ILQDQFLQJ
RI�KHDOWK�VHUYLFHV�LQ�9LHWQDP�DQG�ZLWKLQ�ZKLFK�GRQRU�VXSSRUW�FDQ�EH�DFFHSWHG�

• 7KHUH�ZLOO�EH�SROLF\�VWDWHPHQWV�RQ�PHWKRGV�RI�JHQHUDWLQJ�ILQDQFH�IRU�KHDOWK�VHUYLFHV�

• 6LPLODUO\�WKHUH�ZLOO�EH�SROLF\�VWDWHPHQWV�RQ�PHWKRGV�RI�DOORFDWLQJ�ILQDQFLDO�UHVRXUFHV�WR
KHDOWK�FDUH�

• 3ROLF\�VWDWHPHQWV�ZLOO�DOVR�H[LVW�RQ�SULRULWLHV�IRU�KHDOWK�FDUH�LQWHUYHQWLRQV�

• 3ROLF\�VWDWHPHQWV�RQ�TXDOLW\�DVVXUDQFH�ZLOO�H[LVW�

• 7KH�UROH�RI�WKH�SULYDWH�VHFWRU�LQ�KHDOWK�FDUH�ZLOO�EH�GHILQHG�

• 7KH�QXPEHUV�DQG�WKH�VNLOO�PL[�RI�KHDOWK�ZRUNHUV�LQ�9LHWQDP�ZLOO�VLPLODUO\�EH�GHILQHG�LQ
D�SROLF\�VWDWHPHQW�

$V�VWDWHG�DERYH��E\�WKH�HDUO\�����V��9LHWQDP�KDG�VDLG�IDUHZHOO�WR�WKH�´VXEVLGLVHGµ�SHULRG��DQG
WKH�ZKROH�KHDOWK�V\VWHP�IRXQG�LWVHOI�LQ�QHHG�RI�UDSLG�DQG�GUDPDWLF�DGMXVWPHQW�WR�ZRUN�LQ�DQ�RSHQ
PDUNHW�HFRQRP\��7KH�WXUQ�DURXQG�RI�WKH�KHDOWK�V\VWHP�LQ�WKLV�KLVWRULF�VLWXDWLRQ�ZDV��DQG�VWLOO�LV�
DQ�LPPHQVH�XQGHUWDNLQJ�

:KHQ�FR�RSHUDWLRQ�VWDUWHG�LQ�WKH�+HDOWK�3ROLF\�$UHD�LQ�������SROLFLHV�WKDW�GLG�H[LVW�VRPHWLPHV
PXVW�EH�FRQVLGHUHG�UHPQDQWV�RI�WKH�´VXEVLGLVHG�SHULRGµ��RU�KDVWLO\�FUHDWHG�SROLFLHV�WKDW�KDG�QRW
EHHQ�JLYHQ�D�FKDQFH�WR�ILQG�WKHLU�SODFH�LQ�D�FRPSUHKHQVLYH�DQG�LQWHJUDWHG�V\VWHP�RI�SROLFLHV��7KH
EDVHOLQH�IRU�RXU�DQDO\VLV�RI�96+&�FDQ�EH�GHVFULEHG�DV�D�9LHWQDPHVH�KHDOWK�SROLF\�VLWXDWLRQ�ZLWK�WKH
IROORZLQJ�FKDUDFWHULVWLFV�

• 0DQ\�RI�WKH�IXQGDPHQWDO�HOHPHQWV�RI�DQ�LQWHJUDWHG�DQG�FRPSUHKHQVLYH�KRUL]RQWDO�KHDOWK
SROLF\�ZHUH�ODFNLQJ��DQG�YHUWLFDO�SROLFHV�ZHUH�SRRUO\�LQWHJUDWHG�

• 0DLQWHQDQFH�RI�EXLOGLQJV�DQG�HTXLSPHQW�ZDV�GHWHULRUDWLQJ�

• 7KH�KHDOWK�V\VWHP�GLG�QRW�PDWFK�WKH�KHDOWK�VHHN�EHKDYLRXU�RI�WKH�SRSXODWLRQ�

• *UDGXDOO\�WKH�V\VWHP�ZDV�EHFRPLQJ�FRQVLGHUDEO\�OHVV�HTXLWDEOH�



TACKLING TURMOIL OF TRANSITION – Sida EVALUATION 01/0326

)URP�WKLV�VLWXDWLRQ��ZH�ILQG�WKDW�VL[�\HDUV�ODWHU�0R+�KDV�EHHQ�DEOH�WR�OD\�WKH�IRXQGDWLRQ�IRU�DQ�LQWHJUDWHG
DQG�FRPSUHKHQVLYH�KRUL]RQWDO�KHDOWK�SROLF\��7KLV�LV�HYLGHQFHG�LQ�WKH�IROORZLQJ�SROLF\�GRFXPHQWV�

• 6WUDWHJLF�RULHQWDWLRQ�IRU�3HRSOH·V�+HDOWK�&DUH�DQG�3URWHFWLRQ�LQ�WKH�3HULRG�����²�����DQG
9LHWQDPV�1DWLRQDO�+HDOWK�3ROLF\�

• 6WUDWHJLF�2ULHQWDWLRQ�IRU�3HRSOH·V�+HDOWK�&DUH�DQG�3URWHFWLRQ�WR������DQG������²�*RYHUQPHQW
UHVROXWLRQ�QR���

• 6WUDWHJ\�IRU�3HRSOH·�+HDOWK�&DUH�'XULQJ�����²�����

,Q�SUHSDUDWLRQ�IRU�WKH�+HDOWK�3ROLF\�$UHD��0R+�FUHDWHG�LQ������D�+HDOWK�3ROLF\�8QLW��,QLWLDOO\
SODFHG�XQGHU�WKH�0LQLVWU\�RI�+HDOWK�&DELQHW��DQG�LQ������PRYHG�WR�WKH�'HSDUWPHQW�RI�3ODQQLQJ��LW
WRRN�WLPH�IRU�WKH�ZRUN�RI�WKH�8QLW�WR�JDLQ�PRPHQWXP��7\SLFDOO\�RI�DLG�VSRQVRUHG�LQVWLWXWLRQDO�VHW�
XSV��LW�ODFNHG�D�IRUPDO�SRVLWLRQ�LQ�WKH�V\VWHP��DQG�VWLOO�GRHV��EXW�JUDGXDOO\�WKH�0R+�OHDGHUVKLS�KDV
WDNHQ�D�PRUH�DFWLYH�LQWHUHVW�LQ�WKH�8QLW·V�ZRUN��2I�SDUWLFXODU�LPSRUWDQFH�ZDV�WKH�GHFLVLRQ�WR�UHFUXLW
D�/RQJ�7HUP�$GYLVRU�²�D�SURSRVDO�ZKLFK�LQLWLDOO\�ZDV�QRW�VXSSRUWHG�E\�0R+��DQG�WKH�NHHQ�LQWHUHVW
RI�WKH�QHZ�3HUPDQHQW�9LFH�0LQLVWHU��3KDP�0DQK�+XQJ��LQ�HVWDEOLVKLQJ�D�SURIHVVLRQDO�GLDORJXH
ZLWK�WKH�/7$�DQG�WKH�8QLW�

'XULQJ�WKH�ODVW�WKUHH�\HDUV�WKH�8QLW�DQG�WKH�+3$�KDV�EHHQ�WKH�PDLQ�VRXUFH��ILQDQFLDOO\�DQG
LQWHOOHFWXDOO\��DVVLVWLQJ�WKH�SUHSDUDWLRQ�RI�WKH�VWUDWHJ\�GRFXPHQWV�OLVWHG�DERYH��:KDW�FDQ�ZH�OHDUQ
IURP�WKLV�SURFHVV�DQG�LWV�UHVXOWV�WR�GDWH"

��� 0IWWSRW�SR�MRWXMXYXMSREP�HIZIPSTQIRX

96+&�KDV�VXSSRUWHG�SROLF\�GHYHORSPHQW�WKURXJK�

• 7KH�SODQQLQJ�DQG�PRQLWRULQJ�V\VWHP�DGRSWHG
• 7KH�EXLOGLQJ�RI�WKH�+HDOWK�3ROLF\�8QLW�WKURXJK�WUDLQLQJ�DQG�VWDII�UHFUXLWPHQW
• 3ROLF\�VWXGLHV
• ,QWHUQDWLRQDO�H[SRVXUH
• ,QWHUQDWLRQDO�DGYLVRUV

4PERRMRK�ERH�QSRMXSVMRK��0*%�HSIW�RSX�TVIZIRX�SQMWWMSRW
6LGD�LQVWUXFWHG�0R+�WR�DGRSW�/RJLFDO�)UDPHZRUN�$QDO\VLV��/)$��IRU�SUHSDUDWLRQ�RI�DQQXDO
RSHUDWLRQDO�SODQV��$32��DQG�WKH�VWUXFWXUH�RI�WKHVH�SODQV�JHQHUDOO\�IROORZ�WKH�/)$�IUDPHZRUN��6WLOO�
LW�DSSHDUV�WR�EH�GLIILFXOW�IRU�0R+�WR�UHWDLQ�D�IXQFWLRQDO�OLQN�EHWZHHQ�WKH�IRUPXODWLRQ�RI�REMHFWLYHV
DQG�WKH�LGHQWLILFDWLRQ�RI�DFWLYLWLHV��7KH�REMHFWLYHV�UHPDLQ�YHU\�EURDG�DQG�WKH�VLWXDWLRQ�DQDO\VLV�LV
RIWHQ�ZHDN��:H�REVHUYH�IRU�LQVWDQFH��WKDW�WKHUH�DUH�RPLVVLRQV�RI�D�QXPEHU�RI�JUHDWO\�LPSRUWDQW
WUHQGV�LQ�9LHWQDPHVH�VRFLHW\�²�VXFK�DV�XUEDQLVDWLRQ��PRGHUQLVDWLRQ�RI�YDOXHV��DQG�QHZ�WUHQGV�LQ
KHDOWK�VHHN�EHKDYLRXU�RI�WKH�SRSXODWLRQ��:H�DOVR�QRWH�WKDW�WKHUH�LV�OLWWOH�FRQWLQXLW\�LQ�WKH�RYHUDOO
DQDO\VLV�IURP�RQH�SODQ�WR�WKH�RWKHU��)RU�LQVWDQFH��IHZ��RU�QR��UHIHUHQFHV�DUH�PDGH�WR�WKH�RULJLQDO
SODQ�IURP�������LQ�VXEVHTXHQW�SODQV��$QG�FRPLQJ�WR�������WKH�PDLQ�REMHFWLYH�LV�QRZ�IRUPXODWHG�DV�

´HIIHFWLYH�LPSOHPHQWDWLRQ�RI�*RYHUQPHQW�5HVROXWLRQ�1R�����RQ�VWUDWHJLF�RULHQWDWLRQ
RI�SHRSOHV·�V�KHDOWK�FDUH�IURP�QRZ�WR�WKH�\HDUV������DQG�����«�µ

7KH�$32V�WHQG�WR�JR�UDWKHU�GLUHFWO\�WR�WKH�SRLQW�RI�IRUPXODWLQJ�LQGLYLGXDO�SURMHFWV��,W�LV�UDWKHU
GLIILFXOW�WR�ILQG�WKHLU�UHODWLRQ�WR�RYHUDOO�REMHFWLYHV��7KH�SRVVLELOLWLHV�RI�LPSRUWDQW�DUHDV�EHLQJ�OHIW
RXWVLGH�WKH�VFRSH�RI�ZRUN�DUH�QRUPDOO\�QRW�D�PDWWHU�RI�FRQFHUQ�LQ�WKH�$32V��7KHVH�FULWLFDO�UHPDUNV
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VKRXOG�QRW�REVFXUH�WKDW�WKH�$32V�QRUPDOO\�JLYH�JRRG�DQG�FOHDU�GLUHFWLRQ�IRU�ZRUN�IRU�WKH�FRPLQJ
\HDU�

$Q�LPSUHVVLYH�QXPEHU�RI�SURJUHVV�UHSRUWV�KDYH�EHHQ�SURGXFHG��DQG�LQ�D�PDMRU�VHOI�DVVHVVPHQW�IURP
������WKH�VR�FDOOHG�5HVXOW�$QDO\VLV�5HSRUW��LW�LV�FRQFOXGHG�WKDW��´,Q�WKH�ILUVW�KDOI�RI�WKH�&RRSHUDWLRQ
F\FOH��WKH�+HDOWK�3ROLF\�$UHD�KDV�ZRUNHG�ZHOO�DQG�HIIHFWLYHO\�E\�IROORZLQJ�FORVHO\�WKH�REMHFWLYHV
VWDWHG�LQ�«WKH�3ODQQLQJ�GRFXPHQW�IRU�9LHWQDP�6ZHGHQ�+HDOWK�&RRSHUDWLRQ«µ��$�QXPEHU�RI
GLIILFXOWLHV�DQG�FKDOOHQJHV�DUH�PHQWLRQHG�²�VXFK�DV�ODFN�RI�IRUHLJQ�ODQJXDJH�VNLOOV��DQG�ODFN�RI
FDSDFLW\�LQ�WKH�0LQLVWU\�RI�+HDOWK�IRU�IRUPXODWLQJ�HIIHFWLYH�DQG�DSSURSULDWH�KHDOWK�SROLFLHV��)XU�
WKHUPRUH��LW�LV�PHQWLRQHG�WKDW�VRFLHW\�KDV�FKDQJHG�UDSLGO\�DQG�WKDW�KHDOWK�SROLF\�UHVHDUFK�DQG
IRUPXODWLRQ�WR�FRSH�ZLWK�WKH�VLWXDWLRQ�KDV�EHFRPH�PRUH�DQG�PRUH�FRPSOLFDWHG�DQG�GHOLFDWH�
5HIRUP�QHHGV�WR�FRPH�IDVWHU�LQ�YLHZ�RI�FKDQJHV�LQ�VRFLDO�HFRQRPLF�GHYHORSPHQW��LQGXVWULDOLVDWLRQ
DQG�PRGHUQLVDWLRQ�RI�WKH�FRXQWU\���7KH�UHVXOW�DQDO\VLV�DOVR�WDNHV�QRWH�RI�LQVXIILFLHQW�FR�RUGLQDWLRQ
EHWZHHQ�DFWLYLWLHV�RI�96+&�DQG�WKH�FR�RSHUDWLRQ�LQ�VFLHQFHV�DQG�UHVHDUFK�EHWZHHQ�6ZHGHQ�DQG
9LHWQDP��WKURXJK�6DUHF��

$�ODWHU�DVVHVVPHQW��IURP������ILQGV�WKDW�WKH�VWXGLHV�SHUIRUPHG�RQ�KHDOWK�SROLF\�´ILW�WKH�REMHFWLYHV
RI�WKH�+HDOWK�VHFWRUµ��7KH�VWXG\�DOVR�WDNHV�QRWH�RI�VWXGLHV�UHIOHFWLQJ�HPHUJLQJ�KHDOWK�SUREOHPV�LQ
9LHWQDP��WKHUHE\�GHPRQVWUDWLQJ�VXIILFLHQW�IOH[LELOLW\�LQ�WKH�VHOHFWLRQ�RI�REMHFWLYHV�IRU�VWXGLHV�ZLWKLQ
+3$�

:H�FRQFXU�ZLWK�WKH�ILQGLQJV�RI�WKH�WZR�DVVHVVPHQWV�PHQWLRQHG�ZKLFK�LQGLFDWHV�WKDW�WKH�UHOHYDQFH�RI
WKH�SROLF\�ZRUN�RI�+38�KDV�EHHQ�VWUHQJWKHQHG�RYHU�WLPH��EXW�ZLWK�WKH�DGGLWLRQDO�UHPDUN��WKDW�WKH
V\VWHP�GHYHORSHG�IRU�VHOHFWLQJ�VWXGLHV�VWLOO�PD\�ODFN�D�V\VWHPDWLF�DSSURDFK�WR�WKH�QHHGV�LQ�DQ
FRPSUHKHQVLYH�DQG�LQWHJUDWHG�KRUL]RQWDO�KHDOWK�SROLF\���$V�VKDOO�EH�IXUWKHU�GLVFXVVHG�EHORZ��WKHUH
DUH�WZR�H[DPSOHV�ZRUWK�PHQWLRQLQJ�²�WKDW�RI�IHZ�VWXGLHV�RQ�JRYHUQDQFH�SUREOHPV�WKDW�PD\�KDQGLFDS
IXWXUH�LPSOHPHQWDWLRQ�RI�WKH�SROLFLHV�DUULYHG�DW��DQG�WKDW�RI�OLWWOH�DWWHQWLRQ�WR�WKH�PDFUR�HFRQRPLF
GLPHQVLRQV�RI�KHDOWK�GHYHORSPHQW�

$GGLWLRQDOO\��WZR�DUHDV�RI�YHUWLFDO�SROLF\�VWDQG�RXW�IRU�UHODWLYH�OLWWOH�DWWHQWLRQ��QDPHO\�+,9�$,'6
DQG�PHQWDO�KHDOWK��7KLV�PD\�LQGLFDWH�WKDW�VLPLODU�SUREOHPV�H[LVW�DOVR�LQ�ZRUNLQJ�ZLWK�YHUWLFDO�KHDOWK
SROLFLHV�

)LQDOO\�D�ZRUG�RI�FDXWLRQ��KHDOWK�SROLWLFV�LV�GLIIHUHQW�IURP�WHFKQLFDO�SODQQLQJ��7KH�LQVWUXPHQWV�IRU
WHFKQLFDO�SODQQLQJ�²�RULJLQDOO\�EDVHG�RQ�WKH�QHHGV�LQ�WKH�EXLOGLQJ�LQGXVWU\�²�DUH�GLIIHUHQW�IURP�WKH
QHHGV�LQ�SROLF\�PDNLQJ��1R�SROLWLFDO�SURFHVV�FDQ�HYHU�EH�IXOO\�GHVLJQHG�E\�PHDQV�RI�/)$��´0XG�
GOLQJ�WKURXJKµ�LV�D�PXFK�PRUH�UHOHYDQW�GHVFULSWLRQ�RI�KRZ�LW�QHHGV�WR�ZRUN�

8LI�,IEPXL�4SPMG]�9RMX��RSX�]IX�E�WYWXEMREFPI�GETEGMX]
7KH�+HDOWK�3ROLF\�8QLW�LQ�WKH�0LQLVWU\�RI�+HDOWK�LV�D�EUDLQFKLOG�RI�96+&��7KH�XQLW�´«LV�LQ
FKDUJH�RI�VWXG\LQJ�DQG�V\QWKHVLVLQJ�SROLFLHV�RQ�GHYHORSPHQW�RI�WKH�SXEOLF�KHDOWK�V\VWHP�DQG
FRQVWLWXWHV�D�NH\�ERG\�LQ�VWXG\LQJ�DQG�GUDIWLQJ�WKH�DERYH�PHQWLRQHG�SROLFLHV�WR�EH�VXEPLWWHG
WR�FRPSHWHQW�DXWKRULWLHV�IRU�DSSURYDOµ��

�����������������������������������������������������

��+HDOWK�3ROLF\�$UHD��$VVHVVPHQW�RI�&RRSHUDWLRQ�EHWZHHQ�9LHWQDP�DQG�6ZHGHQ�ZLWKLQ�WKH�+HDOWK�3ROLF\�$UHD
����²������+DQRL��$XJXVW������

��6HH�OLVW�RI�OLWHUDWXUH�FRQVXOWHG��FKDSWHU�����IRU�D�FRPSUHKHQVLYH�OLVW�RI�DVVHVVPHQWV�DQG�HYDOXDWLRQV�RI�WKH�+HDOWK�3ROLF\
$UHD�

��0LQLVWU\�RI�+HDOWK�GHFLVLRQ������%<7�4'������������
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2YHU�WKH�SHULRG�+38�LV�IUHTXHQWO\�D�PDWWHU�RI�GHEDWHV�DQG�FRQFHUQV��7KH�PDLQ�LVVXHV�DURXQG�+38
VHHP�WR�EH�LQVXIILFLHQW�PDQSRZHU�²�SDUWLFXODUO\�RI�VHQLRU�RIILFHUV�²�DQG�LWV�SODFH�LQ�WKH�RUJDQLVDWLRQ�
,W�LV�IUHTXHQWO\�PHQWLRQHG�WKDW�+38�KDV�KDG�LQVXIILFLHQW�DEVRUSWLRQ�FDSDFLW\�WR�GHDO�ZLWK�WKH�SROLF\
VWXGLHV�DGPLQLVWUDWLYHO\�DQG�LQ�XVLQJ�WKHLU�UHVXOWV�

7R�DQ�H[WHQW�ZH�ILQG�WKLV�FULWLFLVP�XQIDLU��7KH�QXPEHU�RI�VWXGLHV�SHUIRUPHG�DQG�WKH�QXPEHU�RI
SROLF\�GHFLVLRQV�WDNHQ�RQ�WKH�LQLWLDWLYH�RI�+38�GRHV�QRW�LQGLFDWH�VWURQJ�OLPLWDWLRQV�LQ�LWV�FDSDFLW\
WR�GHDO�ZLWK�PDWWHUV�DGPLQLVWUDWLYHO\�

,W�QHHGV�DOVR�WR�EH�XQGHUVWRRG�WKDW�WKH�TXHVWLRQ�RI�UHIRUPXODWLQJ�SROLF\�RSWLRQV�IURP�VWXGLHV�DQG
EULQJLQJ�WKHP�WR�UHOHYDQW�SROLWLFDO�ERGLHV�IRU�ILQDO�FRPPHQW�LV�SDUWO\�RXWVLGH�WKH�PDQGDWH�DQG
FRPSHWHQFH�RI�+38�

+38�UHSUHVHQWV�WRGD\�D�JRRG�EDVH�RI�NQRZOHGJH�DQG�VNLOOV�LQ�KHDOWK�SROLF\��0XFK�YDOLG�WUDLQLQJ
ZRUN�KDV�WDNHQ�SODFH�WR�VXSSRUW�FDSDFLW\�EXLOGLQJ�LQVLGH�+38��EXW�LW�VKRXOG�QRW�UHPDLQ�IRU�PXFK
ORQJHU�DQ�RXWILW�SULPDULO\�IRU�PDNLQJ�XVH�RI�6LGD�IXQGV��7RGD\��SUDFWLFDOO\�DOO�DFWLYLWLHV�RI�+38�DUH
6LGD�IXQGHG��6LGD�LV��KRZHYHU��QRW�WKH�RQO\�GRQRU�RIIHULQJ�VXSSRUW�WR�KHDOWK�SROLF\�ZRUN��EXW�WKLV
VHHPV�QRW�WR�KDYH�EHQHILWHG�+38�VR�IDU��,Q�IDFW��LQ�DQ�(8�SURSRVDO�FXUUHQWO\�EHLQJ�QHJRWLDWHG
WKHUH�LV�D�SURYLVLRQ�IRU�DQRWKHU�´SROLF\�XQLWµ�

,W�ZLOO�EH�D�WHVW�RQ�WKH�VXVWDLQDELOLW\�RI�WKH�+38�LQYHVWPHQWV��ZKHWKHU�0R+�JUDGXDOO\�PDNHV�XVH
RI�WKLV�FDSDFLW\�LQ�DOO�RYHUDOO��L�H��KRUL]RQWDO��SROLF\�ZRUN��LUUHVSHFWLYH�RI�VRXUFH�RI�IXQGLQJ��,W�LV
HQFRXUDJLQJ�WR�QRWH�WKDW�+38�LV�SOD\LQJ�D�FHQWUDO�UROH�LQ�WKH�FXUUHQW�GLDORJXH�ZLWK�WKH�:RUOG
%DQN��,W�UHPDLQV�WR�EH�VHHQ��KRZHYHU��ZKHWKHU�:RUOG�%DQN�IXQGHG�SROLF\�ZRUN�ZLOO�EH�PDQDJHG�E\
WKH�´6ZHGLVKµ�+38�RU�VRPH�SDUDOOHO�RXWILW��,W�LV�RXU�YLHZ�WKDW�+38�QHHGV�WR�EH�IXUWKHU�LQWHJUDWHG
LQ�WKH�PLQLVWU\�RUJDQLVDWLRQ��DQG�LQFUHDVLQJO\�EHFRPH�D�PDWWHU�RI�9LHWQDPHVH�RZQHUVKLS��7KH
VWURQJ�LQYROYHPHQW�RI�WKH�SUHVHQW�9LFH�0LQLVWHU�KDV�FRQWULEXWHG�WR�WKLV�DQG�EURXJKW�+38�FORVHU�WR
WKH�OHDGHUVKLS�RI�0R+��EXW�ZLWK�DQRWKHU�FRPSRVLWLRQ�RI�PLQLVWHULDO�OHDGHUVKLS�WKHUH�LV�WKH�ULVN�WKDW
+38�PD\�UHPDLQ�VROHO\�D�PDQDJHU�RI�6ZHGLVK�VXSSRUW�

4SPMG]�WXYHMIW��XLI�RIIH�XS�MRGVIEWI�XLI�HIKVII�SJ�MRHITIRHIRGI
7KHUH�H[LVWV�D�QHHG�WR�GUDZ�D�FOHDUHU�OLQH�EHWZHHQ�+38�DQG�WKH�0LQLVWU\�RI�+HDOWK�RQ�WKH�RQH
VLGH��DQG�WKH�LPSOHPHQWLQJ�RUJDQLVDWLRQV�RQ�WKH�RWKHU��6WXGLHV�ZLOO�VXSSRUW�HIILFLHQW�SROLF\�PDNLQJ
EHWWHU��LI�WKH\�UHIOHFW�LQGHSHQGHQW�DQG�SURIHVVLRQDO�RSLQLRQV�PRUH�FOHDUO\�WKDQ�QRZ��,Q�UHFHQW�\HDUV
PRUH�VWXGLHV�KDYH�EHHQ�FRPPLVVLRQHG�WR�VWUXFWXUHV�RXWVLGH�WKH�0LQLVWU\��ZKLFK�KDYH�FRQWULEXWHG�WR
D�JUDGXDO�EXLOG�XS�RI�UHVHDUFK�FRPSHWHQFH�DOVR�RXWVLGH�WKH�SROLWLFDO�VSKHUH��7KLV�DOUHDG\�H[LVWLQJ
WHQGHQF\�RI�ILQGLQJ�DQG�VXSSRUWLQJ�LQGHSHQGHQW�ERGLHV��QRW�LQYROYLQJ�LPSRUWDQW�RIILFHUV�LQ�WKH
0LQLVWU\�RI�+HDOWK��FRXOG�KHOS�EULQJLQJ�DERXW�HYHQ�EHWWHU�EDVLF�PDWHULDO�IRU�KHDOWK�SROLF\�GHYHORS�
PHQW�

+DYLQJ�VDLG�WKLV��ZH�QRWH�ZLWK�VDWLVIDFWLRQ�WKDW�WKH�PHWKRGV�XVHG�LQ�WKH�0LQLVWU\�DQG�E\�+38�WR
H[HUW�TXDOLW\�FRQWURO�RYHU�ILQDOLVHG�VWXGLHV�LV�H[HPSODU\��DQG�QHHG�WR�EH�GRFXPHQWHG�IRU�IXUWKHU�XVH
DOVR�LQ�RWKHU�FRQWH[WV�

-RXIVREXMSREP�I\TSWYVI��EGGIWW�XS�XLI�QEVOIX�TPEGI�SJ�MHIEW�MW�MQTSVXERX
:KHQ�9LHWQDP�RSHQHG�XS�WR�WKH�ZRUOG�RXWVLGH�WKH�IDPLO\�RI�FRXQWULHV�LQIOXHQFHG�E\�WKH�IRUPHU
6RYLHW�8QLRQ��IHZ�HVWDEOLVKHG�QHWZRUNV�ZHUH�DYDLODEOH��7KH�UHODWLYH�JHQHURVLW\�ZLWKLQ�96+&�WR
PDNH�DYDLODEOH�FRQWDFWV�ZLWK�-DSDQ��&KLQD��7KDLODQG��3KLOLSSLQHV��0DOD\VLD�HWF��LV�D�YHU\�SRVLWLYH
FRQWULEXWLRQ��7KH�LPSUHVVLRQV�IURP�QHLJKERXULQJ�FRXQWULHV�ZLOO�JUDGXDOO\�LQIOXHQFH�9LHWQDPHVH
SROLFLHV�LQ�D�GLUHFWLRQ�WKDW�LV�ZHOO�VXLWHG�WR�LWV�VRFLDO�DQG�FXOWXUDO�EDFNJURXQG��$QG�9LHWQDP�ZLOO�



TACKLING TURMOIL OF TRANSITION – Sida EVALUATION 01/03 29

FRQVLGHULQJ�WKH�SURJUHVV�LQ�FDSDFLW\�EXLOGLQJ�LQ�KHDOWK�SROLF\�WKDW�KDV�WDNHQ�SODFH��EH�DQ�LPSRUWDQW
VRXUFH�IRU�GHYHORSPHQW�DOVR�LQ�QHLJKERXULQJ�FRXQWULHV�

9LHWQDP�KDV�D�VWURQJ�SROLWLFDO�WUDGLWLRQ�RI�LQGHSHQGHQFH�LQ�SROLF\�PDNLQJ��UHVLVWLQJ�ZKDW�LV�SHU�
FHLYHG�DV�LPSRVLWLRQV�E\�RXWVLGHUV��,W�LV�ZRUWK�QRWLQJ�WKDW�6LGD·V�IOH[LELOLW\�LQ�WHUPV�RI�LQWHUQDWLRQDO
VWXG\�WRXUV�KDV�KHOSHG�WR�EULQJ�DERXW�DQ�XQGHUVWDQGLQJ�WKDW�6ZHGLVK�VXSSRUW�LQ�SROLF\�PDWWHUV�KDV
EHHQ�QRQ�DOLJQHG�²�QRW�GRPLQDWHG�E\�D�ZLVK�WR�PDUNHW�D�SDUWLFXODU�PRGHO��,QWHUYLHZV�VWDWH�FOHDUO\�
WKDW�WKLV�VWURQJO\�FRQWULEXWHV�WR�WKH�FUHGLELOLW\�RI�LQIRUPDWLRQ�DQG�DGYLFH�JLYHQ�IURP�6ZHGHQ�

-RXIVREXMSREP�EHZMWSVW��TSPMG]�[SVO�VIUYMVIW�TEVXMGYPEV�WOMPPW
,W�WRRN�VRPH�WLPH�IRU�96+&�WR�PRYH�LWV�ORFDWLRQ�LQWR�WKH�0LQLVWU\�RI�+HDOWK��,W�WRRN�VRPH�WLPH
DOVR��WR�ILQG�DQG�OHJLWLPLVH�D�ORQJ�WHUP�DGYLVRU�IRU�+HDOWK�3ROLF\�ZRUNLQJ�LQVLGH�WKH�0LQLVWU\�RI
+HDOWK��$OO�LQWHUYLHZV�WKDW�KDYH�WRXFKHG�RQ�WKH�VXEMHFW�VHHP�WR�EH�LQ�DJUHHPHQW�ZLWK�WKH�YDOXH�RI
WKLV�GHYHORSPHQW�

$�JHQHUDO�FRPPHQW�KHDUG�ZDV�WKDW�HDUOLHU�VKRUW�WHUP�DGYLVRUV�DQG�ORQJ�WHUP�DGYLVRUV�ZHUH�FRP�
SHWHQW�DQG�HIIHFWLYH�SURIHVVLRQDOV��EXW�WKDW�WKH\�RIWHQ�ODFNHG�WKH�XQGHUVWDQGLQJ�RI�WKH�SROLWLFDO�ZRUN
LQ�D�PLQLVWU\��7KH�SUHVHQW�ORQJ�WHUP�DGYLVRU�KDV�FRQWULEXWHG�ZLWK�HVVHQWLDO�SURIHVVLRQDO�FRPSHWHQFH
LQ�WKLV�UHVSHFW��DQG�KDV�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�PDNLQJ�+38�D�UHVSHFWHG�DGYLVRU�WR�WKH�SROLWLFDO
OHDGHUVKLS�RI�0R+�

7KLV�JHQHUDO�SUDLVH�LQ�LQWHUYLHZV�UHIOHFWV�WKH�SURSHUWLHV�RI�WKLV�VSHFLILF�/RQJ�7HUP�$GYLVRU��%XW�LW
PD\�DOVR�UHIOHFW�D�ZHDNQHVV�LQ�WKH�LPSOHPHQWDWLRQ�RI�+3$�VR�IDU��,W�LV�VWULNLQJ�WKDW�VR�PXFK�LV�QRZ
DWWULEXWHG�WR�WKH�H[LVWHQFH�RI�RQH�LQGLYLGXDO�DQG�QRW�WR�WKH�SURJUDP�DV�D�ZKROH�

��� 0IWWSRW�SR�VIPIZERGI

:H�ILQG�WKDW�9LHWQDP�KDV�PDGH�PDMRU�SURJUHVV�LQ�WKH�KHDOWK�SROLF\�DUHD�LQ�WKH�SHULRG�IURP�����
WR������

%�LSVM^SRXEP�TSPMG]�JVEQI[SVO�MR�TPEGI��FYX|
,Q�WKH�DUHD�RI�KRUL]RQWDO�SROLFLHV��LW�LV�FKDUDFWHULVWLF�WKDW�PDQ\�RI�WKH�´KRUL]RQWDO�VWXGLHVµ�FDPH�LQ
ODWH�LQ�WKH�SHULRG�RI�FRRSHUDWLRQ��6RPH�LPSRUWDQW�VWXGLHV�DUH�VWLOO�RQ�JRLQJ��DQG�D�´3XEOLF�+HDOWK
5HSRUWµ�UHSRUW�IRU�9LHWQDP�LV�WR�EH�SXEOLVKHG�LQ�WKH�QHDU�IXWXUH��ZLWK�VWURQJ�VXSSRUW�IURP�96+&�
7KLV�ZRUN�LQ�SURJUHVV��QRWZLWKVWDQGLQJ��LW�LV�VWLOO�QRW�SRVVLEOH�WR�IXOO\�XQGHUVWDQG�WKH�HFRQRPLF�UHDOLVP
EHKLQG�WKH�VXJJHVWHG�SROLF\�IUDPHZRUN��:KLOH�PHFKDQLVPV�IRU�UHVRXUFH�PRELOLVDWLRQ�DUH�EHLQJ
GHYHORSHG��WKH�IXOO�LPSDFW�RI�WKHVH�PHFKDQLVPV�RQ�WKH�PDFURHFRQRPLF�VLWXDWLRQ�LQ�9LHWQDP
JHQHUDOO\�DQG�LQ�LWV�SURYLQFHV�LV�XQFHUWDLQ��)RU�VRPH�WLPH�\HW��WKLV�ZLOO�KDQGLFDS�WKH�UHDOLVDWLRQ�RI
WKH�SROLFLHV�WKDW�KDYH�EHHQ�VXJJHVWHG�

6HFRQGO\��WKH�JRYHUQDQFH�PHFKDQLVPV�QHHGHG�IRU�WKH�LPSOHPHQWDWLRQ�RI�WKH�SROLFLHV�VXJJHVWHG�UHPDLQ
WR�EH�DQDO\VHG�DQG�GHFLGHG�RQ��$�JHQHUDO�REVHUYDWLRQ�LV�WKDW�WKH�SROLFLHV�KDYH�D�VOLJKW�WHQGHQF\
WR�VHH�WKH�KHDOWK�V\VWHP�RI�9LHWQDP�SUHGRPLQDQWO\�DV�D�JRYHUQPHQW�RSHUDWLRQ��:KLOH�WKH�XQGHU�
VWDQGLQJ�VHHPV�WR�EH�WKDW�WKH�SULYDWH�VHFWRU�ZLOO�FRQWLQXH�WR�SOD\�DQ�LPSRUWDQW�UROH��WKH�QHHGV�RI
JRYHUQDQFH�LQVWUXPHQWV�²�LQFOXGLQJ�WKH�FUHDWLRQ�RI�D�UHSUHVHQWDWLRQ�IRU�SULYDWH�VHFWRU�KHDOWK�FDUH�²
LV�JLYHQ�OLWWOH�FRQVLGHUDWLRQ�

7KH�LPSOHPHQWDWLRQ�RI�GLIIHUHQW�IRUPV�RI�KHDOWK�LQVXUDQFH��IRU�LQVWDQFH��ZLOO�KDYH�D�VWURQJ�LPSDFW
RQ�WKH�SUHVHQW�VWUXFWXUH�RI�KHDOWK�JRYHUQDQFH��7KH�SRVLWLRQ�RI�FHQWUDO��SURYLQFLDO�DQG�FRPPXQDO
KHDOWK�DFWRUV�ZLOO�EH�DIIHFWHG�DQG�WKHLU�UROHV�QHHG�WR�EH�H[SDQGHG�WR�GHDO�ZLWK�WKDW��1HZ�UHODWLRQV
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PD\�QHHG�WR�EH�IRUPHG�EHWZHHQ�FHQWUDO�OHYHO�ERGLHV�DQG�SURYLQFLDO�GLVWULFW��*HQHUDOO\��WKH�LPSOH�
PHQWDWLRQ�RI�WKH�VXJJHVWHG�SROLFLHV�ZLOO�QHHG�LPSURYHG�LQYROYHPHQW�RI�WKH�FLYLO�VRFLHW\�LQ�9LHWQDP�

2I[�MQTSVXERX�MRMXMEXMZIW�SR�ZIVXMGEP�TSPMGMIW
,Q�WKH�DUHD�RI�YHUWLFDO�SROLFLHV��DQ�LPSUHVVLYH�QXPEHU�RI�VWDWHPHQWV�DUH�GLUHFWO\�UHODWHG�WR�SROLF\
VWXGLHV�WKDW�KDYH�EHHQ�XQGHUWDNHQ�ZLWKLQ�WKH�IUDPHZRUN�RI�96+&��&OHDU�H[DPSOHV�DUH�WKH�VWXGLHV
RQ�DFFLGHQW�DQG�LQMXU\�SUHYHQWLRQ��VWXGLHV�RQ�SHULQDWDO�PRUWDOLW\�UHGXFWLRQ�LQ�9LHWQDP��DQG�VWXGLHV
RQ�WKH�QDWLRQDO�WREDFFR�FRQWURO�SROLF\�

+RZHYHU��DOVR�LQ�WKH�DUHD�RI�YHUWLFDO�KHDOWK�SROLFLHV�WKHUH�DUH�VHFWRUV�JLYHQ�FRQVLGHUDEO\�OHVV�DWWHQ�
WLRQ��0HQWDO�KHDOWK�LV�RQH�RI�WKHP��+,9�$,'6�PD\�DOVR�QHHG�D�VWUXFWXUHG�IRUP�RI�YHUWLFDO�SROLF\
DQDO\VLV�

7KH�WZR�PDLQ�SROLF\�GRFXPHQWV��6WUDWHJLF�2ULHQWDWLRQ�IRU�3HRSOH·V�+HDOWK�&DUH�DQG�3URWHFWLRQ�LQ�WKH�3HULRG
����²������DQG�6WUDWHJ\�IRU�3HRSOH·�+HDOWK�&DUH�'XULQJ�����²������JLYH�DOPRVW�QR�DWWHQWLRQ�WR�PHQWDO
KHDOWK��7KH�WDUJHWV�DQG�LQGLFDWRUV�XVHG�LQFOXGH�QR�REMHFWLYHV�LQ�WKH�PHQWDO�KHDOWK�ILHOG��7KH�9+6&�
RQ�LWV�SDUW��KDV�QRW�IXQGHG�DQ\�VWXGLHV�LQ�WKLV�ILHOG�

7KHUH�DUH�DW�OHDVW�D�FRXSOH�LPSRUWDQW�UHDVRQV�ZK\�WKH�+,9�$,'6�DUHD�ZDUUDQWV�IXUWKHU�DQDO\WLFDO
ZRUN�WR�VXSSRUW�SROLF\�GHYHORSPHQW��)LUVWO\��WKHUH�KDYH�EHHQ�VRPH�SUREOHPV�LQ�JHWWLQJ�LQIRUPDWLRQ
RQ�WKH�GLUHFWLRQ�RI�WKH�HSLGHPLF�LQ�9LHWQDP��DQG�VHFRQGO\��WKH�VSUHDG�RI�WKH�GLVHDVH�IURP�LVRODWHG
JURXSV�RI�GUXJ�XVHUV�WR�WKH�PRUH�JHQHUDO�SRSXODWLRQ�LV�OLQNHG�WR�RWKHU�VHQVLWLYH�SROLF\�LVVXHV��VXFK�DV
SURVWLWXWLRQ�DQG�GUXJ�XVH�DPRQJ�DGROHVFHQWV�

��� 'SRGPYWMSRW�ERH�VIGSQQIRHEXMSRW

6RPH�RI�WKH�SRVLWLYH�HYHQWV�LQ�SROLF\�GHYHORSPHQW�ZRXOG�KDYH�WDNHQ�SODFH�DQ\ZD\��7KH�96+&
LV�QRW�WKH�RQO\�VRXUFH�RI�LQVSLUDWLRQ�IRU�SROLF\�GHFLVLRQV�LQ�WKH�KHDOWK�ILHOG��9LHWQDP�KDV�PDQ\
UHVRXUFHV�RXWVLGH�WKH�IUDPHZRUN�RI�96+&�WKDW�ZRXOG�KDYH�SOD\HG�D�PDMRU�UROH�LI�96+&�KDG�QRW
EHHQ�LQ�SODFH��,W�LV�QRWHZRUWK\��KRZHYHU��WKDW�IHZ�VWXGLHV�RXWVLGH�WKH�FRQWH[W�RI�96+&�VHHP�WR
KDYH�KDG�D�FOHDU�UHODWLRQ�WR�WKH�FRQWHQW�RI�SUHVHQW�VWUDWHJLHV�RQ�KHDOWK�SROLF\�

,QWHUYLHZV�LQ�+DQRL�KDYH�PDGH�LW�FOHDU��WKDW�WKH�UHVRXUFHV�LQVLGH�96+&�KDYH�EHHQ�DFWLYHO\�XVHG�WR
IRUP�WKH�YDOXH�EDVH�IRU�WKH�SUHVHQW�KHDOWK�VWUDWHJLHV��6SHFLDO�GRFXPHQWV�KDYH�EHHQ�GUDZQ�XS�IRU
XVH�LQ�WKH�&HQWUDO�&RPPLWWHH�RI�WKH�&RPPXQLVW�3DUW\��%ULHILQJ�SDSHUV�KDYH�EHHQ�SURGXFHG�IRU
FRPPXQLFDWLRQV�ZLWK�WKH�'HSXW\�3ULPH�0LQLVWHU��96+&�UHSUHVHQWDWLYHV�KDYH�EHHQ�SUHVHQW�DQG
DFWLYH�RQ�D�WRS�OHYHO�FRQIHUHQFH�ZLWK�WKH�3ULPH�0LQLVWHU�DQG�����UHSUHVHQWDWLYHV�IURP�WKH�&RP�
PXQLVW�3DUW\�DQG�RWKHU�FRQFHUQHG�0LQLVWULHV�ZLWK�SDUWLFXODU�IRFXV�RQ�LPSURYHG�KHDOWK�VHUYLFHV�IRU
GLVDGYDQWDJHG�DUHDV�

,QGHSHQGHQW�REVHUYHUV�DPRQJ�WKH�IDPLO\�RI�LQWHUHVWHG�SDUWLHV�LQ�9LHWQDP·V�KHDOWK�GHYHORSPHQW
VHHP�WR�EH�LQ�IXOO�DJUHHPHQW�RQ�WKH�VWURQJ�LQIOXHQFH�IURP�96+&�RQ�WKH�KHDOWK�SROLF\���2QH�GRQRU
RUJDQLVDWLRQ�LQGLFDWHG�WKDW�WKHLU�LQWHUHVW�LQ�ZRUNLQJ�ZLWK�KHDOWK�SROLF\�LVVXHV�KDV�JUDGXDOO\�ZHDN�
HQHG��VLQFH�LW�LV�FOHDU�WKDW�´WKH�SODFH�KDV�EHHQ�WDNHQµ��7KH�IDFW�WKDW�WKH�SUHSDUDWLRQ�RI�WKH�QH[W
:RUOG�%DQN�ORDQ�WR�WKH�KHDOWK�VHFWRU�KDV�OHDG�WR�YHU\�VORZ�SURJUHVV�LQ�GHFLVLRQV�RQ�WKH�IRUPDW�IRU
FR�RSHUDWLRQ�LV�WR�DQ�H[WHQW�´EODPHGµ�RQ�WKH�IDFW�WKDW�96+&�VHUYHV�WKH�JRYHUQPHQW�ZLWK�PXFK�RI

�����������������������������������������������������

��1R�UHSUHVHQWDWLYH�RI�WKH�:RUOG�%DQN�KDV�JLYHQ�LQIRUPDWLRQ�LQ�WKLV�FRQWH[W�²�D�GUDZ�EDFN�IURP�WKH�SRLQW�RI�YLHZ�RI
:RUOG�%DQN·V�JUHDW�LPSRUWDQFH�LQ�WKH�DUHD�
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ZKDW�LV�QHHGHG�LQ�WKH�ILHOG�RI�SROLF\�GHYHORSPHQW��2QH�PD\�HYHQ�VSHFXODWH�LI�:RUOG�%DQN�DGYRFDF\
IRU�ZKDW�LV�SHUFHLYHG�E\�PDQ\�LQ�WKH�0R+�DV�D�GLIIHUHQW�SROLF\�GLUHFWLRQ�KDV�EURXJKW�HYHQ�PRUH
VWUHQJWK�LQWR�WKH�´DOOLDQFHµ�IRU�KHDOWK�SROLF\�GHYHORSPHQW�LQ�96+&�

7KH�LVVXH�KDV�EHHQ�UDLVHG�ZKHWKHU�WKH�LQYHVWPHQW�RI�6(.������PLOOLRQ�LQ�WKH�+HDOWK�3ROLF\�$UHD
GXULQJ�96+&�,�FDQ�EH�MXVWLILHG��VHHQ�LQ�UHODWLRQ�WR�WKH�RXWSXWV�DQG�WKHLU�XVHIXOQHVV��,W�KDV�QRW�EHHQ
SRVVLEOH�IRU�WKLV�HYDOXDWLRQ�WR�FROOHFW�GDWD�WKDW�ZRXOG�HQDEOH�XV�WR�DGHTXDWHO\�DVVHVV�FRVW�HIILFLHQF\�
7KH�SURJUHVV�UHSRUWV�SURGXFHG�E\�96+&�GR�QRW�SURYLGH�VXFK�LQIRUPDWLRQ��DQG�LQ�DQ\�HYHQW�LW�LV
YHU\�GLIILFXOW�WR�HVWDEOLVK�ZKDW�LV�DQ�DFFHSWDEOH�OHYHO�RI�FRVWV�IRU�DQDO\WLFDO�ZRUN�DQG�VNLOOV�GHYHORS�
PHQW��:KLOH�LW�LV�DFNQRZOHGJHG�WKDW�WKH�TXDOLW\�DQG�XVHIXOQHVV�RI�YDULRXV�UHSRUWV�DQG�WUDLQLQJ
HYHQWV�YDU\�FRQVLGHUDEO\��ZKLFK�KDYH�WR�EH�H[SHFWHG��WKHUH�LV�QR�HYLGHQFH�WR�VXJJHVW�WKDW�WKH�UHVXOWV
RI�+3$�FRXOG�KDYH�EHHQ�DFKLHYHG�RQ�D�VLJQLILFDQWO\�ORZHU�EXGJHW�

$�FRQFHUQ�ZLWK�+3$�+38�IRU�WKH�WLPH�EHLQJ�KDV�OHVV�WR�GR�ZLWK�WKH�LVVXH�RI�FRVW�HIILFLHQF\��DV�WKH
FDSDFLW\�WR�DGHTXDWHO\�IROORZ�XS�WKH�PDQ\�RXWSXWV�WKDW�FXUUHQWO\�DUH�EHLQJ�SURGXFHG��:H�ILQG�WKH
YROXPH�RI�DFWLYLW\�RI�+38�TXLWH�LPSUHVVLYH�IRU�D�VHW�XS�RI�WKLV�OLPLWHG�VL]H��$V�QRWHG�DERYH��WKHUH�LV
DOVR�D�JRRG�V\VWHP�RI�TXDOLW\�FRQWURO�RQ�VWXG\�UHSRUWV��7KHUH�LV�WKH�GDQJHU��KRZHYHU��WKDW�+38�LV
VWUHWFKLQJ�LWV�LQLWLDWLYHV�WRR�ZLGHO\��DQG�LWV�RZQ�FDSDFLW\�WR�IROORZ�XS�WRR�WKLQO\��7KLV�ZLOO�UHGXFH
WKH�SRWHQWLDO�LPSDFWV��DQG�KHQFH�FRVW�HIIHFWLYHQHVV��RI�LWV�ZRUN��7KLV�SRLQWV�DW�WKH�QHHG�WR�FRPELQH�WKH
PDQSRZHU�UHVRXUFHV�RI�+38�ZLWK�RWKHU�UHVRXUFHV�RI�0R+�WR�FUHDWH�D�ODUJHU�XQLW�DQG�DQ�HYHQ
VWURQJHU�WKLQN�WDQN�IRU�SROLF\�ZRUN�ZLWKLQ�WKH�0LQLVWU\�

2QH�ILQDO�UHIOHFWLRQ�RQ�WKH�LPSRUWDQFH�RI�96+&�IRU�WKH�SUHVHQW�GLUHFWLRQ�RI�KHDOWK�SROLFLHV�LQ
9LHWQDP��LI�WKLV�SROLF\�WXUQV�RXW�WR�EH�ZHOO�IXQFWLRQLQJ�IRU�WKH�SHRSOH�RI�9LHWQDP�²�WKH�FR�RSHUDWLYH
HIIRUW�FDQ�WDNH�FUHGLW�IURP�WKLV��,I�²�RQ�WKH�RWKHU�KDQG�²�LW�WXUQV�RXW�WR�EH�OHVV�ZHOO�IXQFWLRQLQJ��WKH
UDWKHU�XQLTXH�IRUP�RI�ELODWHUDO�FR�RSHUDWLRQ�PXVW�VKDUH�WKH�EODPH�IRU�GHILFLHQFLHV�LQ�WKH�SROLF\�
2QO\�WKH�IXWXUH�FDQ�WHOO�

,UUHVSHFWLYH�RI�ZKLFKHYHU�VFHQDULR�XQIROGV�WKHUH�DUH�VHYHUDO�LPSRUWDQW�OHVVRQV�WR�EH�OHDUQHG�IURP
WKH�ZRUN�RI�WKH�+HDOWK�3ROLF\�$UHD�

• ,W�LV�SRVVLEOH�WR�DFKLHYH�KHDOWK�SROLF\�GHYHORSPHQW�VXSSRUW�WKDW�LV�HIIHFWLYH��EXW�LW�WDNHV�D�ORQJ
WLPH��LW�GHPDQGV�SURIRXQG�VNLOOV�RQ�ERWK�VLGHV�DQG�LW�GHPDQGV�WUXVW�EHWZHHQ�WKH�LQYROYHG�SDUW�
QHUV�

• 7KH�V\VWHP�RI�VHOHFWLQJ�SROLF\�DUHDV�VKRZV�VRPH�ZHDNQHVVHV�WKDW�FRXOG�EH�FKDQJHG�E\�PHDQV�RI
D�PRUH�V\VWHPDWLF�DSSURDFK�DQG�E\�VHOHFWLQJ�D�EURDGHU�JURXS�RI�H[SHUWLVH�IURP�6ZHGHQ��RU
HOVHZKHUH��

• 7KH�UHODWLYH�IOH[LELOLW\�LQ�SURFHVVHV�IRU�SODQQLQJ�RI�WKH�+HDOWK�3ROLF\�$UHD�KDV�FRQWULEXWHG�WR�D
OHDUQLQJ�SURFHVV�WKDW�KDV�JRQH�RQ�ERWK�LQ�96+&�DQG�LQ�WKH�0LQLVWU\�RI�+HDOWK��%RWK�VHHP�WR
KDYH�´PDWXUHGµ�LQ�WKH�SURFHVV�

• 7KH�FRRUGLQDWLRQ�EHWZHHQ�6ZHGLVK�DLG�WKURXJK�6LGD�96+&�DQG�WKURXJK�6DUHF�KDV�EHHQ
UDWKHU�ORZ��7KHUH�LV�D�QHHG�WR�EXLOG�VWURQJHU�OLQNV�EHWZHHQ�WKH�SROLF\�ZRUN�RI�0R+�DQG�LQGH�
SHQGHQW�UHVHDUFK�LQ�WKH�DUHDV�RI�KHDOWK�V\VWHP�GHYHORSPHQW�DQG�KHDOWK�VHHN�EHKDYLRXU�

7KH�UHODWLYH�VXFFHVV�RI�WKH�ZRUN�LQ�+HDOWK�3ROLF\�$UHD�WDNHV�XV�LQWR�D�QHZ�VHW�RI�FKDOOHQJHV��QDPHO\
WR�GHDO�ZLWK�WKH�LPSOHPHQWDWLRQ�RI�WKH�SROLFLHV�WKDW�DUH�VRRQ�WR�EH�GHFLGHG�RQ�LQ�UHOHYDQW�9LHWQDP�
HVH�ERGLHV��:KHQ�LPSOHPHQWDWLRQ�RI�QHZ�SROLFLHV�EHFRPHV�WKH�PDLQ�FRQFHUQ�RI�0R+�WKH�IRFXV�RI�+3$
DQG�96+&�PD\�QHHG�WR�EH�FKDQJHG��2QH�RXWVWDQGLQJ�LVVXH�ZKHUH�+3$�FRXOG�EH�LQ�WKH�SRVLWLRQ�WR
FRQWULEXWH�LV�WKH�HDUOLHU�PHQWLRQHG�SUREOHP�RI�JRYHUQDQFH�
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,QVWLWXWLRQ�EXLOGLQJ�LQ�SURYLQFHV�DQG�ORFDO�OHYHOV�RI�WKH�KHDOWK�V\VWHP�ZLOO�EH�FUXFLDO�WR�LPSOHPHQWD�
WLRQ��,QFUHDVHG�FLYLF�LQYROYHPHQW�ZLWK�KHDOWK�PDWWHUV�ZLOO�DOVR�EH�LPSRUWDQW��$PRQJ�WKH�PDWWHUV
WKDW�PD\�WXUQ�RXW�WR�EH�RI�JUHDW�LPSRUWDQFH�LV�VXSSRUW�WR�ZRUN�ZLWK�SURIHVVLRQDO�HWKLFV�DQG�ZLWK
ERGLHV�WKDW�UHSUHVHQW�WKHVH�SURIHVVLRQV��)RU�96+&�WR�EHFRPH�DFWLYH�LQ�WKHVH�DUHDV�PD\�LPSO\
EULQJLQJ�LQ�PRUH�FRPSHWHQFH�LQ�HFRQRP\��SROLWLFDO�VFLHQFH�DQG�SXEOLF�DGPLQLVWUDWLRQ��DQG�EULQJLQJ
IRUZDUG�6ZHGLVK��DQG�LQWHUQDWLRQDO��H[SHULHQFHV�RQ�1*2�GHYHORSPHQW�DQG�UHJLRQDO�KHDOWK
DGPLQLVWUDWLRQ�

:H�DUH�QRW�DGYRFDWLQJ�WKDW�6ZHGHQ�VKRXOG�FRQWULEXWH�GLUHFWO\�LQ�WKH�RSHUDWLRQDO�DVSHFWV�RI�LPSOH�
PHQWDWLRQ��7KDW�SHULRG�LV�RYHU�
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�� 7YTTSVX�XS�(MWEHZERXEKIH�%VIEW

��� &EGOKVSYRH�ERH�GSRXI\X

/RRNLQJ�EDFN��WKH�PDLQ�FKDUDFWHU�RI�9LHWQDP·V�KHDOWK�QHWZRUN�ZDV�LWV�KLJK�OHYHO�RI�HTXLW\�DQG
RULHQWDWLRQ�WR�WKH�JUDVVURRWV�OHYHO��7KH�DSSURDFK�UHVWHG�RQ�WKH�PRELOLVDWLRQ�RI�GLIIHUHQW�UHVRXUFHV
IURP�DJULFXOWXUDO�FR�RSHUDWLYHV�DQG�WKH�KLJK�YROXQWDULVP�RI�9LHWQDPHVH�GXULQJ�WKH�UHYROXWLRQ�DQG
WKH�$PHULFDQ�ZDU��7KRVH�GLIILFXOW�\HDUV�DOVR�IRUPHG�D�ZD\�RI�WKLQNLQJ�DPRQJ�9LHWQDPHVH�YDOXLQJ
VRPHWKLQJ�E\�LWV�KDUGZDUH�SDUWV�²�WKH�EXLOGLQJ��WKH�PHGLFDO�HTXLSPHQW�LQVLGH�HWF���ZKLOH�WKH
VRIWZDUH�²�WKH�ZRUN�UHJXODWLRQV��WKH�NQRZ�KRZ�HWF���ZDV�RI�OHVV�LQWHUHVW�

:LWK�WKH�HFRQRPLF�UHIRUPV�DQG�WKH�QHZ�PDUNHW�FRQGLWLRQV��WKLV�KHDOWK�QHWZRUN�ZDV�QRW�VXVWDLQ�
DEOH��%\�WKH�HDUO\�����V��WKH�FRPPXQH�KHDOWK�VWDWLRQV��&+6���ZKLFK�KDG�EHHQ�UHVSRQVLEOH�IRU
SULPDU\�KHDOWK�FDUH�LQ�UXUDO�DUHDV��ZHUH�LQ�D�GHVSHUDWH�VLWXDWLRQ��KHDOWK�ZRUNHUV�GLG�QRW�UHFHLYH
VDODULHV�UHJXODUO\��DQG�EXLOGLQJV�ZHUH�LQ�D�SRRU�FRQGLWLRQ�DQG�ODFNHG�DGHTXDWH�IDFLOLWLHV��,Q�PRXQ�
WDLQ�DQG�UHPRWH�DUHDV�WKH�VLWXDWLRQ�ZDV�HYHQ�ZRUVH�GXH�WR�WKH�IDFW�WKDW�SHRSOH�DUH�SRRUHU�ZKLOH
SULFHV�IRU�GUXJV�DQG�VHUYLFHV�DUH�JHQHUDOO\�KLJKHU��GXH�WR�WUDQVSRUW�FRVWV���$OVR��PDQ\�TXDOLILHG
KHDOWK�ZRUNHUV��ZRUNLQJ�LQ�WKHVH�DUHDV�RQ�JRYHUQPHQW�WUDQVIHU��GHFLGHG�WR�OHDYH�IRU�PRUH�SURVSHU�
RXV�SODFHV��,W�ZDV�DOPRVW�LPSRVVLEOH�WR�DVN�QHZO\�JUDGXDWHG�GRFWRUV�WR�JR�WR�ZRUN�LQ�GLVDGYDQWDJHG
DUHDV��QRZ�WKDW�JRYHUQPHQW�QR�ORQJHU�WRRN�WDNH�FDUH�IRU�WKHLU�MRE��7KLV�ZDV�WKH�JHQHUDO�SLFWXUH�E\
WKH�HDUO\�����·V��7KH�6XSSRUW�WR�'LVDGYDQWDJHG�$UHDV��6'$��FDPH�RXW�RI�WKH�JHQHUDO�FRQFHUQ�IRU
ZHDN�DQG�GHWHULRUDWLQJ�SULPDU\�KHDOWK�FDUH�VHUYLFHV�LQ�VRPH�RI�9LHWQDP·V�SRRUHVW�UHJLRQV��DQG�WKH
KRPH�RI�VHYHUDO�HWKQLF�PLQRULWLHV�

3HRSOH�LQ�UHPRWH�DUHDV��DQG�HWKQLF�PLQRULWLHV�LQ�SDUWLFXODU��VXIIHU�IURP�ORZHU�DYHUDJH�OLIH�H[SHF�
WDQF\��KLJKHU�UDWHV�RI�SHULQDWDO�PRUWDOLW\��PDOQXWULWLRQ�DPRQJ�FKLOGUHQ�XQGHU�ILYH��LQIDQW�PRUWDOLW\�
XQGHU�ILYH�PRUWDOLW\��DV�ZHOO�DV�PDWHUQDO�PRUWDOLW\��FRPSDUHG�ZLWK�WKH�UHVW�RI�WKH�SRSXODWLRQ�
$OWKRXJK�VSHFLDO�DWWHQWLRQ�KDV�EHHQ�JLYHQ�WR�WKH�KHDOWK�FDUH�V\VWHP�LQ�PRXQWDLQRXV�DUHDV��LW�VWLOO
VXIIHUV�IURP�LQVXIILFLHQW�PDQSRZHU��HTXLSPHQW��GUXJV�DQG�EXLOGLQJV�

��� 3FNIGXMZIW�ERH�EGLMIZIQIRXW

7XEVXMRK�[MXL�E�JSGYW�SR�HIPMZIV]
7KH�FRQFHSWXDOLVDWLRQ�RI�6'$�LQ�WHUPV�RI�RYHUDOO�REMHFWLYHV�KDV�UHPDLQHG�PRUH�RU�OHVV�XQFKDQJHG
LQ�WKH�ILUVW������²����DQG�VHFRQG������²������SKDVH��ZKLOH�DW�WKH�OHYHO�RI�VWUDWHJ\�DQG�DFWLYLWLHV
WKHUH�KDYH�EHHQ�FRQVLGHUDEOH�DGMXVWPHQWV�RYHU�WKH�\HDUV�

$W�WKH�EHJLQQLQJ�6'$�ZDV�VHW�XS�ZLWK�WKH�IROORZLQJ�REMHFWLYHV�

• 7KH�LQHTXDOLWLHV�LQ�KHDOWK�VHUYLFHV�DQG�LQ�KHDOWK�VWDWXV�ZLOO�EH�UHGXFHG�E\�LPSURYLQJ�KHDOWK
VHUYLFHV�LQ�VHOHFWHG�GLVDGYDQWDJHG�DUHDV�

• +HDOWK�PDQDJHUV�LQ�GLVDGYDQWDJHG�DUHDV�ZLOO�KDYH�LQFUHDVHG�FRPSHWHQFH�ZLWK�UHVSHFW�WR
FDSDFLW\�WR�JHQHUDWH�DQG�DOORFDWH�ILQDQFLDO�UHVRXUFHV��PDQDJHPHQW�PHWKRGV��VXSSO\�DQG�UD�
WLRQDO�XVH�RI�GUXJV��DQG�DVVHVVPHQW�RI�WUDLQLQJ�QHHGV�IRU�KHDOWK�ZRUNHUV�

7KH������DJUHHPHQW�PDNHV�6'$�WKH�ODUJHVW�RI�WKH�VXSSRUW�DUHDV��RXWOLQLQJ�D�VWUDWHJ\�EDVHG
SULPDULO\�RQ�XSJUDGLQJ�LQIUDVWUXFWXUH��ZRUNLQJ�IDFLOLWLHV�DQG�WKH�DYDLODELOLW\�RI�GUXJV��7KLV�ZDV�VRRQ
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IRXQG�QRW�WR�EH�HIIHFWLYH��DQG�WKH�IRFXV�JUDGXDOO\�WXUQHG�WRZDUGV�PDQDJHPHQW��WHFKQLFDO�VXSSRUW
DQG�FDSDFLW\�EXLOGLQJ��7KLV�VKLIW�LPSOLHG�UHGXFHG�ILQDQFLDO�RXWOD\V��ZKLFK�OHG�WR�DQ�DUJXPHQW�IRU
H[SDQGLQJ�WKH�RXWUHDFK�RI�WKH�SURMHFW��2ULJLQDOO\����PRXQWDLQRXV�GLVWULFWV�LQ�WKH�ILYH�SURYLQFHV
�4XDQJ�1LQK��+D�*LDQJ��/DR�&DL��7X\HQ�4XDQJ��DQG�3KX�7KR��ZKHUH�6LGD�KDG�EHHQ�LQYROYHG�IRU
VRPH�WLPH��LQ�KHDOWK�DQG�IRUHVWU\��ZHUH�LQFOXGHG��,Q������DQRWKHU�IRXU�GLVWULFWV�ZHUH�DGGHG��:LWKLQ
WKH����GLVWULFWV�WKHUH�DUH�DV�PDQ\�DV�����FRPPXQHV�DQG������YLOODJHV�WR�EH�VHUYHG��0RVW�RI�WKH����
FRPPXQHV�EHORQJ�WR�WKH������FRPPXQHV�FODVVLILHG�DV�EHLQJ�WKH�SRRUHVW�FRPPXQHV�LQ�WKH�FRXQWU\�
,Q�HDFK�SURYLQFH�RQH�GLVWULFW�ZDV�VHOHFWHG�IRU�SLORW�DFWLYLWLHV�

7KH�EXGJHW�IUDPH�IRU�6'$�ZDV�6(.������PLOOLRQ��ZKLFK�ZDV�PRUH�WKDQ�WZLFH�WKH�DPRXQW�DOOR�
FDWHG�WR�DQ\�RWKHU�$UHD�RI�VXSSRUW��EXW�DFWXDO�H[SHQGLWXUH�GXULQJ�WKH�DJUHHPHQW�SHULRG������WR
�����ZDV�QRW�PRUH�WKDQ�6(.������PLOOLRQ�

��TVSFPIQW�ERH���GSQTSRIRXW
7KH�ILUVW�DQQXDO�SODQV��$32V��ZHUH�GHYHORSHG�RQ�WKH�EDVLV�RI�DQ�DQDO\VLV��ZKLFK�KDG�LGHQWLILHG�VL[
PDLQ�SUREOHPV��HDFK�RI�WKHP�OHDGLQJ�WR�WKH�LGHQWLILFDWLRQ�RI�DQ�LQWHJUDWHG�VHW�RI�DFWLYLWLHV�²�FDOOHG
´FRPSRQHQWVµ��LQ�WKH�96+&�,,�DJUHHPHQW�LW�ZDV�GHFLGHG�WR�PHUJH�FRPSRQHQW���DQG���EHORZ��
8QIRUWXQDWHO\��WKHVH�FRPSRQHQWV�WHQGHG�WR�WDNH�WKH�VKDSH�RI�VXE�SURMHFWV��ZKLFK�KDG�QRW�EHHQ�WKH
LQWHQWLRQ��PDNLQJ�DQ�LQWHJUDWHG�GLVWULFW�OHYHO�DSSURDFK�PRUH�GLIILFXOW��1HYHUWKHOHVV��6'$�FDQ
GRFXPHQW�DQ�LPSUHVVLYH�OLVW�RI�GLVFUHWH�DFWLYLWLHV�LQ�WKH�����²���SHULRG�

&RPSRQHQW��
3UREOHP��,QVXIILFLHQW�NQRZOHGJH�DERXW�WKH�KHDOWK�QHHGV�RI�WKH�FRPPXQLWLHV��HVSHFLDOO\�WKH�HWKQLF
PLQRULWLHV�

$SSURDFK��0RELOLVLQJ�WKH�FRPPXQLW\�DQG�GLIIHUHQW�VHFWRUV�WR�VSHFLI\�QHHGV��SODQ�WKH�LQWHUYHQWLRQ�DQG
FDUU\�RXW�KHDOWK�DFWLYLWLHV�WR�VROYH�WKH�KHDOWK�SUREOHPV�

0DLQ�DFKLHYHPHQWV��7KH�ILUVW�DWWHPSW�WR�FDUU\�RXW�D�SDUWLFLSDWRU\�VXUYH\�RI�KHDOWK�FRQGLWLRQV�ZDV
PDGH�LQ������E\�VWDII�IURP�+DQRL�0HGLFDO�6FKRRO��:LWK�WKH�DVVLVWDQFH�IURP�3KLOLSSLQH�H[SHUWV�RQ
3DUWLFLSDWRU\�5XUDO�$SSUDLVDO��35$��6'$�WUDLQHG�D�FRUH�JURXS�RI�35$�WUDLQHUV��DERXW����SHRSOH��
$V�RI�-XQH�����������SHUVRQV�DW�FRPPXQH�OHYHO�DQG�����SHUVRQV�DW�GLVWULFW�OHYHO�KDG�EHHQ�WUDLQHG
LQ�WKH�35$�PHWKRG�²�LQFOXGLQJ�QHHGV�DVVHVVPHQW�DQG�SODQQLQJ��7KHVH�ZHUH�QRW�RQO\�KHDOWK�VWDII
EXW�DOVR�FDGUHV�IURP�WKH�SROLWLFDO�DXWKRULWLHV�²�:RPHQ·V�8QLRQV��)DUPHUV·�8QLRQV��<RXWK�8QLRQV
DQG�RWKHU�PDVV�RUJDQLVDWLRQV�DQG�VHFWRUV��,Q�D�IHZ�FRPPXQHV��3HRSOH·V�&RPPLWWHHV�DIWHU�WKH
WUDLQLQJ�GHFODUHG�WKH�35$�DSSURDFK�WR�EH�LQ�OLQH�ZLWK�RIILFLDO�SROLFLHV�DQG�VWDWHG�WKDW�LW�ZRXOG�EH
DSSOLHG�DV�D�PHWKRG�LQ�WKHLU�IXWXUH�SODQQLQJ��7KH�UHVXOWV�RI�WKH�ILUVW�YLOODJH�LQWHUYHQWLRQ�SODQV�
KRZHYHU��VHHP�QRW�WR�KDYH�EHHQ�SURSHUO\�PRQLWRUHG��DQG�LW�LV�QRW�NQRZQ�ZKHWKHU�WKHUH�KDV�EHHQ
ORQJHU�WHUP�LPSDFWV�LQ�WHUPV�RI�YLOODJH�OHYHO�PRELOLVDWLRQ�

&RPSRQHQW��
3UREOHP��7KH�PDQDJHPHQW�RI�KHDOWK�VHUYLFHV�DW�SURYLQFLDO��GLVWULFW�DQG�FRPPXQH�OHYHO�LV�YHU\�ZHHN�
,W�LV�HVSHFLDOO\�WUXH�IRU�ILQDQFLDO�PDQDJHPHQW�

$SSURDFK��,PSURYLQJ�PDQDJHPHQW�FDSDFLW\�LQ�SODQQLQJ��ILQDQFLDO�DQG�SHUVRQQHO�PDQDJHPHQW�RI
KHDOWK�VWDII�DW�SURYLQFH��GLVWULFW�DQG�FRPPXQH�OHYHO�

0DLQ�DFKLHYHPHQWV��,Q�HDFK�SURYLQFH����KHDOWK�PDQDJHUV��DERXW�����PDQDJHUV�LQ�WRWDO��DQG�DW�GLVWULFW
OHYHO����PDQDJHUV��DERXW�����LQ�WRWDO��ZHUH�UHJXODUO\�WUDLQHG��(DFK�SURYLQFH�KDV�D�FRUH�JURXS�RI��
NH\�WUDLQHUV�VSHFLDOLVLQJ�LQ�PDQDJHPHQW�DQG�VXSHUYLVLRQ�WUDLQLQJ��DQG�WUDLQHG�LQ�WHDFKLQJ�PHWKRGV�
7UDLQLQJ�PDWHULDO�IRU�SODQQLQJ��PRQLWRULQJ�DQG�HYDOXDWLRQ�ZHUH�GHYHORSHG�
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&RPSRQHQW��
3UREOHP��7KHUH�LV�D�ODFN�RI�EDVLF�HTXLSPHQW�DQG�GUXJV�DW�GLVWULFW�DQG�FRPPXQH�OHYHOV��7KH�KHDOWK
IDFLOLWLHV�DUH�SRRU�

$SSURDFK��8SJUDGLQJ�EXLOGLQJV��SURYLGLQJ�PHGLFDO�DQG�QRQ�PHGLFDO�HTXLSPHQW�DQG�UHYROYLQJ�GUXJ
IXQGV��5')��WR�HQVXUH�DFFHVVLELOLW\�WR�HVVHQWLDO�GUXJV�

0DLQ�DFKLHYHPHQWV��6'$�SURYLGHG�PHGLFDO�HTXLSPHQW�IRU�RSHUDWLQJ�WKHDWUHV��GHOLYHU\�URRPV�DQG
LQWHQVLYH�FDUH�XQLWV�LQ�DOO����GLVWULFW�KRVSLWDO��DV�ZHOO�DV�QRQ�PHGLFDO�HTXLSPHQW��DLU�FRQGLWLRQHU�
EHG��PRWRUF\FOH������RXW�RI����RSHUDWLQJ�WKHDWUHV�DQG�HPHUJHQF\�URRPV�KDYH�EHHQ�XSJUDGHG��7KH
QXPEHU�RI�RSHUDWLRQV�DFURVV�DOO�GLVWULFW�KRVSLWDOV�GRXEOHG�GXULQJ�WKH�SHULRG��IURP�����LQ������WR
�����LQ������

$W�FRPPXQH�OHYHO��LQYROYLQJ�����FRPPXQHV������RI�WKH�&+6V�KDYH�EHHQ�XSJUDGHG������UHFHLYHG
LPSURYHG�VDQLWDU\�IDFLOLWLHV�DQG�����JRW�LPSURYHG�ZDWHU�VXSSO\��7KLV�UHSUHVHQWV�FORVH�WR������RI
WKH�WDUJHWV�VHW�IRU�XSJUDGLQJ�DQG�VXSSO\�RI�HTXLSPHQW��EDVHG�RQ�LQGLYLGXDO�QHHGV�DVVHVVPHQW�RI�WKH
KHDOWK�XQLW���7KHVH�RXWSXW�UHODWHG�DFKLHYHPHQWV�QRWZLWKVWDQGLQJ��WKLV�FRPSRQHQW�DOVR�FOHDUO\
UHYHDOHG�ZHDNQHVVHV�RI�WKH�V\VWHP��DQG�GHPRQVWUDWHG�WKH�LPSRUWDQFH�RI�SURSHU�LGHQWLILFDWLRQ�RI
QHHGV��VWULFW�PRQLWRULQJ�DQG�FRRUGLQDWLRQ�DPRQJ�GRQRUV�WR�DYRLG�GXSOLFDWLRQV��LQDSSURSULDWH
HTXLSPHQW��DQG�PLVXVH�RI�IXQGV��$�VSHFLDO�VWXG\�FRQGXFWHG�E\�(PLOLR�%DJDUHOOD�FRQILUPHG�PDQ\
RI�WKHVH�SUREOHPV�

5HYROYLQJ�GUXJ�IXQGV��5')��KDYH�EHHQ�HVWDEOLVKHG�LQ�����FRPPXQHV��DQG�LW�LV�UHSRUWHG�WKDW����
RI�5')V�DUH�PDLQWDLQLQJ�RU�LQFUHDVLQJ�WKHLU�RULJLQDO�YDOXH��$�JXLGHOLQH�RQ�5')�PDQDJHPHQW�ZDV
LVVXHG��,W�UHPDLQV�D�FRQFHUQ��KRZHYHU��WR�PDNH�SRRU�SHRSOH�EHQHILW�IURP�5')V�

2Q�DYHUDJH��GXULQJ�WKHVH�ILYH�\HDUV��WKH�QXPEHU�RI�SDWLHQWV�GRXEOHG�DW�WKH�&+6V�VXSSRUWHG�E\
6'$��DQG�WKH�QXPEHU�RI�GHOLYHULHV�DW�WKH�&+6V�LQFUHDVHG�E\������7KH�SLFWXUH��KRZHYHU��LV�YHU\
PL[HG��GHSHQGLQJ��QRW�OHDVW��RQ�WKH�GLVWDQFH�SHRSOH�KDYH�WR�WUDYHO��WKH�DWWLWXGHV�RI�WKH�GRFWRUV��DQG
WKH�GHJUHH�RI�LQYROYHPHQW�RI�WUDGLWLRQDO�PLGZLYHV��,Q�VRPH�GLVWULFWV�WKH�QXPEHU�RI�SDWLHQWV�GH�
FUHDVHG��L�H��%DFKH��+RDQKER�DQG�%LQKOLHX�GLVWULFWV�LQ�4XDQJ�1LQK�SURYLQFH��

&RPSRQHQW��
3UREOHP��7KH�QXPEHU�RI�KHDOWK�VWDII�LV�LQVXIILFLHQW�DW�YLOODJH�DQG�FRPPXQH�OHYHO�DQG�WKH�KHDOWK�VWDII
LV�RIWHQ�LQDGHTXDWHO\�WUDLQHG�

$SSURDFK��7UDLQLQJ�DQG�EXLOGLQJ�YLOODJH�KHDOWK�ZRUNHU·V��9+:��QHWZRUN��SURYLGLQJ�SURIHVVLRQDO
WUDLQLQJ�WR�KHDOWK�VWDII�DW�GLVWULFW�DQG�FRPPXQH�OHYHO�

0DLQ�DFKLHYHPHQWV��$OO�6'$�VXSSRUWHG�GLVWULFWV�KDYH�HVWDEOLVKHG�GLVWULFW�WUDLQLQJ�JURXSV��LQYROYLQJ
����SHUVRQV�LQ�WRWDO��ZKR�KDYH�SDVVHG�FRXUVHV�LQ�WHDFKLQJ�PHWKRGV��9+:�FXUULFXOXP�DQG�9+:
VXSHUYLVLRQ��7KHUH�DUH�DOVR�WUDLQHUV�DW�WKH�SURYLQFLDO�OHYHO�����LQ�DOO���DQG�VXUJLFDO�WHDPV��IURP���
GLVWULFW�KRVSLWDOV��KDYH�REWDLQHG�UHIUHVKHU�WUDLQLQJ�DQG�LQVWUXFWLRQV�RQ�KRZ�WR�XVH�XSJUDGHG�WKHDWUHV
DQG�HTXLSPHQW��'XULQJ�WKH�SHULRG��VRPH������9+:V�KDYH�EHHQ�WUDLQHG��RI�ZKLFK�DERXW����
IROORZHG�WKH�6'$�PRGHO�

7KH�ODWWHU�LQYROYHV�XVLQJ�D�QHZ�FXUULFXOXP�WKDW�JLYHV�D�EHWWHU�LQWURGXFWLRQ�WR�WKH�KHDOWK�VLWXDWLRQ
DQG�WKH�FXOWXUH�RI�PRXQWDLQRXV�FRPPXQLWLHV������RI�9+:V�WUDLQHG�DUH�ZRPHQ��DQG�6'$�KDV�DOVR
GHYHORSHG�PHWKRGV�DQG�PDWHULDOV�WR�WUDLQ�IHPDOH��LOOLWHUDWH�YLOODJH�KHDOWK�LQIRUPHUV�
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&RPSRQHQW��
3UREOHP��7KH�KHDOWK�QHWZRUN��HVSHFLDOO\�VXSHUYLVLRQ�LV�YHU\�ZHHN�DQG�LQVXIILFLHQW�DW�DOO�OHYHO�

$SSURDFK��&RQVROLGDWLQJ�DQ�LQWHJUDWHG�VXSHUYLVLRQ�V\VWHP�IURP�GLVWULFW�WR�FRPPXQH�DQG�FRPPXQH
WR�YLOODJH�OHYHO�

0DLQ�DFKLHYHPHQWV��'LVWULFW�VXSHUYLVRU\�WHDPV�KDYH�EHHQ�IRUPHG�DQG�WUDLQHG�LQ�LQWHJUDWHG�VXSHUYLVRU\
VNLOOV��7KH�DSSOLFDWLRQ�RI�WKHVH�VNLOOV�LV�DW�SUHVHQW�PRUH�RI�D�FRQWUROOLQJ�QDWXUH�ZKLOH�WKH�DLP�LV�WR
FKDQJH�WR�D�PRUH�VXSSRUWLYH�DWWLWXGH��ZKLFK�LV�DQ�RQJRLQJ�SURFHVV��6'$�KDV�DOVR�WUDLQHG�KHDOWK
VWDII�DW�FRPPXQH�OHYHO��FRYHULQJ�����RI�WKH�FRPPXQHV�LQ�WKH�WDUJHW�GLVWULFWV��LQ�9+:�VXSHUYLVLRQ
DQG�WKH�IRUPXODWLRQ�RI�VXSHUYLVLRQ�URXWLQHV�

&RPSRQHQW��
3UREOHP��7KH�SUHYDOHQFH�RI�PDODULD��$5,��LQIHFWLRQ��J\QDHFRORJ\�DQG�PDOQXWULWLRQ�ZHUH�KLJK�

$SSURDFK��3URYLGLQJ�GLUHFW�LQWHUYHQWLRQ�LQ�VRPH�SULRULWLVHG�DUHDV�VXFK�DV�$5,��SDUDVLWHV��PDOQXWUL�
WLRQ��J\QDHFRORJLFDO�SUREOHPV��WXEHUFXORVLV��JRLWUH��PDODULD��EXW�DOVR�FOHDQ�ZDWHU�DQG�HQYLURQPHQWDO
K\JLHQH�

0DLQ�DFKLHYHPHQWV��6'$�KDG�SURYLGHG��������LPSUHJQDWHG�PRVTXLWR�QHW�LQ�DUHDV�ZLWK�PDODULD
RXWEUHDNV���������GRVHV�RI�DQ�DQWL�JRLWUH�GUXJ�DV�ZHOO�VXSSRUWHG�IRU�FRQVWUXFWLQJ������ODWULQHV�
ILQDQFHG�LPSURYHG�ZDWHU�VXSSO\�LQ�VHOHFWHG�GLVWULFWV��SDUWLFLSDWHG�LQ�WKH�PDOQXWULWLRQ�SURJUDP�DQG
LQYROYHG�LQ�RWKHU�KHDOWK�SURJUDPV�

8LI�QEOMRK�SJ�7(%�E�QSHIP��E�QSHIP�JSV�[LEX#
2QH�VLJQLILFDQW�IHDWXUH�RI�WKH�KLVWRU\�RI�6'$�LV�WKH�JUDGXDO�FRQFHSWXDOLVDWLRQ�RI�6'$�DV�D�SDUWLFX�
ODU�PRGHO��%RWK�LQ�WKH�5HVXOWV�$QDO\VLV�5HSRUW�IRU�����²�����DQG�LQ�WKH������5HYLHZ�RI�6'$��LW�LV�VWDWHG
WKDW�WKH�SHULRG�����²�����VDZ�´WKH�ELUWK�RI�WKH�6'$�PRGHO�DQG�WKH�ILUVW�GHYHORSPHQW�DQG�WHVWLQJ�RI�WKH�PRGHOµ�

7XUQLQJ�6'$�LQWR�D�PRGHO�IRU�KHDOWK�SODQQLQJ�FDPH�DV�D�UHVSRQVH�WR�WKH�SUREOHPV�RI�WKH�GLVWULFWV�DW
WKH�WLPH�QRW�EHLQJ�DEOH�WR�GHYHORS�LQWHUYHQWLRQV�IRU�LPSURYHG�KHDOWK�VHUYLFHV�UHDFKLQJ�WKH�YLOODJH
OHYHO��/LNHZLVH��WKH�SURYLQFHV�ZKHQ�WDNLQJ�RYHU�WKH�LQLWLDWLYH�IURP�WKH�GLVWULFWV�IRFXVHG�PDLQO\�RQ
SK\VLFDO�XSJUDGLQJ�RI�KHDOWK�IDFLOLWLHV��$W�WKLV�VWDJH��LGHDV�RQ�KRZ�WR�UHDFK�WKH�PRVW�SRRU�DQG
YXOQHUDEOH�SHRSOH�ZHUH�IRUPXODWHG�ZLWK�WKH�DLP�WR�ILQG�D�PRGHO�IRU�QHHGV�EDVHG�KHDOWK�FDUH�LQ�WKH
PRVW�GLVDGYDQWDJHG�DUHDV��,Q�-XQH������0R+�DQG�6LGD�DJUHHG�WKDW�6'$�VKRXOG�ZRUN�WR�WKLV�HIIHFW�

7KH�DSSURDFK�RXWOLQHV�WKUHH�LPSOHPHQWDWLRQ�SKDVHV��7KH�ILUVW�SKDVH�ZDV�WR�IRFXV�RQ�VWUHQJWKHQLQJ�WKH
KHDOWK�QHWZRUN��FRPSRQHQW��²���DQG�WKH�VHFRQG�SKDVH�ZDV�WR�IRFXV�RQ�GLVHDVH�PDQDJHPHQW�DQG�SXEOLF
KHDOWK�DFWLYLWLHV�DW�GLVWULFW�DQG�YLOODJH�OHYHO��FRPSRQHQW�����7KH�WKLUG�SKDVH��DVVXPHG�WR�WDNH�SODFH�LQ�D
IROORZ�XS�DJUHHPHQW��ZRXOG�GHYHORS�WKH�PRGHO�DSSURDFK�IRU�LPSURYHG�KHDOWK�LQ�D�GLVWULFW�DQG�HQVXUH�FRQWLQXD�
WLRQ�RI�WKH�VXSSRUW�WR�FRQWURO�SULRULW\�KHDOWK�SUREOHPV��,W�LV�DOVR�EHLQJ�VXJJHVWHG�WR�GHYHORS�DQ�LQWHJUDWHG
DSSURDFK�OLQNLQJ�XS�ZLWK�WKH�6LGD�IXQGHG�0RXQWDLQ�5XUDO�'HYHORSPHQW�3URJUDPPH��05'3��

$OWKRXJK�WKH�LGHD�RI�6'$�DV�D�PRGHO�IRU�KHDOWK�GHYHORSPHQW�DW�GLVWULFW�OHYHO�LV�UHSHDWHGO\�VWDWHG�LQ
SURMHFW�GRFXPHQWV��ZH�REVHUYH�WKDW�WKHUH�VHHPV�QRW�WR�EH�D�FRPPRQ�XQGHUVWDQGLQJ�DPRQJ
LPSOHPHQWHUV�DW�GLIIHUHQW�OHYHOV�RI�ZKDW�H[DFWO\�GHILQHV�WKH�6'$�PRGHO��DQG�ZKDW�FRQVWLWXWHV�WKH
SURFHVV�RI�PRGHO�GHYHORSPHQW�

,W�LV�QRW�PDGH�TXLWH�FOHDU�ZKHWKHU�6'$�LV�
• $Q�H[SHULPHQWDO�SURMHFW�DLPLQJ�WR�WU\�RXW�QHZ�LGHDV�LQ�RUGHU�WR�ILQG�D�UHOHYDQW�PRGHO��RU�PRGHOV�

IRU�KHDOWK�GHYHORSPHQW�LQ�GLVDGYDQWDJHG�DUHDV�

• 2U�D�SURMHFW�IRU�WHVWLQJ�D�PRGHO�WKDW�KDV�DOUHDG\�EHHQ�ZRUNHG�RXW�²�D�SLORW�SURMHFW�RI�VRPH�VRUW�
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• 2U�DOUHDG\�D�SURMHFW�IRU�LPSOHPHQWLQJ�D�PRGHO�WKDW�LV�WHVWHG��ZLWKLQ�WKH�ZLGHVW�FRYHUDJH�SRVVLEOH�
JLYHQ�WKH�ILQDQFLDO�DQG�PDQSRZHU�UHVRXUFHV�DYDLODEOH�

:KLOH�6'$�ZDV�GHVFULEHG�E\�VRPH�LPSOHPHQWHUV�DV�DQ�H[SHULPHQWDO�SURMHFW��DW�WKH�VDPH�WLPH�WKLV
VHHPV�QRW�WR�EH�UHIOHFWHG�LQ�WKH�ZD\�$32V�DUH�GHYHORSHG��7KH\�GHVFULEH�DFWLYLWLHV�DQG�EXGJHWV�LQ
JUHDW�GHWDLO��ZKLFK�VHHPV�QRW�WR�OHDYH�PXFK�URRP�IRU�LQQRYDWLYH�SURFHVVHV��)XUWKHUPRUH��WKH
3URMHFW�'RFXPHQW�IRU�WKH�FXUUHQW�SHULRG�KDV�QRW�IRUPXODWHG�DQ\�REMHFWLYHV��DQG�DVVRFLDWHG�LQGLFD�
WRUV��UHODWHG�WR�PRGHO�GHYHORSPHQW�

7KH�LQWHQWLRQ�LQ�WKH�H[SHULPHQWDO�PRGHO�IRUPXODWHG�LQ������ZDV�WKDW�WKH�ILYH�FRPSRQHQWV�ZHUH�WR
EH�YLHZHG�DV�DQ�LQWHJUDWHG�SURJUDPPH�DQG�QRW�DV�VHSDUDWH�HQWLWLHV��+RZHYHU��WKH�FRPSRQHQWV�ZHUH
LPSOHPHQWHG�DW�GLIIHUHQW�SRLQWV�LQ�WLPH�DQG�WKH�VHTXHQFLQJ�RI�FRPSRQHQWV�LQ�SUDFWLFH�VHHPHG�WR
GHYLDWH�IURP�WKH�EDVLF�ORJLF�RI�WKH�PRGHO��7KH�GLUHFWLRQ�RI�PRVW�RI�WKH�FRPSRQHQWV�GHSHQG�RQ�WKH
RXWFRPH�RI�WKH�QHHGV�LGHQWLILFDWLRQ�FRPSRQHQW��EXW�GXH�WR�WKLV�EHLQJ�D�YHU\�ELJ�DQG�WLPH�FRQVXP�
LQJ�XQGHUWDNLQJ�WKLV�FRPSRQHQW�WHQGV�WR�EH�ODJJLQJ�EHKLQG�

7KLV�PD\�QRW�EH�D�VHULRXV�SUREOHP�LQ�UHDOLW\��EXW�GRHV�TXHVWLRQ�WKH�XVHIXOQHVV�RI�FRQFHSWXDOLVLQJ�WKH
6'$�LQ�LWV�WRWDOLW\�DV�DQ�LQWHJUDWHG�PRGHO��0D\EH�D�PRUH�XVHIXO�DSSURDFK��DV�VXJJHVWHG�E\�VRPH��LV
WR�FRQVLGHU�6'$�DV�D�IUDPHZRUN�IRU�VHYHUDO�NLQGV�RI�PRGHO�GHYHORSPHQW��PRGHO�SLORWLQJ��DQG�HYHQ
PRGHO�UHSOLFDWLRQ�DQG�GLVVHPLQDWLRQ�

7KH�LGHD�LV�WR�PDNH�WKH�GLVWULFWV�UHVSRQVLEOH�IRU�WKH�ZRUN��ZLWK�WKH�SURYLQFHV�DQG�WKH�$0*�WDNLQJ�D
FR�RUGLQDWLQJ��PRQLWRULQJ�DQG�VXSHUYLVRU\�UROH��,Q�WKH�96+&�,,�DJUHHPHQW������²������DFWLYLWLHV
KDYH�EHHQ�UHFODVVLILHG�LQWR�WZR��DV�RSSRVHG�WR�ILYH��FRPSRQHQWV��DQG�LQYROYH�D�SODQQLQJ�DQG�LPSOH�
PHQWDWLRQ�SURFHVV�ZLWK�WKH�IROORZLQJ�PDLQ�VWHSV�

• &ROOHFW�VHFRQGDU\�GDWD
• 6HOHFW�FRPPXQHV�DQG�YLOODJHV�EDVHG�RQ�WKH�GDWD
• 'R�SDUWLFLSDWRU\�QHHGV�DVVHVVPHQWV�DQG�GHYHORS�YLOODJH�FRPPXQH�KHDOWK�SODQV
• 'HYHORS�GLVWULFW�KHDOWK�GHYHORSPHQW�SODQV��IRU�XVH�RI�6'$�IXQGV�
• 7UDLQ�DQG�SUHSDUH�GLVWULFW�KHDOWK�VWDII�WR�LPSOHPHQW�WKH�KHDOWK�GHYHORSPHQW�SODQ
• ,PSOHPHQWDWLRQ�RI�SODQV�DW�GLVWULFW��FRPPXQH�DQG�YLOODJH�OHYHOV

,W�LV��RI�FRXUVH��WRR�HDUO\�WR�HYDOXDWH�WKH�SURJUHVV�RI�PRGHO�GHYHORSPHQW�LQ�WKH�96+&�,,�SKDVH��EXW
LW�LV�HYLGHQW�WKDW�WKH�ODFN�RI�D�FRPPRQ�XQGHUVWDQGLQJ�DPRQJ�NH\�VWDNHKROGHUV�DERXW�WKH�QDWXUH�RI
WKH�6'$�PRGHO�ZLOO�KDPSHU�WKLV�GLPHQVLRQ�RI�WKH�SURJUDPPH�

4VSNIGX�SVKERMWEXMSR��JSV�I\TIVMQIRXEXMSR�SV�VITPMGEXMSR#
$OWKRXJK�6'$�LV�DOVR�UHIHUUHG�WR�DV�DQ�DUHD�LQ�WKH�96+&�WHUPLQRORJ\��LW�LV�RUJDQLVHG�DV�D�VSHFLDO
SURMHFW�RQO\�ORRVHO\�DWWDFKHG�WR�WKH�SHUPDQHQW�0R+�VWUXFWXUH��)RUPDOO\�6'$�ZDV�OLQNHG�WR�WKH
'HSDUWPHQW�RI�3ODQQLQJ�IURP������WR�������DQG�WKHUHDIWHU�WR�WKH�'HSDUWPHQW�RI�2UJDQLVDWLRQ�DQG
0DQSRZHU��EXW�LPSOHPHQWDWLRQ�WDNHV�SODFH�ZLWKLQ�D�WLJKWO\�NQLW�SURMHFW�RUJDQLVDWLRQ�FRPSULVLQJ
WKUHH�OHYHOV��7RGD\��WKLV�LQYROYHV�DW�FHQWUDO�OHYHO�WKH�$UHD�0DQDJHPHQW�*URXS��$0*��UHVSRQVLEOH
IRU�JHQHUDO�PDQDJHPHQW��LQFOXGLQJ�RYHUDOO�SODQQLQJ�DQG�PRQLWRULQJ��DQG�WR�SURYLGH�WHFKQLFDO�LQSXW
IRU�FDSDFLW\�EXLOGLQJ�DFWLYLWLHV��$W�SURYLQFH�OHYHO�WKH�3URYLQFH�0DQDJHPHQW�*URXS��30*��KDV
PDLQO\�D�VXSHUYLVRU\�UROH�YLV�j�YLV�WKH�GLVWULFWV��7KH�'LVWULFW�0DQDJHPHQW�*URXS��'0*��KDV�WKH
SODQQLQJ��FRRUGLQDWLQJ�DQG�ILQDQFLDO�UHVSRQVLELOLW\�IRU�ORFDO�OHYHO�DFWLYLWLHV�

$�V\VWHP�IRU�GLUHFW�GLVEXUVHPHQW�IURP�FHQWUDO�OHYHO��L�H��308��WR�'0*�ZDV�LQWURGXFHG�LQ������
7KH�VWURQJ�UROH�RI�308�DQG�WKH�SDUWO\�E\SDVVLQJ�RI�WKH�30*�DUH�IHDWXUHV�RI�6'$�WKDW�UDLVH
TXHVWLRQV��7KLV�LV�SUREDEO\�MXVWLILHG�DV�D�PHDQV�WR�IDFLOLWDWH�H[SHULPHQWV�LQ�SXEOLF�VHFWRU�UHIRUP�DW
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WKH�ORFDO�OHYHO�E\�HPSRZHULQJ�WKH�GLVWULFWV��EXW�LW�UDLVHV�D�TXHVWLRQ�DERXW�WKH�IXWXUH�UROH�RI�WKH
SURYLQFHV�LQ�D�PRGHO�IRU�QHHGV�EDVHG�KHDOWK�FDUH��DQG�LV�SUREOHPDWLF�LI�WKH�VHW�XS�LV�D�FKDUDFWHULVWLF
RI�6'$�DV�D�PRGHO��7KLV�IRUP�RI�RUJDQLVDWLRQ�FDQQRW�EH�UHSOLFDWHG�LQ�D�ODUJH�VFDOH�

��� 0IWWSRW�SR�MRWXMXYXMSREP�HIZIPSTQIRX

6'$�LV�IRFXVHG�RQ�VWUHQJWKHQLQJ�WKH�KHDOWK�QHWZRUN��LQ�SDUWLFXODU�IURP�WKH�GLVWULFW�OHYHO�GRZQ�WR
WKH�FDGUH�RI�YLOODJH�KHDOWK�ZRUNHUV��$V�QRWHG�DERYH��ZKLOH�LPSURYHPHQWV�LQ�VHUYLFH�GHOLYHU\�KDYH
EHHQ�UHFRUGHG��LW�LV�RI�FRXUVH�GLIILFXOW�WR�DWWULEXWH�HIIHFWV�RI�6'$�WR�FKDQJHV�LQ�SHRSOH·V�KHDOWK
VWDWXV��2I�JUHDWHU�LPSRUWDQFH�DW�WKLV�VWDJH�RI�WKH�SURMHFW��LV�WR�LGHQWLI\�LPSRUWDQW�OHVVRQV�PDGH�ZLWK
UHVSHFW�WR�LPSURYHPHQWV�LQ�WKH�ZD\�RI�ZRUNLQJ�RI�GLVWULFW�DQG�FRPPXQH�KHDOWK�VWDII��'RHV�6'$
UHSUHVHQW�D�XVHIXO�PRGHO�IRU�LQVWLWXWLRQDO�GHYHORSPHQW�DW�WKLV�OHYHO"�:LOO�WKH�PRGHO�LPSURYH�WKH
DELOLW\�WR�FKDQJH��WR�EHWWHU�UHVSRQG�WR�WKH�QHHGV�RI�VRFLHW\�²�RI�YLOODJHUV�DQG�ORFDO�KHDOWK�ZRUNHUV�
DQG�QRW�WKH�QHHGV�RI�WKRVH�ZKR�DUH�UXQQLQJ�WKH�JRYHUQPHQW�DSSDUDWXV"

1EREKIQIRX��MRHMZMHYEP�GSQTIXIRGI�MQTVSZIH��FYX�MRWXMXYXMSREP�GETEGMX]�PIWW�IZMHIRX
7KH�EXLOGLQJ�RI�PDQDJHPHQW�FDSDFLW\�LV�WKH�VHFRQG�LPSRUWDQW�DVSHFW�RI�6'$��QH[W�WR�QHHGV�EDVHG
SODQQLQJ��VHH�EHORZ���,W�LV�D�FRPPRQ�SUREOHP�WKDW�9LHWQDPHVH�KHDOWK�RIILFHUV�KDYH�OLWWOH�NQRZOHGJH
RQ�PDQDJHPHQW��,Q�PHGLFDO�FROOHJHV�PDQDJHPHQW�LV�QRW�RQ�WKH�FXUULFXOXP��DQG�WKH�WUDLQLQJ�PDGH
DYDLODEOH�WKURXJK�RWKHU�VFKRROV�IUHTXHQWO\�GRHV�QRW�ILW�ZLWK�WKH�PDUNHW�VLWXDWLRQ��%\�LQWURGXFLQJ
PRGHUQ�PDQDJHPHQW�VNLOO�WR�SURYLQFLDO��GLVWULFW�DQG�FRPPXQH�KHDOWK�RIILFHUV��6'$�KDV�GHILQLWHO\
FRQWULEXWHG�WR�LQFUHDVLQJ�WKH�HIILFLHQF\�RI�WKH�KHDOWK�QHWZRUN��%XW�KRZ�PXFK"

$OO�ORFDO�RIILFHUV�LQWHUYLHZHG�UHIHUUHG�WR�WKH�PDQDJHPHQW�WUDLQLQJ�FRXUVHV�LQ�SRVLWLYH�WHUPV�
´7KDQNV�WR�WKH�WUDLQLQJ�FRXUVH�RI�6'$��,�KDYH�QRZ�SUHSDUHG�D�ZRUN�SODQ�IRU�RXU�KHDOWK�ZRUNHUV�
DQG�DW�DQ\�WLPH�����KRXUV�D�GD\��WKHUH�LV�VRPHERG\�RQ�GXW\�DW�WKH�&RPPXQLW\�+HDOWK�&HQWUH´�
WKH�KHDG�RI�WKH�&+6�LQ�7KXRQJ�ODP��1DKDQJ�GLVWULFW�LQ�7X\HQ�TXDQJ�SURYLQFH��H[SODLQHG��+H�KDG
EHHQ�LQ�WKH�VHUYLFH�VLQFH�WKH�����V��DQG�WKH�QHZ�VNLOOV�DFTXLUHG�KDG�EHHQ�D�JUHDW�LQVSLUDWLRQ�IRU�KLP�

$W�WKH�LQGLYLGXDO�OHYHO�WKHUH�DUH�FOHDUO\�SRVLWLYH�LPSDFWV�RI�WKH�WUDLQLQJ��DQG�IRUWXQDWHO\�WKH�VWDII
WXUQRYHU�LV�ORZHU�DW�WKH�FRPPXQH�OHYHO��$W�WKH�LQVWLWXWLRQDO�OHYHO��KRZHYHU��WKH�RXWFRPHV�DUH�OHVV
HYLGHQW��6RPH�REVHUYHUV�DUJXHG�WKDW�WKHUH�LV�QR�VLJQLILFDQW�GLIIHUHQFH�LQ�WKH�ZD\�RI�PDQDJLQJ
VHUYLFHV�LQ�WKH�6'$�SURYLQFHV��GLVWULFWV�DQG�FRPPXQHV�FRPSDUHG�ZLWK�RWKHUV�LQ�WKH�VDPH�FRQGLWLRQ
EXW�QRW�EHORQJLQJ�WR�WKH�6'$�DUHDV��%\�YLVLWLQJ�RQO\�D�IHZ�DUHDV��WKH�HYDOXDWLRQ�WHDP�ZDV�QRW�LQ�WKH
SRVLWLRQ�WR�YHULI\�WKLV��7KHUH�LV�HYLGHQFH��KRZHYHU��WKDW�WKH�SODQQLQJ�VNLOOV�GHILQLWHO\�KDYH�LPSURYHG
LQ�WKH�+HDOWK�&HQWUHV�RI�9L[X\HQ�DQG�1DKDQJ�GLVWULFWV�YLVLWHG�

7KH�LQWHQWLRQ�WR�GHYHORS�LPSURYHG�V\VWHPV�RI�DQDO\VLQJ�KHDOWK�VWDWLVWLFV�IURP�YLOODJH�WR�XSSHU�OHYHOV
�L�H��EDVHG�RQ�0DSLQIR�DQG�0HGLF�VRIWZDUH���PD\�EHFRPH�UHOHYDQW�WRROV�IRU�LPSURYLQJ�TXDOLW\
FRQWURO�DQG�SODQQLQJ�LQ�WKH�KHDOWK�FDUH�QHWZRUN��EXW�WKHUH�LV�DOVR�WKH�GDQJHU�WKDW�LW�PD\�EHFRPH
DQ�HQG�LQ�LWVHOI�DQG�QRW�D�PHDQV�WR�LPSURYH�KHDOWK�VHUYLFHV��DV�FRPPHQWHG�E\�RQH�VHQLRU�VWDII�RI
96+&��7KH�WHQGHQF\�WR�XVH�35$V�RQO\�DV�D�GDWD�FROOHFWLRQ�GHYLFH��UHIHUUHG�WR�DV�´LQFRPSOHWH
35$Vµ�E\�6'$��LV�HYLGHQFH�RI�WKH�VDPH�SUREOHP�

$Q�LQWHJUDWHG�VXSHUYLVRU\�V\VWHP�IURP�GLVWULFW�WR�FRPPXQH�DQG�IURP�FRPPXQH�WR�YLOODJH�OHYHO�LV�EHLQJ�WULHG�RXW�LQ
DOO�VHOHFWHG�GLVWULFWV��7KH�LGHD�LV�WKDW�KHDOWK�ZRUNHUV�VKDOO�JLYH�DGYLFH�DQG�KDQGOH�KHDOWK�SUREOHPV
LQ�DQ�LQWHJUDWHG�PDQQHU��LQ�WKH�VHQVH�WKDW�WKH�VDPH�KHDOWK�ZRUNHU�FDQ�VXSHUYLVH�VHYHUDO�YHUWLFDO
SURJUDPPHV��DQG�EH�DEOH�WR�XQGHUVWDQG�KRZ�YDULRXV�KHDOWK�SUHYHQWLRQ�DQG�SURPRWLRQ�DFWLYLWLHV
FRPSOHPHQW�HDFK�RWKHU�
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7KLV�LV�ERWK�D�UDWLRQDO�DQG�KLJKO\�MXVWLILHG�LQLWLDWLYH�DQG�KDV�GHPRQVWUDWHG�LWV�XVHIXOQHVV��H�J��LQ
4XDQJ�QLQJK�DQG�+D�JLDQJ�SURYLQFHV���EXW�LPSOHPHQWDWLRQ�LV�GLIILFXOW��)LUVW�RI�DOO�LV�WKH�SUREOHP
WKDW�GLIIHUHQW�QDWLRQDO�DQG�YHUWLFDO�KHDOWK�SURJUDPPHV�KDYH�QRW�DGMXVWHG�WKHLU�DSSURDFK�WR�IDFLOLWDWH
FRRSHUDWLRQ�LQ�VXSHUYLVLRQ��6HFRQGO\��WKH�H[SHULHQFH��KLWKHUWR��KDV�FRQILUPHG�VHYHUDO�RI�WKH�JHQHUDO
SUREOHPV�RI�LPSURYLQJ�V\VWHPV�RI�VXSHUYLVLRQ�LQ�WRGD\·V�9LHWQDP��7KHUH�LV�D�OHJDF\�RI�FRQWURO�
RULHQWHG�VXSHUYLVLRQ�WR�RYHUFRPH��DQG�VWLOO�IHZ�VHH�VXSHUYLVLRQ�DV�D�PHDQV�WR�SURYLGH�DGYLFH�DQG
DVVLVWDQFH��1HYHUWKHOHVV��WKHRUHWLFDO�VNLOOV�DUH�QRW�WRR�GLIILFXOW�WR�GLVVHPLQDWH��7KH�SUREOHPV�DUH
PRVWO\�LQ�WKH�GD\�WR�GD\�LPSOHPHQWDWLRQ��([FHSW�IRU�YHU\�VHULRXV�PLVWDNHV�RU�PLVFRQGXFW��WKHUH�DUH
IHZ�LQFHQWLYHV�LQ�WKH�V\VWHP�WR�SHUIRUP�RUGLQDU\�TXDOLW\�FRQWURO��)LUVW�RI�DOO��NH\�KHDOWK�ZRUNHUV�DUH
VR�EXV\�DQG�VXSHUYLVLRQ�RQO\�PHDQV�DQ�DGGHG�ZRUNORDG��6HFRQGO\��LW�LV�SDUWLFXODUO\�GLIILFXOW�WR�GR
VXSHUYLVLRQ�LQ�UHPRWH�DUHDV��EHFDXVH�RI�FRPPXQLFDWLRQ�SUREOHPV�DQG�WUDQVSRUW�FRVWV��$QG�ODVWO\�
WKH�UHFXUUHQW�EXGJHW�IRU�RXW�RI�VWDWLRQ�ZRUN�UHPDLQV�YHU\�OLPLWHG��ZKLOH�DFWXDO�FRVWV�DUH�LQFUHDVLQJ�
8QGHUVWDQGDEO\��6'$�FDQQRW�GR�PXFK�WR�UHPRYH�WKHVH�FRQVWUDLQV�WR�HIIHFWLYH�VXSHUYLVLRQ�

-RZIWXMRK�MR�XLI�:MPPEKI�,IEPXL�;SVOIVW
3UREDEO\�WKH�EHVW�NQRZQ�DFKLHYHPHQW�RI�6'$�LV�LWV�DSSURDFK�WR�WUDLQLQJ�RI�9LOODJH�+HDOWK�:RUNHU
ZRUNLQJ�LQ�UHPRWH�DUHDV��7UDLQLQJ�RI�YLOODJH�KHDOWK�ZRUNHUV�LV�D�SULRULWLVHG�DUHD�RI�LQWHUYHQWLRQ�IRU
*RYHUQPHQW�DV�ZHOO�DV�GRQRU�RUJDQLVDWLRQV��7KH�6'$�DSSURDFK�LV�EXLOW�RQ�H[LVWLQJ�PRGHOV�GHYHO�
RSHG�E\�0R+��PRGLILHG�WR�LQFOXGH�PRUH�FRPPXQLW\�OHYHO�SUDFWLFH�

7KH�6'$�PRGHO�LV�EDVHG�RQ�WKUHH���ZHHNV�EORFNV�ZLWK�SHULRGV�RI�SUDFWLFH�DW�YLOODJH�OHYHO�LQ
EHWZHHQ��7KH�FXUULFXOXP�DQG�WUDLQLQJ�PDWHULDO�IRU�%ORFN�$��K\JLHQH�DQG�VDQLWDWLRQ��DQG�%
�0&+�)3��KDYH�EHHQ�ILQDOLVHG��ZKLOH�%ORFN�&��PRVW�FRPPRQ�GLVHDVHV��LV�LQ�WKH�SURFHVV�RI�EHLQJ
FRPSOHWHG��7KH�VDPH�DSSOLHV�WR�D�SURJUDPPH�RI�UHIUHVKHU�WUDLQLQJ��%ORFN�'���7KH�FXUULFXOXP�LV
DGMXVWHG�WR�WKH�UHODWLYHO\�ORZ�HGXFDWLRQDO�OHYHO��HVSHFLDOO\�DPRQJ�IHPDOH�9+:V�DQG�PLQRULWLHV��,W�LV
HQFRXUDJLQJ�WKDW�WKH�6'$�WUDLQLQJ�FXUULFXOXP�KDV�EHHQ�XVHG�E\�RWKHU�GRQRU�RUJDQLVDWLRQV�DV�ZHOO�
DQG�KDV�EHHQ�DFFRUGHG�D�VHPL�RIILFLDO�VWDWXV�

7UDLQHG�9+:V�DUH�LQ�SODFH�LQ�DERXW�����RI�6'$�VXSSRUWHG�GLVWULFWV��6LPLODUO\��WUDLQLQJ�RI�FRP�
PXQH�DQG�YLOODJH�KHDOWK�VWDII�KDV�QRZ�EHFRPH�D�SULRULW\�IRU�PDQ\�SURMHFWV�LQ�9LHWQDP��7KH
UDWLRQDOH�LV�VLPSOH��E\�LQFUHDVLQJ�WKH�QXPEHU�DQG�TXDOLW\�RI�KHDOWK�VWDII�DW�JUDVVURRWV�OHYHOV�DFFHVV
DQG�TXDOLW\�RI�KHDOWK�FDUH�ZLOO�DXWRPDWLFDOO\�LPSURYH��6HYHUDO�SURYLQFHV�UXQ�WKHLU�RZQ�SUR�
JUDPPHV��DQG�WKHUH�DUH�H[DPSOHV�RI�SURYLQFHV�XVLQJ�WKHLU�RZQ�UHVRXUFHV��DQG�VNLOOV�DQG�FXUULFXOXP
SUHSDUHG�E\�6'$��7KHUH�LV�DQ�LPSRUWDQW�OHVVRQ�WR�OHDUQ�IURP�WKLV��JRRG�LGHDV�FRPELQHG�ZLWK�VLPSOH�DQG
PHDVXUDEOH�WDUJHWV�DQG�DYDLODEOH�VRIWZDUH�FDQ�PRWLYDWH�UHSOLFDWLRQ�LQ�9LHWQDP�

7KH�ELJJHVW�TXHVWLRQ�LV�ZK\�WKH�QHWZRUN�LV�XQGHU�XWLOLVHG�DQG�ZKHWKHU�EHWWHU�WUDLQHG�YLOODJH�KHDOWK
ZRUNHUV�ZLOO�RYHUFRPH�WKLV�SUREOHP��,W�LV�EH\RQG�WKH�VFRSH�RI�WKLV�HYDOXDWLRQ�WR�DQDO\VH�WKH�UHOD�
WLRQVKLS�EHWZHHQ�TXDOLW\�RI�FDUH�DQG�XWLOLVDWLRQ�UDWHV��EXW�RQH�LQWHUHVWLQJ�REVHUYDWLRQ�PDGH�LQGL�
FDWHV�WKDW�WKHUH�GHILQLWHO\�FDQ�EH�D�SRVLWLYH�UHODWLRQ��,Q�D�UHPRWH�DUHD�RI�WKH�GLVWULFW�RI�9L[X\HQ��WKH
SRVWLQJ�RI�D�JRRG�REVWHWULFV�DVVLVWDQW�GRFWRU��PDGH�DOO�WKH�'DR�SHRSOH�RI�VXUURXQGLQJ�YLOODJHV�FRPH
WR�KHU�IRU�ELUWK�GHOLYHU\�

��� 0IWWSRW�SR�VIPIZERGI

%HHVIWWMRK�MRIUYEPMX]��F]�XEVKIX�EVIE�VEXLIV�XLER�XEVKIX�KVSYT
6'$�KDV�SULPDULO\�D�JHRJUDSKLF�IRFXV��WKURXJK�WKH�VHOHFWLQJ�RI�GLVWULFWV�LQ�PRXQWDLQRXV�DQG�UHPRWH
DUHDV��,Q�WKLV�ZD\��6'$�ILOOHG�D�ODFXQD�LQ�WKH�KHDOWK�SROLF\�RI�9LHWQDP��LQ�WKH�HDUO\�����V��9LHWQDP�
DW�WKH�WLPH��GLG�QHLWKHU�KDYH�WKH�UHVRXUFHV��QRU�DQ\�FOHDU�LGHDV�RQ�KRZ�WR�GHDO�ZLWK�WKH�HIIHFWV�RI�WKH
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PDUNHW�UHJXODWLRQ�RQ�WKH�KHDOWK�FDUH�RI�SHRSOH�LQ�WKHVH�SRRU�DQG�GLVDGYDQWDJHG�DUHDV��:LWK�WKH
96+&��DQG�6'$�LQ�SDUWLFXODU��WKH�DVVLVWDQFH�WR�UHPRWH�DUHDV�JUDGXDOO\�EHFDPH�RQH�RI�WKH�PDLQ
WHQGHQFLHV�RI�9LHWQDP·V�KHDOWK�SROLF\�

,W�LV�DOVR�HYLGHQW�WKDW�WKHUH�LV�FRQVLGHUDEOH�VRFLDO�GLIIHUHQWLDWLRQ�ZLWKLQ�PDQ\�RI�WKH�6'$�FRP�
PXQHV��GHVSLWH�WKHLU�FODVVLILFDWLRQ�DV�SRRU��ZKLFK�UDLVHV�WKH�TXHVWLRQ�ZKHWKHU�WKHUH�LV�DQ�DGGLWLRQDO
QHHG�IRU�WDUJHWLQJ�WKH�SRRUHVW�DV�D�SDUWLFXODU�JURXS��:LWKLQ�WKH�6'$�FRPSRQHQWV�LW�LV�QRW�FOHDUO\
VWDWHG�ZKHWKHU�WDUJHWLQJ�RI�WKH�SRRUHVW�DV�D�JURXS�LV�DQ�REMHFWLYH�LQ�LWVHOI��7KLV�ZLOO�UHTXLUH�D�VRPHZKDW
GLIIHUHQW�DSSURDFK�WKDQ�VHOHFWLQJ�SRRU�FRPPXQHV��GHSHQGLQJ�RQ�ORFDO�FLUFXPVWDQFHV��:KHQ
DVVHVVLQJ�QHHGV�LQ�WKH�SRSXODWLRQ�WKHUH�LV�D�UHVSRQVLELOLW\�WR�HQVXUH�WKDW�WKH�SRRUHVW�SHRSOH��ZRPHQ
DQG�FKLOGUHQ�DOVR�DUH�KHDUG��,W�LV�QRW�HQRXJK�WR�LQFOXGH�YLOODJH�OHDGHUV�IRU�35$V��VLQFH�WKHLU�LQWHUHVW
PLJKW�GLIIHU�VXEVWDQWLDOO\�IURP�WKRVH�RI�WKH�SRRU�

7KH�PRWLYDWLRQ�WR�VHHN�KHDOWK�FDUH�VHHPV�WR�EH�OLPLWHG�DPRQJ�WKH�SRRUHVW�GXH�WR�WLPH�DQG�FRVWV�
JLYHQ�RWKHU�SUHVVLQJ�QHHGV��7UDLQHG�KHDOWK�FDUH�SHUVRQQHO�DUH�QRW�DOZD\V�VHQVLWLYH�HQRXJK�WR�PHHW
WKH�SRRUHVW�SHRSOH�LQ�D�GLDORJXH�DQG�WKLV�ZLOO�DOVR�LQIOXHQFH�KHDOWK�VHHNLQJ�EHKDYLRXU��(YHQ�WKRXJK
PHFKDQLVPV�DUH�SXW�LQ�SODFH�WR�VHFXUH�IUHH�KHDOWK�FRQVXOWDWLRQV�IRU�WKH�SRRUHVW��LW�GRHV�QRW�DOZD\V
ZRUN��6'$�LQWHQGV�WR�ZRUN�RQ�WKHVH�LVVXHV�GXULQJ�WKH�96+&�,,�SHULRG��DQG�LW�LV�WRR�HDUO\�WR�MXGJH
KRZ�LW�ZLOO�VXFFHHG�

8LI�TVSFPIQ�SJ�MRGIRXMZIW�MR�XLI�TYFPMG�WIGXSV�QE]�YRHIVQMRI�XLI�ETTVSEGL
7KH�ILUVW�ILYH�FRPSRQHQWV�RI�6'$�DGGUHVV�FRUH�SUREOHPV�IRU�WKH�KHDOWK�QHWZRUN�DW�ORZHU�OHYHOV�
GLVWULFW��FRPPXQH�DQG�YLOODJH��+RZHYHU��IRU�WKH�EHWWHU�UXQQLQJ�RI�WKH�QHWZRUN��6'$�QHHGV�RQH
WKLQJ�PRUH��FOHDU�LQFHQWLYH�V\VWHPV�IRU�WKRVH�SHRSOH�ZKR�DUH�LQYROYH�LQ�WKH�QHWZRUN�

$IWHU�PDQ\�\HDUV�RI�ZRUNLQJ�E\�YROXQWDULVP��QRZ�SHUVRQDO�HFRQRPLF�LQWHUHVW�LV�RQH�RI�WKH�PDLQ
IDFWRUV�WKDW�VWHHUV�9LHWQDPHVH�WKLQNLQJ��6XSHUYLVLRQ��ZKLFK�LV�YHU\�ZHHN�QRZ��FDQQRW�EH�VWUHQJWK�
HQHG�XQOHVV�WKH�LQFHQWLYH�V\VWHP�LV�LPSURYHG��ERWK�HFRQRPLFDOO\�DQG�VSLULWXDOO\��7KHUH�LV�D�QHHG
WR�PLWLJDWH�WKH�WHQGHQF\�WR�VSOLW�LPSOHPHQWDWLRQ�LQWR�VHSDUDWHO\�PDQDJHG�FRPSRQHQW��D�VW\OH�RI
ZRUNLQJ�LQIOXHQFHG�E\�PDQ\�\HDUV�RI�FHQWUDO�SODQQLQJ��ZKHQ�HYHU\�XQLW�WULHG�WR�IXOILO�LWV�RZQ�WDUJHWV
ZLWKRXW�UHJDUG�WR�RWKHUV��7KH�GLVWULFW�LV�WKH�EHVW�OHYHO�IRU�SURPRWLQJ�LQWHJUDWHG�SODQQLQJ�DQG
VXSHUYLVLRQ��HVSHFLDOO\�LQ�UHPRWH�DQG�PRXQWDLQ�DUHDV��DQG�6'$�LQ�WKH�FXUUHQW�SKDVH�ULJKWIXOO\�KDV
VWUHQJWKHQHG�WKH�GLVWULFW�IRFXV�

2IIHW�FEWIH�TPERRMRK��MW�46%�ER�ETTVSTVMEXI�QIXLSH�JSV�E�KSZIVRQIRX�PMRI�QMRMWXV]#
7KH�QHHGV�EDVHG�LGHQWLILFDWLRQ��SODQQLQJ�DQG�LPSOHPHQWDWLRQ�DSSURDFK�XVLQJ�3DUWLFLSDWRU\�5XUDO
$SSUDLVDO��35$��WHFKQLTXHV�DW�YLOODJH�DQG�GLVWULFW�OHYHO�LV�D�UHOHYDQW�DWWHPSW�DW�PDNLQJ�WKH�ORFDO
KHDOWK�V\VWHP�QHWZRUN�PRUH�UHVSRQVLYH��7R�VXFFHHG�PHDQV�WKDW�DOVR�WKH�QHHGV�RI�WKH�SRRUHVW�SHRSOH
DQG�ZRPHQ�DUH�DGGUHVVHG��UHDOLVLQJ�WKDW�ZRPHQ·V�QHHGV�SUREDEO\�DUH�PXFK�GLIIHUHQW�IURP�WKRVH
RI�PHQ��)XUWKHU��WKH�WHFKQLTXHV�DSSOLHG�PXVW�EH�DGMXVWHG�WR�ORFDO�FRQGLWLRQV��L�H��EHLQJ�HDV\�WR
XQGHUVWDQG�DQG�DSSO\��$�SUHFRQGLWLRQ�IRU�VXFFHVV�LV�WKDW�D�IHOW�RZQHUVKLS�LV�LQ�SODFH�VR�WKDW�WKH
PRWLYDWLRQ�LV�WKHUH�WR�LPSOHPHQW�SODQQHG�DFWLYLWLHV��HYHQ�ZLWKRXW�VXEVHTXHQW�VXSSRUW�IURP�6'$�

35$��EURDGO\�VSHDNLQJ��PD\�VHUYH�RQH�RU�DOO�RI�WKH�IROORZLQJ�SXUSRVHV�

• $�WRRO�IRU�FRPPXQLW\�GLDJQRVLV�WR�LGHQWLI\�KHDOWK�SUREOHPV�DQG�QHHGV�LQ�WKH�SRSXODWLRQ
²�L�H��DV�D�SDUWLFLSDWRU\�UHVHDUFK�PHWKRG�

• $�SURFHVV�IRU�LQYROYLQJ�EHQHILFLDULHV�LQ�SODQQLQJ�RI�LQWHUYHQWLRQV�²�L�H��DV�D�SDUWLFLSDWRU\
SODQQLQJ�PHWKRG�
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• $Q�DSSURDFK�WR�VWLPXODWH�HPDQFLSDWLRQ�DPRQJ�SHRSOH�ODFNLQJ�VHOI�HVWHHP��DQG�D�YRLFH�DQG
LQIOXHQFH�LQ�WDNLQJ�ORFDO�LQLWLDWLYHV�²�L�H��D�PHWKRG�IRU�HPSRZHUPHQW�DQG�FRPPXQLW\�DFWLRQ�

6'$�DOUHDG\�LQ������DGRSWHG�35$�DV�D�WRRO�WR�LGHQWLI\�KHDOWK�QHHGV�LQ�WKH�SRSXODWLRQ��EXW�WKH�IXOO
VWUHQJWK�RI�WKH�WHFKQLTXH�ZDV�QRW�XWLOLVHG�DW�WKLV�HDUO\�VWDJH��7KH�SUREOHP�ZDV�WKDW�YLOODJHUV�LGHQWL�
ILHG�WKHLU�QHHGV�EXW�DXWKRULWLHV�GLG�WKH�LGHQWLILFDWLRQ�RI�VROXWLRQV�DQG�WKH�SODQQLQJ��6LQFH�WKHQ�D
VHFRQG�URXQG�RI�DERXW�����35$V�ZDV�SHUIRUPHG�LQ�VHOHFWHG�YLOODJHV�LQ�WKH�SLORW�GLVWULFWV�DLPLQJ�DW
LQFOXGLQJ�DOVR�SODQQLQJ�DQG�DFWLRQ��,W�LV�IDLU�WR�VD\��WKDW�PRVW�RI�WKHVH�H[HUFLVHV�DOVR�VWRSSHG�ZLWK�WKH
QHHGV�LGHQWLILFDWLRQ�SDUW��,Q�WKH�FXUUHQW�DJUHHPHQW�D�QHZ�URXQG�RI�VHOHFWLYH�35$V�KDV�MXVW�EHJXQ�
WU\LQJ�WR�PDNH�XVH�RI�WKH�IXOO�SRWHQWLDO�RI�35$�

$OWKRXJK�35$�UHODWHG�PHWKRGV�KDYH�D�SURYHQ�UHFRUG�LQ�PDQ\�FRXQWULHV�LQ�FRPPXQLW\�PRELOLVD�
WLRQ��WKH\�UHSUHVHQW�QR�TXLFN�IL[��9LOODJHUV�WDNH�WLPH�LQ�ILQGLQJ�WKHLU�RZQ�UROH�LQ�WKH�SURFHVV�YLV�j�YLV
WKH�UROH�RI�HVWDEOLVKHG�DXWKRULWLHV��,W�LV�YLUWXDOO\�XQDYRLGDEOH�WKDW�ORFDO�SRZHU�KROGHUV�²�3DUW\�DQG
WUDGLWLRQDO�OHDGHUV��GRPLQDWH�WKH�SURFHVV��0RUHRYHU��WR�PDQDJH�35$V�UHTXLUHV�LQWHOOHFWXDO�VNLOOV
WKDW��LQ�VRPH�UHPRWH�YLOODJHV��DUH�KDUG�WR�FRPH�E\��7R�VHSDUDWH�KHDOWK�QHHGV�IURP�RWKHU�QHHGV�LV
VRPHWLPHV�DOVR�YLHZHG�DV�FRQIXVLQJ�

7KHVH�SUREOHPV�QRWZLWKVWDQGLQJ��WKH�35$V�GHILQLWHO\�KDV�WKH�SRWHQWLDO�RI�LPSURYLQJ�WKH�UHVSRQ�
VLYHQHVV�RI�WKH�KHDOWK�V\VWHP��7KH�ELJJHVW�SUREOHP��DQG�WKH�RQH�ZKLFK�PDNHV�XV�DVN�ZKHWKHU�WKLV
LV�D�UHOHYDQW�DQG�DSSURSULDWH�WRRO�IRU�WKH�0LQLVWU\�RI�+HDOWK��UHODWHV�WR�WKH�DEVHQFH�RI�DQ�HIIHFWLYH
UHVSRQVH�PHFKDQLVP��,W�LV�QRW�FOHDUO\�LGHQWLILHG�LQ�WKH�6'$�PRGHO�KRZ�DQG�ZKHUH�WR�ILQG�WKH�UHVRXUFHV
RQFH�YLOODJHUV�KDYH�VHW�WKHLU�SULRULWLHV��DQG�ZKDW�FDSDFLW\�WKLV�ZRXOG�UHTXLUH��7KHUH�LV�D�EULHI
PHQWLRQLQJ�LQ�6'$�GRFXPHQWV�DERXW�WKH�QHHG�IRU�LQWHU�VHFWRUDO�FROODERUDWLRQ�DW�FRPPXQH�RU
GLVWULFW�OHYHO�EHWZHHQ�ORFDO�DXWKRULWLHV��QRQ�JRYHUQPHQWDO�RUJDQLVDWLRQV��SULYDWH�SURYLGHUV�DQG�WKH
FRPPXQLW\�WR�DVVLVW�LQ�WKH�LPSOHPHQWDWLRQ�RI�DFWLYLWLHV��EXW�QR�PHFKDQLVP�VHHPV�WR�EH�LQ�SODFH��RU
EHLQJ�GHYHORSHG��DV�\HW�

$V�HYLGHQW�IURP�6'$��WR�SHUIRUP�35$V�DW�YLOODJH�OHYHO�XQGHU�WKH�PDQDJHPHQW�RI�0R+�LV�WLPH
FRQVXPLQJ��H[SHQVLYH�DQG�GHSHQGHQW�RQ�FHQWUDO�VXSSRUW��,Q�VRPH�SODFHV�LW�WRRN�XS�WR�VL[�GD\V�LQ
WKH�YLOODJH�MXVW�IRU�WKH�SUREOHP�LGHQWLILFDWLRQ�DQG�QHHGV�DVVHVVPHQW�WR�EH�FRPSOHWHG��ZLWKRXW
UHDFKLQJ�WR�WKH�SODQQLQJ�RI�FRQFUHWH�DFWLRQV��H�J��WKH�35$�LQ�+RDQJ�VXSKL��

7KHUH�LV�QRZ�YDOXDEOH�H[SHULHQFH�RI�KRZ�WR�DSSO\�WKLV�PHWKRG�ZLWKLQ�6'$��DQG�KRZ�WR�JLYH�YRLFH
WR�WKH�SRRUHVW�DQG�PRVW�YXOQHUDEOH�SHRSOH��7KH�ZD\�IRUZDUG�IRU�6'$�RQ�WKH�DVSHFW�RI�35$�LV�WR
FDUHIXOO\�H[DPLQH�ZKHWKHU�LW�LV�UHDOLVWLF�IRU�0R+�WR�JHW�LQYROYHG�LQ�DOO�WKUHH�DVSHFWV�RI�35$�
PHQWLRQHG�DERYH��&RQFHUQLQJ�WKH�WKLUG�OHYHO�²�HPDQFLSDWLRQ�DQG�FRPPXQLW\�DFWLRQ��RWKHU�DFWRUV
RXJKW�WR�WDNH�WKH�OHDG��DQG�D�UROH�RI�6'$�ZRXOG�EH�WR�SURYLGH�RSSRUWXQLWLHV�IRU�WUDLQLQJ�LQ�35$�IRU
WKHVH�DFWRUV��:H�DUH�WKLQNLQJ�RI�WKH�PDVV�RUJDQLVDWLRQV�RI�WKH�3DUW\��EXW�DOVR�QRQ�JRYHUQPHQWDO
RUJDQLVDWLRQV��1*2V���ZKLFK�VHHPV�WR�EH�DOORZHG�WR�SOD\�D�PRUH�DFWLYH�DQG�LQGHSHQGHQW�UROH�LQ
FRPPXQLW\�GHYHORSPHQW�

'SQQYRI�,IEPXL�7XEXMSRW��6EXMSREP�YWI�WXMPP�E�TVSFPIQ
7KHUH�KDV�EHHQ�DQ�XSJUDGLQJ�RI�IDFLOLWLHV�DQG�HTXLSPHQW�DW�GLVWULFW�KRVSLWDOV�DQG�FRPPXQH�KHDOWK�FHQWUHV
VLQFH�WKH�PLG�����V��2SHUDWLQJ�WKHDWUHV�KDYH�EHHQ�UHQRYDWHG�DQG�DQDHVWKHWLF�HTXLSPHQW�SURYLGHG
WR�D�QXPEHU�RI�GLVWULFW�KRVSLWDOV��RSHQLQJ�XS�IRU�LQFUHDVHG�DQG�LPSURYHG�PDQDJHPHQW�RI�FRPPRQ
GLVHDVHV�

$OO�FRPPXQH�KHDOWK�VWDWLRQV��&+6��ZHUH�XSJUDGHG�DQG�HTXLSSHG�LQ�D�VWDQGDUGLVHG�ZD\��+RZHYHU�
VRPH�RI�WKH�GHOLYHU\�URRPV�DUH�QRW�PRUH�LQ�XVH�WRGD\�WKDQ�EHIRUH�XSJUDGLQJ��GXH�WR�WKH�IDFW�WKDW
DPRQJ�VRPH�HWKQLF�PLQRULW\�JURXSV�ZRPHQ�VWLOO�SUHIHU�WR�GHOLYHU�DW�KRPH��$W�7UXQJ�WKDQK�FRP�
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PXQH��9L�[X\HQ�GLVWULFW��+D�JLDQJ�SURYLQFH��IRU�H[DPSOH��RQO\����RI����UHJLVWHUHG�FDVHV�RI�GHOLYHULHV
�-DQXDU\�WR�2FWREHU�������WKLV�\HDU�WRRN�SODFH�DW�WKH�XSJUDGHG�ELUWK�GHOLYHU\�URRP�LQ�WKH�FRP�
PXQH�KHDOWK�VWDWLRQ�

$FFRUGLQJ�WR�VWDWLVWLFV�DYDLODEOH�DW�GLVWULFW�KRVSLWDOV�WKH�QXPEHU�RI�RSHUDWLRQV�SHUIRUPHG�KDYH
LQFUHDVHG�DQG�UHIHUUDOV�WR�KLJKHU�OHYHOV�RI�FDUH�DUH�OHVV�WKDQ�HDUOLHU��$W�WKH�VDPH�WLPH��LW�LV�REVHUYHG
WKDW�&+6V�DUH�KLJKO\�XQGHU�XWLOLVHG��2Q�WKH�DYHUDJH�IRXU�WR�ILYH�SDWLHQWV�DUH�VHHQ�D�GD\��7KH
QXPEHU�RI�VWDII�DW�WKH�&+6�VHHPV�DSSURSULDWH�²�WKUHH�RU�IRXU�SURIHVVLRQDOV��EXW�RIWHQ�RQO\�RQH
SHUVRQ�LV�DYDLODEOH�GXH�WR�RQJRLQJ�WUDLQLQJ�DFWLYLWLHV�DQG��SHUKDSV�PRUH�LPSRUWDQWO\��WKDW�VWDII�WDNH
WLPH�RII�WR�HDUQ�FRPSOHPHQWDU\�LQFRPHV�VLQFH�*RYHUQPHQW�VDODU\�OHYHOV�IRU�KHDOWK�ZRUNHUV�DUH
H[WUHPHO\�ORZ�

,Q�JHQHUDO��LQ�PRXQWDLQ�DQG�UHPRWH�DUHDV�WKH�LQYHVWPHQW�LQ�&+6V�PD\�LQFUHDVH�WKH�DWWHQGDQFH�
EXW�GXH�WR�FXVWRPDU\�SUDFWLFHV�DQG�ODFN�RI�VWDII�LQYROYHPHQW�WKLV�KDV�QRW�EHHQ�WKH�FDVH�LQ�DOO�SODFHV
ZLWK�XSJUDGHG�LQIUDVWUXFWXUH��,Q�%DFKH��+RDQK�ER�DQG�%LQK�OLHX��WKH�QXPEHU�RI�SDWLHQWV�DFWXDOO\
GHFUHDVHG��7KH�FRVW�HIIHFWLYHQHVV�RI�LQYHVWPHQWV�LQ�IDFLOLWLHV�DQG�HTXLSPHQW�VKRXOG�WKHUHIRUH�EH
FDUHIXOO\�FRQVLGHUHG�

+IRHIV�GSRGIVRW
,Q�JHQHUDO��WKH�HYDOXDWLRQ�WHDP�QRWHV�DQ�DZDUHQHVV�LQ�96+&�SODQQLQJ�GRFXPHQWV�DQG�VWDII�LQ�
YROYHG�FRQFHUQLQJ�ZRPHQ·V�KHDOWK�DQG�QHHGV�RI�KHDOWK�FDUH�VHUYLFHV��:RPHQ�DUH�LQ�IRFXV�LQ
0&+�)3�VHUYLFHV�DQG�D�PDLQ�WDUJHW�KDV�EHHQ�WR�UHGXFH�PDWHUQDO�PRUWDOLW\��PDWHUQDO�LQIHFWLRQV�
LURQ�GHILFLHQF\�GXULQJ�SUHJQDQF\�DQG�RWKHU�VWULFWO\�IHPDOH�FRQGLWLRQV�

:H�QRWH��KRZHYHU��WKDW�WKH�JHQGHU�SHUVSHFWLYH�LV�OHVV�SURQRXQFHG��)RU�LQVWDQFH��ZH�REVHUYH�WKDW�WKHUH�LV
D�ODFN�RI�VH[�GLVDJJUHJDWHG�GDWD�UHODWLQJ�WR�SUHYDOHQFH�RI�VXFK�FRQGLWLRQV�DV�FKLOG�PDOQXWULWLRQ
UDWHV��FKLOG�SHULQDWDO�PRUWDOLW\�DQG�XQGHU���PRUWDOLW\�UDWHV�

&RQFHUQLQJ�PHQ��QR�VSHFLILF�PHQ·V�KHDOWK�QHHGV�ZHUH�SUHVHQWHG�LQ�WKH�����²���SODQQLQJ�GRFX�
PHQWV��0HQ·V�OLIH�VW\OH�EHKDYLRXU�GLIIHUV�IURP�ZRPHQ·V�ZLWK�UHVSHFW�WR�WREDFFR�XVH��GUXJ�GHSHQG�
HQF\��DOFRKRO�FRQVXPSWLRQ�DQG�GRPHVWLF�YLROHQFH��,Q�96+&�,,��KRZHYHU��WKHUH�KDV�EHHQ�D�FKDQJH
HVSHFLDOO\�DW�WKH�SROLF\�OHYHO��$�QDWLRQDO�KHDOWK�SURJUDPPH�IRU�WREDFFR�FRQWURO�LV�EHLQJ�LQVWLWXWHG
GXULQJ�WKH�SHULRG�����²������DQG�LW�LV�VWDWHG�WKDW�VSHFLDO�DWWHQWLRQ�ZLOO�EH�SDLG�WR�SUHYHQWLQJ�\RXQJ
SHRSOH�DQG�ZRPHQ�IURP�VWDUWLQJ�WR�VPRNH��7KH�UDWH�RI�PDOH�VPRNLQJ�LV�DPRQJ�WKH�KLJKHVW�LQ�WKH
ZRUOG��)XUWKHUPRUH��YLROHQFH�DQG�DEXVH�LVVXHV��DV�ZHOO�DV�LVVXHV�UHODWHG�WR�WREDFFR��DOFRKRO�DQG
GUXJV��DUH�DGGUHVVHG�LQ�WKH�ILUVW�HYHU�QDWLRQDO�SROLF\�RQ�DGROHVFHQW�KHDOWK�EHLQJ�SXW�IRUZDUG�LQ�WKH
SUHVHQW�96+&�SHULRG��7KHVH�SXEOLF�KHDOWK�LQLWLDWLYHV�FRQVWLWXWH�YHU\�SRVLWLYH�GHYHORSPHQWV�

/RRNLQJ�DW�6'$��RQH�LPSRUWDQW�FRQFHUQ�KDV�EHHQ�WR�RYHUFRPH�WKH�SUREOHP�WKDW�PDQ\�ZRPHQ�
HVSHFLDOO\�DPRQJ�WKH�PLQRULWLHV��KDYH�D�ORZ�HGXFDWLRQDO�EDFNJURXQG��ZKLFK�GLVTXDOLI\�WKHP�IRU
WUDLQLQJ�RSSRUWXQLWLHV��,W�LV�DQ�DFKLHYHPHQW�WKDW�����RI�WKH�9+:V�LQ�6'$�DUHDV�DUH�ZRPHQ�
+RZHYHU��ZH�QRWHG�WKDW�VWLOO�YHU\�IHZ�ZRPHQ�ZHUH�PHPEHUV�RI�GHFLVLRQ�PDNLQJ�ERGLHV�VXFK�DV
3HRSOH·V�&RPPLWWHHV��DQG�LQ�WKH�PDQDJHPHQW�RLI�FRPPXQH��GLVWULFW�DQG�SURYLQFH�KHDOWK�FHQWUHV�
7KHUH�LV�UHDVRQ�WR�EHOLHYH�WKDW�QRW�XQWLO�ZRPHQ�DUH�SUHVHQW�DW�DOO�OHYHOV�ZLOO�WKHUH�EH�D�UHDO�LQWHJUD�
WLRQ�RI�ZRPHQ·V�LVVXHV�DQG�QHHGV�LQ�SODQV��EXGJHW�DOORFDWLRQV�DQG�KHDOWK�FDUH�VHUYLFHV�SURYLVLRQ�

<RXQJ�ER\V�DQG�JLUOV�IRUP�YXOQHUDEOH�JURXSV�LQ�VRFLHW\��7RGD\�WKHUH�DUH�QHZ�WKUHDWV�WR�WKHLU
KHDOWK��VXFK�DV�+,9�$,'6��$OVR�DERUWLRQ�UDWHV�DUH�KLJK�DQG�UHSURGXFWLYH�WUDFW�LQIHFWLRQV�DUH
SUHVHQW�DPRQJ�DGROHVFHQW�JLUOV��6LQFH�WKH�0&+�)3�$UHD�ZDV�FORVHG�WKH�UHVSRQVLELOLW\�IRU�VWXGLHV�LQ
WKLV�ILHOG��ZLWKLQ�96+&��ZDV�WDNHQ�RYHU�E\�WKH�+HDOWK�3ROLF\�$UHD��7ZR�PDLQ�VXUYH\V�KDYH�EHHQ
FDUULHG�RXW��RQH�IRFXVLQJ�RQ�VH[XDO�KHDOWK������²����DQG�WKH�RWKHU�RQ�WREDFFR�XVH��DOFRKRO�FRQ�
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VXPSWLRQ�SDWWHUQV�DQG�DOVR�RQ�YLROHQFH�DQG�VH[XDO�EHKDYLRXU�FKDQJHV������²�����$V�DQ�RXWFRPH
RI�WKHVH�VWXGLHV�DQ�LPSUHVVLYH�DGROHVFHQW�KHDOWK�SROLF\�KDV�EHHQ�SXW�IRUZDUG�ZLWK�WKH�SXUSRVH�WR
IRUPXODWH�DQ�RSHUDWLRQDO�QDWLRQDO�VWUDWHJ\�IRU�DGROHVFHQW�KHDOWK�ZLWK�SDUWLFXODU�IRFXV�RQ�VFKRROV
DV�DQ�DUHD�IRU�KHDOWK�SURPRWLRQ�DQG�KHDOWK�SUHYHQWLRQ�

,Q�FRQFOXVLRQ��RXU�LPSUHVVLRQ�LV�WKDW�JHQGHU�LVVXHV�KDYH�EHHQ�GHDOW�ZLWK�LQ�6'$�PDLQO\�E\�IRFXVLQJ
RQ�ZRPHQ�DQG�ZRPHQ·V�KHDOWK�DQG�HGXFDWLRQDO�QHHGV��6'$�KDV�EHHQ�VWULYLQJ�WRZDUGV�JHQGHU
EDODQFH�DQG�ZRPHQ�KDYH�EHHQ�SDUW�RI�35$�DFWLYLWLHV�DQG�ZRPHQ·V�DFFHVV�WR�KHDOWK�FDUH�VHUYLFHV
KDV�LPSURYHG��3RVLWLYH�UHVXOWV�KDYH�EHHQ�DFKLHYHG�VXFK�DV�GHFUHDVHG�DERUWLRQ�UDWHV��LQFUHDVHG�XVH
RI�FRQWUDFHSWLYHV��LQFUHDVHG�QXPEHU�RI�IHPDOH�9+:V��DQG�ZRPHQ�KDYH�JDLQHG�LPSURYHG�DFFHVV
WR�WUDLQLQJ�DFWLYLWLHV�DW�GLIIHUHQW�OHYHOV��$W�WKH�VDPH�WLPH�WKHUH�KDYH�EHHQ�GLIILFXOWLHV�LQ�UHFUXLWLQJ
ZRPHQ��HVSHFLDOO\�IURP�WKH�YHU\�SRRU�KRXVHKROGV��DV�ZRPHQ�RIWHQ�LGHQWLI\�WKHPVHOYHV�DV�WKH
SULPDU\�FDUHWDNHUV�RI�WKH�KRXVHKROG��DQG�EHFDXVH�RI�ORZ�HGXFDWLRQDO�DWWDLQPHQW��:H�EHOLHYH�WKDW
6'$�KDV�DQ�LPSRUWDQW�UROH�WR�IXOILO�DOVR�LQ�WKH�IXWXUH�LQ�UDLVLQJ�JHQGHU�DZDUHQHVV�DPRQJ�SUR�
JUDPPH�VWDII�DW�DOO�OHYHOV��LQFOXGLQJ�DOVR�PHQ·V�LVVXHV��7KLV�ZLOO�WDNH�D�ORQJ�WLPH��DV�WKH�VWHS�IURP
JHQGHU�WKHRU\�WR�SUDFWLFH�LV�D�KXJH�RQH�²�LQ�DQ\�VRFLHW\�

��� 'SRGPYWMSRW�ERH�VIGSQQIRHEXMSRW��SR�7(%�EW�E�VITPMGEFPI�QSHIP

2IIH�XS�WXVIRKXLIR�S[RIVWLMT
6'$�IURP�WKH�YHU\�EHJLQQLQJ�ZDV�GHVLJQHG�DV�D�SURMHFW�PRUH�WKDQ�DQ�DUHD�RI�VXSSRUW��7KLV�ZDV
QHFHVVDU\�JLYHQ�WKH�DPELWLRQ�RI�GHYHORSLQJ�QHZ�DSSURDFKHV�WR�KHDOWK�FDUH�LQ�UHPRWH�DUHDV��%XW�VL[
\HDUV�ODWHU��LW�LV�D�JUHDW�FRQFHUQ�WKDW�HYHQ�SHRSOH�LQYROYHG�LQ�6'$�VHHPV�QRW�WR�WKLQN�WKDW�WKH�6'$�
PRGHO�LV�VRPHWKLQJ�ZKLFK�FDQ�EH�UHSOLFDWHG�LQ�WKH�9LHWQDP�KHDOWK�FDUH�QHWZRUN�E\�LWVHOI��$QVZHULQJ
WKH�TXHVWLRQ�RI�ZKHWKHU�6'$�FDQ�EH�FRQWLQXHG�ZLWKRXW�6ZHGLVK�DVVLVWDQFH��RU�ZKHWKHU�LW�FDQ�EH
UHSOLFDWHG�LQ�RWKHU�DUHDV�ZLWKRXW�VXFK�DVVLVWDQFH��WKH�DQVZHUV�HYHU\ZKHUH�ZHUH�GHILQLWHO\�QHJDWLYH�

,W�LV�HYLGHQW�WKDW�6'$�VXIIHUV�IURP�D�ODFN�RI�RZQHUVKLS�ZLWKLQ�FRUH�LQVWLWXWLRQV�RI�0R+��&RPSDUHG
ZLWK�WKH�RWKHU�DUHDV�LW�GRHV�QRW�KDYH�D�VWURQJ�LQVWLWXWLRQDO�´KRPHµ��&RQVLGHULQJ�LWV�H[SHULPHQWDO
FKDUDFWHU�WKLV�LV�PD\EH�XQDYRLGDEOH��DQG��LQ�IDFW��EHFRPLQJ�WRR�LQWHJUDWHG�LQ�WKH�HVWDEOLVKHG
EXUHDXFUDWLF�VWUXFWXUH�ZLOO�EHFRPH�D�VWUDLJKWMDFNHW�VWLIOLQJ�LQQRYDWLRQ�DQG�H[SHULPHQWDWLRQ��%XW�LW�LV
D�ZHOO�NQRZQ�IDFW�WKDW�SXEOLF�VHFWRU�UHIRUP�WKURXJK�H[SHULPHQWV�FDQQRW�VXFFHHG�XQOHVV�WKHUH�LV
VWURQJ�SROLWLFDO�EDFNLQJ�IURP�KLJKHU�OHYHO��8QIRUWXQDWHO\��6'$�VHHPV�QRW�WR�KDYH�WKH�UHTXLUHG
EDFNLQJ�

&YMPH�WXVSRK�PSGEP�XIEQW
6'$�KDV�VXIIHUHG�IURP�KLJK�WXUQRYHU�RI�VWDII��ERWK�DW�PDQDJHPHQW�DQG�RSHUDWLRQDO�OHYHO��$W�WKH
FHQWUDO�OHYHO��ZLWKLQ�$0*��WKHUH�KDV�EHHQ�YLUWXDOO\�FRPSOHWH�FKDQJH�IURP�WKH�96+&�,�SHULRG��$V�D
FRQVHTXHQFH��WKH�ORQJ�WHUP�DGYLVHUV�KDYH�EHFRPH�VWDEOH�HOHPHQW�DQG�ZLHOG�WRR�PXFK�RI�DQ�H[HFX�
WLYH�LQIOXHQFH�ZLWKLQ�WKH�$0*��7KHUH�DUH�YDOLG�UHDVRQV�IRU�WKLV��EXW�LW�UHSUHVHQWV�D�SUREOHP�IRU
EXLOGLQJ�D�VXVWDLQDEOH�DQG�UHSOLFDEOH�RUJDQLVDWLRQDO�PRGHO�

7DONLQJ�WR�RIILFHUV�DW�SURYLQFLDO�DQG�GLVWULFW�OHYHO�FRQILUPV�WKH�LPSUHVVLRQ�WKDW�WKH�IURQW�ILJXUHV�RI
6'$�DUH�WKH�ORQJ�WHUP�DGYLVHUV��DQG�PRUHRYHU�WKDW�LPSOHPHQWDWLRQ�RI�DFWLYLWLHV�JUHDWO\�GHSHQGV�RQ
GHFLVLRQV�DQG�LQSXWV�IURP�WKH�FHQWUDO�OHYHO��:H�NQRZ�WKDW�WKLV�LV�SHUFHLYHG�GLIIHUHQWO\�RQ�WKH�SDUW�RI
$0*��EXW�QHYHUWKHOHVV�LW�LV�DQ�LQGLFDWLRQ�WKDW�6'$�PD\�RSHUDWH�LQ�D�WRR�FHQWUDOLVHG�PDQQHU��ZKLFK
PD\�HYHQ�FRQWUDGLFW�LWV�RZQ�REMHFWLYH�RI�SURPRWLQJ�ERWWRP�XS�SODQQLQJ�
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-QTVSZI�XLI�I\TIVMQIRX
,Q�UHWURVSHFW�LW�ZRXOG�KDYH�EHHQ�EHWWHU�LI�WKH�6'$�PRGHO�ZDV�GHYHORSHG�FDUHIXOO\�ILUVW��WKHQ�SLORWHG
RQ�SODFHV�ZLWK�GLIIHUHQW�HWKQLF�DQG�JHRJUDSKLFDO�FRQGLWLRQV�IRU�OHDUQLQJ�H[SHULHQFHV�DQG�RQO\�DIWHU
WKDW�H[SDQGHG�LQ�WKH�ZKROH�WDUJHW�DUHD��:H�UHFRJQLVH�WKDW�WKLV�RSWLRQ�ZDV�QRW�DFFHSWDEOH�WR�0R+
LQ�������DQG�WKHUHIRUH�QRW�DYDLODEOH��7KH�WUDQVIRUPDWLRQ�RI�6'$�IURP�D�UHJXODU�VHUYLFH�GHOLYHU\
SURJUDPPH�WR�D�PRGHO�GHYHORSPHQW�SURMHFW�KDV�EHHQ�JUDGXDO��DQG�MXVWLILHG��,W�LV�RI�FRQFHUQ�
KRZHYHU��WKDW�ZH�ZHUH�QRW�DEOH�WR�ILQG�D�JHQHUDO�FRQVHQVXV�RI�ZKDW�WKH�PRGHO�LV�DERXW�

,Q�RXU�RSLQLRQ��6'$�KDV�WZR�LPSRUWDQW�FKDOOHQJHV�

− 6LPSOLI\�WKH�PHVVDJH�E\�EXLOGLQJ�RQ�WKH�DUHDV�RI�VXFFHVV��DQG�IRUPXODWH�DQG�GLVVHPLQDWH
VHYHUDO�PRGHOV�RI�D�SUDFWLFDO�´KRZ�WR�GRµ�FKDUDFWHU�

− ,PSURYH�WKH�H[SHULPHQWDO�GHVLJQ�ZKHUH�H[SHULPHQWDWLRQ�VWLOO�LV�ZDUUDQWHG�DQG�SROLWLFDOO\
VXSSRUWHG�

7R�EH�DEOH�WR�OHDUQ�IURP�WKH�H[SHULPHQWV��LW�LV�QHFHVVDU\�ERWK�WR�HVWDEOLVK�D�EDVHOLQH�DW�WKH�EHJLQ�
QLQJ�RI�WKH�H[SHULPHQW��DV�ZHOO�DV�KDYLQJ�D�V\VWHPDWLF�DQG�LQGHSHQGHQW�IROORZ�XS�RI�FKDQJHV�DQG
OHVVRQV�OHDUQHG��0D\EH�6'$�KDV�VXIIHUHG�IURP�WKH�IDFW�WKDW�9LHWQDP�LV�LQ�VKRUWDJH�RI�JRRG�UH�
VHDUFKHUV�LQ�VRFLDO�VFLHQFHV��,QWHUQDWLRQDO�H[SHUWV�FDQ�SURYLGH�XVHIXO�FRQFHSWV�DQG�LGHDV��EXW�PRGHOV
RI�WKH�NLQG�RI�6'$�FDQQRW�EH�VXFFHVVIXOO\�GHYHORSHG�DQG�WHVWHG�ZLWKRXW�GHHS�XQGHUVWDQGLQJ�RI�ORFDO
FXOWXUH�DQG�WUDGLWLRQV�

-QTVSZI�XLI�WEPIWQERWLMT
$V�RWKHU�REVHUYHUV�KDYH�FRPPHQWHG��6'$�KDV�EHHQ�WRR�´VLOHQWµ�DERXW�LWV�DSSURDFKHV�DQG�DFKLHYH�
PHQWV���$OWKRXJK�WKH�HYDOXDWLRQ�WHDP��WRJHWKHU�ZLWK�PDQ\�RI�WKH�LQWHUYLHZHHV��KDV�SUREOHPV
FRPSUHKHQGLQJ�6'$�DV�D�PRGHO��LW�LV�DFNQRZOHGJHG�E\�DOO�WKDW�6'$�LV�SDUWLFXODUO\�ULFK�LQ�RSHUD�
WLRQDO�H[SHULHQFHV�

7RGD\�WKHUH�DUH�VHYHUDO�ODUJH�SURMHFWV�GHDOLQJ�ZLWK�KHDOWK�FDUH�DW�JUDVVURRWV�OHYHO��IRU�H[DPSOH�ZLWK
:RUOG�%DQN�DQG�$'%�ILQDQFLQJ��7KH�OHVVRQV�RI�6'$��ERWK�VXFFHVVHV�DQG�IDLOXUHV��ZRXOG�EH�YHU\
XVHIXO�WR�WKHVH�SURMHFWV��DQG�WKHUH�DUH�VHYHUDO�LQVWDQFHV�RI�RWKHU�GRQRUV�DQG�1*2V�ORRNLQJ�WRZDUGV
6'$�IRU�DGYLVH��%\�LPSURYLQJ�WKH�GLVVHPLQDWLRQ�RI�OHVVRQV�DQG�PRGHOV�6'$�ZLOO�SOD\�WKH�UROH�PDQ\
H[SHFW�RI�96+&��WR�H[SORUH�LQQRYDWLYH�LGHDV�IRU�QHZ�DSSURDFKHV�LQ�KHDOWK�FDUH��$�JUHDWHU�HIIRUW�
WKHUHIRUH��QHHGV�WR�EH�WDNHQ�E\�0R+�WR�JLYH�WKH�PRVW�SURPLVLQJ�RI�WKH�6'$�H[SHULPHQWV�DQ�RIILFLDO
UHFRJQLWLRQ�

:H�UHFRPPHQG�XVLQJ�D�PDLQ�SDUW�RI�WKH�UHPDLQLQJ�RI�96+&�,,��XQWLO�PLG�������WR�IRUPXODWH�VLPSOHU
DQG�PRUH�UHSOLFDEOH�6'$�PRGHOV�²�LQ�SOXUDO��:LWKRXW�DQ�H[WUD�HIIRUW�RI�VDOHVPDQVKLS�LW�ZLOO�EH
GLIILFXOW�IRU�SHRSOH�LQ�GLVDGYDQWDJHV�DUHDV�WR�XQGHUVWDQG�ZKDW�96+&�GLG�IRU�WKHP�

7XMPP�E�RIIH�JSV�JYVXLIV�WGEPMRK�HS[R�r�FIJSVI�WGEPMRK�YT�MW�TSWWMFPI
:H�KDYH�QRWHG�WKDW��GXULQJ�WKH�96+&�,�SHULRG��WKHUH�ZDV�D�SUREOHP�DPRQJ�LPSOHPHQWHUV�LQ
XQGHUVWDQGLQJ�WKH�6'$�PRGHO��DQG�WKDW�WKHUH�ZDV�D�ODFN�RI�FR�RSHUDWLRQ�EHWZHHQ�WKH�FRPSRQHQWV�
7KH�DWWHPSW�DW�UHGLUHFWLQJ�6'$�GXULQJ�WKLV�DJUHHPHQW�SHULRG�KDV�VORZHG�GRZQ�LPSOHPHQWDWLRQ�
DQG�LPSOHPHQWDWLRQ�DW�ORFDO�OHYHO�KDV�UHPDLQHG�GHSHQGHQW�RQ�KHDY\�FHQWUDO�OHYHO�VXSSRUW�

�����������������������������������������������������

��7DPP��*RUGRQ��$SSUDLVDO�5HSRUW��$SULO������
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:KLOH�ZH�VXSSRUW�WKH�DGMXVWPHQWV�PDGH�LQ�WKH�FXUUHQW�SKDVH��ZH�DUH�FRQFHUQHG�DERXW�WKH�FDSDFLW\
RI�6'$�LQ�UHODWLRQ�WR�WKH�VFDOH�RI�LWV�RSHUDWLRQV��7R�KDYH�WKH�WLPH�DQG�PDQSRZHU�UHVRXUFHV�QHHGHG
WR�ILQDOLVH�D�PRGHO��RU�PRGHOV��IRU�KHDOWK�VHUYLFHV�GHYHORSPHQW�LQ�GLVDGYDQWDJHG�DUHDV��WKH�YROXPH
RI�SLORW�DFWLYLWLHV�PLJKW�QHHG�WR�EH�IXUWKHU�UHGXFHG��7R�UHDFK�REMHFWLYHV�LQ�DOO�WKH���SURYLQFHV��LQ�WKH
FXUUHQW�SKDVH��LV�SUREDEO\�WRR�DPELWLRXV�ZLWKLQ�WKH�WLPH�IUDPH�JLYHQ�

)XUWKHUPRUH��ZH�QRWH�WKDW�WKH�QHHGV�DVVHVVPHQW�ZRUNVKRSV�DUH�ERWK�WLPH�DQG�SHRSOH�FRQVXPLQJ�
DQG�WKH�WHDP�REVHUYHG�D�ODFN�RI�RZQHUVKLS�DW�GLVWULFW�OHYHO��7KH�35$�ZRUNVKRSV�GHSHQG�VWLOO�RQ
FRQVLGHUDEOH�VXSSRUW�IURP�FHQWUDO�OHYHO�²�$0*��DQG�UHSOLFDELOLW\�LV�QRW�\HW�VHFXUHG��,W�LV�LPSRUWDQW
WR�ILQG�D�PRGHO�IRU�ORFDO�OHYHO�SODQQLQJ�ZKLFK�LV�UHSOLFDEOH�DQG�OHVV�GHSHQGHQW�RQ�RXWVLGH�VXSSRUW�

:H�EHOLHYH�LW�LV�QHFHVVDU\�WR�UHFRQVLGHU�WKH�UROH�RI�WKH�OLQH�PLQLVWU\�LQ�35$�UHODWHG�DFWLYLWLHV��,W
VHHPV�QRW�WR�EH�D�YLDEOH�DSSURDFK�WR�UHO\�RQ�'LVWULFW�+HDOWK�&HQWUHV�DV�WKH�SULPDU\�35$�DJHQWV�
6'$�ZRXOG�SUREDEO\�EHQHILW�IURP�VFDOLQJ�GRZQ�WKLV�HOHPHQW�WR�WU\�RXW�D�ZD\�WR�VWLPXODWH�35$
LQLWLDWLYHV�PDQDJHG�E\�FRPPXQLW\�EDVHG�RUJDQLVDWLRQV�DQG�1*2V�

0EGOMRK�E�VIWTSRWI�QIGLERMWQ�XS�TSTYPEV�WXEXIQIRXW�SJ�RIIHW
,W�LV�QRW�FOHDU�ZKDW�UHVRXUFHV�WKDW�ZLOO�EH�QHHGHG�DQG�ZKDW�FDSDFLW\�WKH�JRYHUQPHQW�V\VWHP�KDV�WR
PRELOLVH�WR�UHVSRQG�WR�QHHGV�DQG�SULRULWLHV�LGHQWLILHG�WKURXJK�35$�ZRUNVKRSV�

7KHUH�LV�D�QHHG�WR�VWDUW�ZRUN�RQ�PHFKDQLVPV�WKDW�IDFLOLWDWH�LQWHU�VHFWRUDO�FROODERUDWLRQ�DW�FRPPXQH
RU�GLVWULFW�OHYHO�LQYROYLQJ�ORFDO�DXWKRULWLHV�DQG�YDULRXV�OLQH�GHSDUWPHQWV��0RUHRYHU��WKHUH�QHHGV�WR
H[LVW�ILQDQFLDO�LQWHUPHGLDULHV��OLNH�ORFDO�GHYHORSPHQW�IXQGV�DQG�EDQNV��ZKLFK�FDQ�IRUJH�D�IXQFWLRQDO
OLQN�EHWZHHQ�WKH�SXEOLF�VHFWRU�DQG�QRQ�JRYHUQPHQWDO�RUJDQLVDWLRQV��SULYDWH�SURYLGHUV�DQG�WKH
FRPPXQLWLHV�LQ�ORFDO�OHYHO�SURMHFWV�

8LI�TVSZMRGI�RIIHW�XS�TPE]�E�WXVSRKIV�VSPI
7KHUH�VHHPV�WR�EH�D�ODFN�RI�NH\�VWDII�DW�SURYLQFLDO�OHYHO�IRU�WUDLQLQJ�DQG�VXSHUYLVRU\�DFWLYLWLHV�DQG
SRVVLEO\�DOVR�D�ODFN�RI�PRWLYDWLRQ��7KLV�FRXOG�EH�GXH�WR�WKH�IDFW�WKDW�WKH�SURYLQFLDO�OHYHO�LV�EHLQJ�E\�
SDVVHG�FRQFHUQLQJ�ILQDQFLDO�PDQDJHPHQW��*LYHQ�WKH�FXUUHQW�WUHQG�RI�JUHDWHU�SURYLQFLDO�VHOI�
JRYHUQDQFH��LW�LV�DOPRVW�LQHYLWDEOH�LQ�WKH�QHDU�IXWXUH�WKDW�WKH�UHJXODU�DSSOLFDWLRQ�RI�WKH�6'$�PRGHO
�RU�PRGHOV��ZLOO�EHFRPH�D�SURYLQFLDO�UHVSRQVLELOLW\��KRSHIXOO\�ZLWKRXW�MHRSDUGLVLQJ�WKH�LQQRYDWLRQV�
2XU�LPSUHVVLRQ�LV�WKDW�WKH�SURYLQFHV�VWLOO�SUHIHU�WR�VHH�6'$�96+&�DV�D�SRWHQWLDO�UHVRXUFH�IRU
IXQGLQJ�WKHLU�UHJXODU�SURJUDPPHV��UDWKHU�WKDQ�EUHDNLQJ�QHZ�JURXQG�

0IX�XLI�I\TIVMQIRX�GSRXMRYI�r�MJ�XLEX�MW�[LEX�MX�MW
:KLOH�PDQ\�RI�WKH�OHVVRQV�LGHQWLILHG�DERYH�SRLQW�DW�SUREOHPV�UDWKHU�WKDQ�DFKLHYHPHQWV��ZH�DUH�QRW
GUDZLQJ�D�QHJDWLYH�FRQFOXVLRQ�DERXW�WKH�JHQHUDO�WKUXVW�RI�6'$��,W�KDV�EHHQ�D�EROG�DWWHPSW�E\�ERWK
0R+�DQG�6LGD�WR�DGGUHVV�VRPH�YHU\�GLIILFXOW�SUREOHPV�RI�LQHTXLW\�LQ�KHDOWK�FRQGLWLRQV�DQG�KHDOWK
FDUH��7KH�REMHFWLYHV�RI�6'$�DUH�QR�OHVV�UHOHYDQW�WRGD\�WKDQ�LQ�������,W�LV�WR�WKH�FUHGLW�RI�0R+�DQG
6LGD�WKDW�WKH\�KDYH�UHDOLVHG�WKH�QHHG�WR�H[SHULPHQW�WR�ILQG�QHZ�ZD\V�WR�PHHW�WKHVH�REMHFWLYHV�
7KH�IDFW�WKDW�WKLV�H[SHULPHQW�UHYHDOV�SUREOHPV�LV�QRW�QHJDWLYH��DV�ORQJ�DV�WKH�OHVVRQV�IRUP�SDUW�RI�D
OHDUQLQJ�SURFHVV��:H�ZRXOG�UHFRPPHQG�FRQWLQXLQJ�SXUVXLQJ�WKH�H[SHULPHQW�DQG�WKH�OHDUQLQJ�SURFHVV
EXLOGLQJ�RQ�WKH�VWUHQJWKV�RI�WKH�96+&��SDWLHQFH��IOH[LELOLW\�DQG�WUXVW�
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�� (VYK�4SPMG]�ERH�'SRXVSP

��� &EGOKVSYRH�ERH�GSRXI\X

$V�D�SDUW�RI�WKH�9LHWQDP�6ZHGHQ�+HDOWK�&R�RSHUDWLRQ��6LGD�KDV�SURYLGHG�VXSSRUW�LQ�WKH�DUHD
RI�SKDUPDFHXWLFDOV�IURP�������,Q�WKH�DJUHHPHQWV�SULRU�WR������VXSSRUW�KDG�EHHQ�LQ�WKH�IRUP�RI
PDWHULDO�VXSSRUW�WR�HQFRXUDJH�WKH�GHYHORSPHQW�RI�GUXJ�PDQDJHPHQW��WKH�GHYHORSPHQW�RI�ORFDO
SKDUPDFHXWLFDO�LQGXVWU\�DQG�GLUHFW�VXSSRUW�WR�VXSSOHPHQW�WKH�SURFXUHPHQW�RI�GUXJV�DQG�UDZ
PDWHULDO�IRU�JRYHUQPHQW�LQVWLWXWLRQV�DQG�SURJUDPPHV�

7KH�����²���DJUHHPHQW�LQWURGXFHG�D�SDUWLDO�FKDQJH�RI�HPSKDVLV�WRZDUGV�VXSSRUW�RI�WKH�SKDUPD�
FHXWLFDO�VHFWRU��ZLWK�PRUH�FRQFHUQ�IRU�TXDOLW\�FRQWURO�DQG�WKH�UDWLRQDO�DQG�VDIH�XVH�RI�GUXJV��,Q�WKH
����²���DJUHHPHQW��WKH�SURFXUHPHQW�RI�GUXJV�HOHPHQW�ZDV�RPLWWHG�FRPSOHWHO\��7KH�PDLQ�IRFXV
ZDV�WUDQVIHUUHG�WR�WKH�GHYHORSPHQW�RI�SROLF\�DQG�UHJXODWLRQV�WKDW�ZRXOG�VWUHQJWKHQ�WKH�FDSDFLW\�RI
WKH�0LQLVWU\�RI�+HDOWK�WR�PRQLWRU�DQG�FRQWURO�WKH�DYDLODELOLW\��TXDOLW\�DQG�XVH�RI�GUXJV�LQ�9LHWQDP
LQ�ERWK�WKH�SULYDWH�DQG�SXEOLF�VHFWRUV��7KLV�FKDQJH�RI�HPSKDVLV�ZDV�QHFHVVLWDWHG�E\�WKH�HIIHFW�RI�WKH
QDWLRQDO�SROLF\�FKDQJH�WR�D�PDUNHW�HFRQRP\��7KH�LQWURGXFWLRQ�RI�D�PDUNHW�HFRQRP\�UHVXOWHG�LQ�WKH
UDSLG�GHYHORSPHQW�RI�D�SULYDWH�SKDUPDFHXWLFDO�VHFWRU�DW�D�UDWH�IDVWHU�WKDQ�WKH�H[SDQVLRQ�RI�FRQWURO�
OLQJ�FDSDFLW\�RI�WKH�GHSDUWPHQW�RI�SKDUPDF\�LQ�WKH�0LQLVWU\�RI�+HDOWK��6XFK�D�GHYHORSPHQW�KDG
LPSOLFDWLRQV�IRU�WKH�TXDOLW\�DQG�VDIH�DQG�UDWLRQDO�XVH�RI�GUXJV�E\�WKH�JHQHUDO�SXEOLF��DQG�WKHUH�ZDV
DQ�XUJHQW�QHHG�WR�GHYHORS�DQG�LPSOHPHQW�D�OHJLVODWLYH�IUDPHZRUN�DQG�V\VWHPV�WR�SURPRWH�WKH�VDIH
PDQXIDFWXUH��LPSRUW��VXSSO\�DQG�XVH�RI�JRRG�TXDOLW\�SKDUPDFHXWLFDOV�LQ�9LHWQDP

��� 3FNIGXMZIW�ERH�EGLMIZIQIRXW

7KH�WLPHIUDPH�IRU�LPSOHPHQWDWLRQ�RI�WKH�$'3&�FRPSRQHQW�RI�WKH�96+&�LQFOXGHG�WKH�ZKROH�ILYH�
\HDU�SHULRG�RI�WKH�DJUHHPHQW�IURP������WR������ZLWK�D�VXEVHTXHQW�H[WHQVLRQ�RI���\HDUV��7KH
RYHUDOO�REMHFWLYH�RI�WKH�SURJUDPPH�LV�VWDWHG�DV�DLPLQJ�IRU�DQ�´LQFUHDVHG�FDSDFLW\µ�DPRQJVW�WKH
UHOHYDQW�LQVWLWXWLRQV�LQ�WKH�DUHDV�RI�GUXJ�FRQWURO��UDWLRQDO�GUXJ�XVH�DQG�KHDOWK�ZRUNHU�WUDLQLQJ�
$OWKRXJK�WKH�REMHFWLYH�ZDV�VLPSO\�VWDWHG��WKH�LPSOLFDWLRQV�RI�WKH�DFWLYLWLHV�QHHGHG�WR�DFKLHYH
VLJQLILFDQW�´LQFUHDVHG�FDSDFLW\µ�UHTXLUHG�D�ORQJ�WHUP�SHUVSHFWLYH�LQ�YLHZ�RI�WKH�EDFNJURXQG�VLWXD�
WLRQ��6RPH�RI�WKH�DFWLYLWLHV�KDYH�QRW�EHHQ�FRPSOHWHG��DQG�VRPH�RI�WKH�DFWLYLWLHV�KDYH�QRW�EHHQ
VWDUWHG��QHYHUWKHOHVV�WKHUH�KDV�EHHQ�REYLRXV�SURJUHVV�ZLWKLQ�WKH�SURMHFW�WLPHIUDPH�

%QFMXMSYW�FYX�VIEPMWXMG�SFNIGXMZIW
7KH�RULJLQDO�RYHUDOO�REMHFWLYH�LV�FRQWDLQHG�LQ�WKH�6SHFLILF�$JUHHPHQW�RI�2FWREHU������DQG�LV�VWDWHG
DV�IROORZV�

´$Q�LQFUHDVHG�FDSDFLW\�RI�WKH�'HSDUWPHQW�RI�3KDUPDF\�DQG�DVVRFLDWHG�LQVWLWXWLRQV�WR�

− &RQWURO�WKH�VXSSO\��TXDOLW\�DQG�PDUNHWLQJ�RI�GUXJV�
− (QFRXUDJH�UDWLRQDO�SUHVFULSWLRQ�DQG�XVH�RI�GUXJV��DQG
− ,QIOXHQFH�WKH�WUDLQLQJ�RI�SKDUPDFLVWV�DQG�RWKHU�KHDOWK�ZRUNHUV�LQFOXGLQJ�PHGLFDO

GRFWRUV�µ

7KLV�RYHUDOO�REMHFWLYH�ZDV�IXUWKHU�GHYHORSHG�LQ�WKH������SURMHFW�GRFXPHQW�ZLWK�WKH�LGHQWLILFDWLRQ�RI
LQGLFDWRUV�ZKLFK�SRLQWHG�WR�DFWLYLWLHV�LQ�WKH�IROORZLQJ�DUHDV�
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• $�1DWLRQDO�'UXJ�3ROLF\�DQG�DVVRFLDWHG�OHJLVODWLRQ�ZLOO�EH�DJUHHG�DQG�DSSURYHG�
• 0HFKDQLVPV�DQG�ERGLHV�IRU�HQIRUFLQJ�WKH�OHJLVODWLRQ�ZLOO�EH�GHILQHG��HVWDEOLVKHG�DQG

IXQFWLRQLQJ�
• 7KH�1DWLRQDO�,QVWLWXWH�IRU�'UXJ�4XDOLW\�&RQWURO��1,'4&��DQG�WKH�VXE��LQVWLWXWH�LQ

+&0&�ZLOO�KDYH�XSJUDGHG�HTXLSPHQW�DQG�EHWWHU�WUDLQHG�VWDII�
• 3KDUPDFHXWLFDO�LQVSHFWLRQ�V\VWHPV�ZLOO�EH�VWUHQJWKHQHG�
• 0HWKRGV�IRU�ILQDQFLQJ�WKH�SXUFKDVH�RI�GUXJV��H�J��5')�DQG�+,��ZLOO�EH�GHYHORSHG�DQG

PRUH�XQLIRUPO\�DSSOLHG�WKURXJKRXW�9LHWQDP�
• +HDOWK�ZRUNHUV�DW�DOO�OHYHOV�ZLOO�IROORZ�UDWLRQDO�SUDFWLFHV�
• 0LQLVWU\�RI�+HDOWK�ZLOO�KDYH�WKH�FRPSHWHQFH�DQG�V\VWHP�WR�PRQLWRU�WKH�XVH�RI�GUXJV�
• 7KH�SXEOLF�ZLOO�KDYH�LQFUHDVHG�NQRZOHGJH�RI�ERWK�WKH�EHQHILFLDO�DQG�KDUPIXO�HIIHFW�RI

GUXJV���3ULRULW\�WDUJHWV�ZLOO�EH�ZRPHQ�DQG�HVSHFLDOO\�SUHJQDQW�ZRPHQ��

:KLOVW�WKHVH�REMHFWLYHV�DUH�DSSURSULDWH�DQG�UHDOLVWLF�LW�LV�UHJUHWWDEOH�WKDW�WKH�ZKROH�DUHD�RI�GUXJ
ILQDQFLQJ�ZDV�RPLWWHG�IURP�WKH�RULJLQDO�DJHQGD��7KH�V\VWHP�IRU�GUXJ�ILQDQFLQJ�LV�EDVLF�WR�WKH�VXSSO\�RI
GUXJV�LQ�WKH�JRYHUQPHQW�VHFWRU�WKHUHIRUH�DQ�LPSRUWDQW�HOHPHQW�RI�WKH�SURJUDPPH�ZDV�OHIW�DVLGH��,W
VKRXOG�DOVR�EH�QRWHG�WKDW�LPSURYLQJ�WKH�FDSDFLW\�DQG�DELOLW\�RI�WKH�'4&�,QVWLWXWHV�GRHV�QRW�RI�LWVHOI
QHFHVVDULO\�OHDG�WR�LPSURYHG�SURGXFW�TXDOLW\�LQ�WKH�PDUNHW��LW�FDQ�RQO\�SURYLGH�LQIRUPDWLRQ�DERXW
WKH�VWDWH�RI�SURGXFW�LQ�WKH�PDUNHW�

7YFWXERXMEP�EGLMIZIQIRXW��FYX�FMEWIH
7KH�SURMHFW�GRFXPHQW�VWDWHG�WKDW�DFWLYLWLHV�VKRXOG�EH�´FR�RUGLQDWHG�E\��EXW�QRW�WDNH�SODFH�ZLWKLQ
WKH�GHSDUWPHQW�RI�SKDUPDF\µ��,Q�OLQH�ZLWK�WKLV�WKH�+HDG�RI�$'3&�KDV�EHHQ�WKH�'LUHFWRU�RI�WKH
'UXJ�$GPLQLVWUDWLRQ�RI�9LHWQDP��'$9��EXW�WKH�$'3&�KDV�KDG�D�VHSDUDWH�RIILFH�VWDIIHG�E\�D
PL[WXUH�RI�VHFRQGHG�0LQLVWU\�RI�+HDOWK�VWDII�DQG�GLUHFWO\�FRQWUDFWHG�VWDII��)ROORZLQJ�WKH�UHRUJDQL�
VDWLRQ�RI�WKH�'$9�WKH�$'3&�ZDV�DWWDFKHG�WR�RQH�RI�WKH�GLYLVLRQV�ZKLOVW�UHWDLQLQJ�LWV�RZQ�VWUXFWXUH�
0DQ\�DFWLYLWLHV�KDYH�WDNHQ�SODFH�RXWVLGH�WKH�'$9�DQG�WKLV�ZDV�QHFHVVDU\��WKHUH�LV�KRZHYHU�DOZD\V
D�GDQJHU�WKDW�WKH�$'3&�ZLOO�IRFXV�PRUH�RQ�WKH�DFWLYLWLHV�WKDW�DUH�D�SULRULW\�IRU�'$9�

0DQ\�RI�WKH�DFWLYLWLHV�OLVWHG�LQ�WKH�SURMHFW�GRFXPHQW�KDYH�EHHQ�LQLWLDWHG��6RPH�RI�WKH�DFWLYLWLHV
VWDWHG�LQ�WKH�RULJLQDO�SURMHFW�GRFXPHQW�KDYH�QRW�EH�FDUULHG�WKURXJK�HLWKHU�EHFDXVH�RI�WKH�GLUHFWLRQ
RI�JRYHUQPHQW�SROLF\�RU�EHFDXVH�'$9�DQG�$'3&�UHRUGHUHG�WKH�SULRULWLHV�

3URMHFW�'RFXPHQW�$FWLYLWLHV�WKDW�ZHUH�LPSOHPHQWHG�HLWKHU�LQ�IXOO�RU�LQ�SDUW�

• )RUP�VSHFLDOLVW�JURXSV�WR�VWXG\�WKH�SKDUPDFHXWLFDO�VHFWRU�LQ�9LHWQDP�DQG�RWKHU�FRXQWULHV��DQG
GHILQH�SROLFLHV�DQG�SURSRVH�OHJLVODWLRQ�

• 'HILQH�DQG�UHJXODUO\�XSGDWH�D�UHYLVHG�OLVW�RI�HVVHQWLDO�GUXJV�IRU�HDFK�OHYHO�RI�KHDOWK�IDFLOLW\�
'HYHORS�JXLGHOLQHV�IRU�UDWLRQDO�SUHVFULSWLRQ�DW�YDULRXV�OHYHOV�

• ,PSURYH�IDFLOLWLHV�DQG�SURFHGXUHV�DW�1,'4&�
• ,PSURYH�IDFLOLWLHV��VWUHQJWKHQ�V\VWHPV�DQG�LQFUHDVH�VNLOOV�RI�VWDII�UHODWLQJ�WR�PRQLWRULQJ�RI�XVH�RI

GUXJV�DQG�LVVXHV�VXFK�DV�$'5�DQG�UHVLVWDQFH�
• (VWDEOLVK�LQVSHFWLRQ�V\VWHP�WR�FRQWURO�LPSRUW��GLVWULEXWLRQ�DQG�VDOHV�
• ,QLWLDWH�DQG�FR�RUGLQDWH�SURJUDPPHV�RI�LQIRUPDWLRQ�DQG�HGXFDWLRQ�IRU�WKH�SXEOLF�RQ�WKH

DSSURSULDWH�XVH�RI�GUXJV�

0DQ\�RI�WKHVH�DFWLYLWLHV�KDYH�UHVXOWHG�LQ�RXWSXWV�WKDW�DUH�GHPRQVWUDEOH��7KH�RQO\�DFWLYLW\�OLVWHG
DERYH�WKDW�GRHV�QRW�KDYH�D�FOHDU�RXWFRPH�LV�WKH�HVWDEOLVKPHQW�RI�DQ�LQVSHFWLRQ�V\VWHP��,W�LV�LQFOXGHG
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LQ�WKH�DERYH�EHFDXVH�WKHUH�KDYH�EHHQ�VRPH�PRYHV�ZKLFK�DUH�SUHFXUVRUV�WR�WKH�LQVSHFWLRQ�V\VWHP�
DQG�XQWLO�WKH�GUXJ�ODZ�LV�LQ�IRUFH�WKH�OHJDO�EDVLV�IRU�PXFK�RI�WKDW�ZRUN�LV�DEVHQW�

3URMHFW�'RFXPHQW�$FWLYLWLHV�WKDW�GR�QRW�DSSHDU�WR�KDYH�EHHQ�LPSOHPHQWHG�

• (YDOXDWH�PHWKRGV�RI�ILQDQFLQJ�SXUFKDVH�RI�GUXJV�FXUUHQWO\�XVHG�LQ�9LHWQDP��GHYHORS�DQG
WHVW�LPSURYHG�PHWKRGV�DQG�GHILQH�QDWLRQDO�SROLFLHV�IRU�GUXJ�ILQDQFLQJ�

• $GYLVH�KRVSLWDOV�DQG�KHDOWK�EXUHDX[�RQ�HIIHFWLYH�PHWKRGV�RI�SURFXUHPHQW�IURP�VWDWH�DQG
SULYDWH�VHFWRUV�

• &R�RUGLQDWH�ZLWK�GHSDUWPHQW�RI�VFLHQFH�DQG�WUDLQLQJ�WR�SURYLGH�FRQWLQXLQJ�HGXFDWLRQ�IRU
FXUUHQW�KHDOWK�ZRUNHUV�DW�DOO�OHYHOV�DQG�LPSURYH�LQLWLDO�WUDLQLQJ�IRU�SKDUPDFLVWV�UHODWLQJ�WR
WKH�JXLGHOLQHV�

,W�LV�VLJQLILFDQW�WKDW�WKH�DERYH�OLVW�RI�DFWLYLWLHV�UHODWH�WR�GUXJ�DYDLODELOLW\��DIIRUGDELOLW\�DQG�XVH��QRQH
RI�ZKLFK�DUH�GLUHFW�UHVSRQVLELOLWLHV�RI�WKH�'$9�

2QH�HYDOXDWLRQ�VWDWHPHQW�WKDW�FDQ�EH�FOHDUO\�PDGH�DERXW�WKH�$'3&�LV�WKDW�WKHUH�KDYH�EHHQ�D
QXPEHU�RI�VLJQLILFDQW�RXWSXWV�GXULQJ�WKH�SHULRG�RI�WKH�����²���DJUHHPHQW�DQG�WKDW�WKHVH�DUH�EHLQJ
FDUULHG�IRUZDUG�LQWR�WKH�FXUUHQW�WZR�\HDU�H[WHQVLRQ�

7KH�RXWSXWV�DUH�GHVFULEHG�LQ�GHWDLO�LQ�WKH�$'3&�ILQDO�UHSRUW�DQG�PD\�EH�VXPPDULVHG�DV�IROORZV
XQGHU�WKH�KHDGLQJ�RI�WKH�ILYH�PDMRU�DUHDV�RI�ZRUN�

'UXJ�0DQDJHPHQW�$XWKRULW\�DW�&HQWUDO�/HYHO�UHRUJDQLVHG�DQG�FRQWURO�RI�WKH�GUXJ
PDUNHW�LPSURYHG
• )LQDOLVHG�LQ������ZLWK�DQ�LQFUHDVH�LQ�VWDIILQJ�IURP����WR�RYHU�����7KH�'HSDUWPHQW�RI�3KDUPDF\

EHFDPH�WKH�'UXJ�$GPLQLVWUDWLRQ�RI�9LHWQDP��'$9���7KH�FHQWUDO�'$9�LV�OLQNHG�ZLWK�SURYLQ�
FLDO�SKDUPDFHXWLFDO�PDQDJHPHQW�GLYLVLRQV�

• '$9�KDV���GLYLVLRQV�FRQFHUQHG�ZLWK�ILQDQFH��SUDFWLFH��UHJLVWUDWLRQ��TXDOLW\�FRQWURO��LQIRUPDWLRQ
DQG�DGYHUWLVLQJ��DQG�QDUFRWLF�DQG�SV\FKRWURSLF�GUXJ�FRQWURO�

• 7UDLQLQJ�ZDV�SURYLGHG�LQ�(QJOLVK��LQ�FRPSXWHU�VNLOOV�DQG�LQ�VSHFLILF�WHFKQLFDO�DUHDV�
• 6XSSO\�RI�RIILFH�HTXLSPHQW�
• $'3&�LV�DWWDFKHG�WR�WKH�LQIRUPDWLRQ�DQG�DGYHUWLVLQJ�GLYLVLRQ��ZLWK�WKH�KHDG�RI�WKH�GLYLVLRQ�DV

VHFUHWDU\�RI�$'3&�

9LHWQDP�1DWLRQDO�'UXJ�3ROLF\��91'3��DSSURYHG�DQG�DVVRFLDWHG�GUXJ�ODZ�DQG
UHJXODWLRQV�GHYHORSHG�
• 91'3�ZDV�GHYHORSHG�XVLQJ�D�VWHHULQJ�FRPPLWWHH�DQG�VHYHUDO�ZRUNLQJ�JURXSV�
• 91'3�ZDV�RIILFLDOO\�DSSURYHG�LQ������ZLWK�D�PDVWHUSODQ�GHYHORSHG�LQ������DQG�SLORWHG�LQ��

GLVWULFWV�WKHUHDIWHU�
• 3LORW�DFWLYLWLHV�LQFOXGH�LPSURYLQJ�FRPSHWHQFH�LQ�PDQDJHPHQW�VNLOOV��LQWHU�VHFWRU�FR�RUGLQDWLRQ

LQ�FRQWURO�DFWLYLWLHV��WUDLQLQJ�RI�SKDUPDF\�DVVLVWDQWV��DQG�LQFUHDVHG�LQYROYHPHQW�RI�WKH�SURYLQ�
FLDO�3HRSOH·V�&RPPLWWHH�

'HYHORS��DPHQG�DQG�XSGDWH�D�GUXJ�ODZ��D�GUXJ�UHJXODWLRQ�V\VWHP�WKDW�LV�FRPSDWLEOH
ZLWK�WKH�FKDOOHQJHV�LQ�WKH�QHZ�GUXJ�PDUNHW�
• $�QHZ�GUXJ�ODZ�LV�EHLQJ�GHYHORSHG�E\�D�VWHHULQJ�FRPPLWWHH�DQG�ZRUNLQJ�JURXSV��,W�KDV�UHDFKHG

WKH�VWDJH�RI�D���WK�GUDIW�EDVHG�RQ�ZLGH�QDWLRQDO�FRQVXOWDWLRQ��,W�LV�SODQQHG�WR�EH�UHDG\�IRU�VXE�
PLVVLRQ�IRU�DSSURYDO�LQ������
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&DSDFLW\�DQG�DELOLW\�RI�'4&�LQVWLWXWHV�LPSURYHG�VR�WKDW�WKH�TXDOLW\�RI�UHJLVWHUHG�DQG
PDUNHWHG�GUXJV�LQFUHDVLQJO\�PHHWV�VHW�VSHFLILFDWLRQV�
• $�WRWDO�RI����'4&,�SHUVRQQHO�UHFHLYHG�WUDLQLQJ�LQFOXGLQJ�VWXG\�DEURDG�IRFXVLQJ�RQ�LQVWUX�

PHQWDO�DVVD\�PHWKRGV�DQG�PHWKRGV�IRU�PXOWL�FRPSRQHQW�GUXJ�FRQWURO�
• $�ODUJH�SURSRUWLRQ�RI�WKH�EXGJHW�ZDV�VSHQW�RQ�DQDO\WLFDO�HTXLSPHQW�IRU�WKH�QDWLRQDO�LQVWLWXWH�LQ

+DQRL�DQG�WKH�UHJLRQDO�LQVWLWXWH�LQ�+R�&KL�0LQK�FLW\

5DWLRQDO�DQG�VDIH�XVH�RI�GUXJV�LPSURYHG
• (VWDEOLVKPHQW�RI�GUXJ�WKHUDSHXWLF�FRXQFLOV�LQ�����RI�KRVSLWDOV�
• $GYHUVH�GUXJ�UHDFWLRQ�PRQLWRULQJ�FHQWUH�ZDV�HVWDEOLVKHG�LQ�+DQRL�LQ�����ZLWK�DVVRFLDWHG

WUDLQLQJ�IRU�KHDOWK�SHUVRQQHO�LQ����SURYLQFHV�
• $�GUXJ�LQIRUPDWLRQ�FHQWUH�HVWDEOLVKHG�LQ�WKH�&ROOHJH�RI�3KDUPDF\�LQ�+DQRL��������DQG

WKH�ODXQFK�RI�D�FHQWUH�LQ�+&0&�LQ�������+DQRL�',&�SURGXFHV�D�FOLQLFDO�SKDUPDF\�EXOOHWLQ
ZLWK����LVVXHV�SHU�DQQXP�

• $QWLELRWLF�VHQVLWLYLW\�WHVWLQJ�VWXG\��$676��HVWDEOLVKHG�DW�%DF�0DL�+RVSLWDO�ZLWK�D�QHWZRUN�RI
ODERUDWRULHV�FROODERUDWLQJ�WR�SURYLGH�LQIRUPDWLRQ��ZKLFK�LV�GLVVHPLQDWHG�ZLGHO\�DQG�IUHTXHQWO\�

• $QWLELRWLF�$GYLVRU\�&RPPLWWHH�VXSSRUWHG�ZLWK�WKH�GHYHORSPHQW�RI�D�SROLF\��DQG�WUHDWPHQW
JXLGHOLQHV�IRU�FRPPRQ�LQIHFWLRXV�GLVHDVHV�

• 'HYHORSPHQW�RI�WKH�9LHWQDP�1DWLRQDO�'UXJ�)RUPXODU\�LV�XQGHUZD\�ZLWK�D�IHZ�WHVW�FRSLHV�RI
YROXPH�RQH�UHFHQWO\�SURGXFHG�IRU�´WHVW�XVHµ�

• 7KH�QDWLRQDO�(VVHQWLDO�'UXJ�/LVW�ZDV�UHYLVHG�DQG�UHLVVXHG�LQ�-XO\������
• 3XEOLF�HGXFDWLRQDO�SURJUDPPHV�RQ�VDIH�GUXJ�XVH��DLPHG�DW�ZRPHQ�DQG�XVLQJ�VRPH�PLQRULW\

ODQJXDJHV�UHOHYDQW�WR�6'$�SURYLQFHV��%URDGFDVWV�RQ�QDWLRQDO�DQG�SURYLQFLDO�UDGLR�DQG�79�

��� 0IWWSRW�SR�MRWXMXYXMSREP�HIZIPSTQIRX

$'3&��ZLWK�LWV�ODUJH�YDULHW\�RI�DFWLYLWLHV��KDV�FRQWULEXWHG�WR�WKH�GHYHORSPHQW�RI�D�QXPEHU�RI�KHDOWK
DQG�HGXFDWLRQDO�LQVWLWXWLRQV�

7YGGIWWJYPP]�FYMPHMRK�XLI�(VYK�%HQMRMWXVEXMSR�SJ�:MIXREQ��FYX�XSS�QYGL�ER�MWSPEXIH�WTIGMEPMWX
7KH�PDMRU�IRFXV�RI�WKH�LQVWLWXWLRQDO�GHYHORSPHQW�DFWLYLWLHV�RI�WKH�$'3&�KDV�EHHQ�WKH�'$9�LQ�WKH
0LQLVWU\�RI�+HDOWK��$V�LQGLFDWHG�DERYH��WKH�96+&�KDV�KDG�D�PDMRU�LQIOXHQFH�RQ�WKH�'$9��EHLQJ
FORVHO\�LQYROYHG�LQ�WKH�SODQQLQJ�DQG�WKH�UHRUJDQLVDWLRQ�RI�WKH�'$9�DV�RQH�RI�WKH�PDMRU�REMHFWLYHV�
7KH�UHRUJDQLVDWLRQ�ZDV�RI�PDMRU�SURSRUWLRQV�LQ�WHUPV�RI�IXQFWLRQ�DQG�QXPEHU�RI�HPSOR\HHV�

7UDLQLQJ�LQ�WHFKQLFDO�DUHDV�KDV�LQFOXGHG�LQ�FRXQWU\�ZRUNVKRSV�DQG�HGXFDWLRQDO�YLVLWV�WR�6ZHGHQ
DQG�UHJLRQDO�FRXQWULHV��:RUN�KDV�EHJXQ�RQ�WKH�UHJLVWUDWLRQ�RI�GUXJ�DQG�FRVPHWLF�SURGXFWV��WKH
FRQWURO�RI�DGYHUWLVLQJ�RI�SKDUPDFHXWLFDO�SURGXFWV��WKH�OLFHQVLQJ�RI�PDQXIDFWXUHUV�DQG�ZKROHVDOHUV
DQG�WKH�PRQLWRULQJ�RI�GUXJ�TXDOLW\��7KLV�LV�TXLWH�DQ�LPSUHVVLYH�OLVW�RI�DFKLHYHPHQWV�LQ�GHYHORSLQJ
WKH�UROH�DQG�VNLOOV�RI�WKH�'$9�WKRXJK�WKH�TXDOLW\�RI�RXWSXW�IURP�WKH�GHSDUWPHQW�LV�QRW�PHDVXUHG�

$SDUW�IURP�WKH�GLUHFW�LQYROYHPHQW�LQ�WKH�'$9�UHRUJDQLVDWLRQ�WKHUH�KDYH�EHHQ�GLIIHUHQW�OHYHOV�RI
OHVV�IRUPDO�FDSDFLW\�EXLOGLQJ�WKURXJK�WKH�PDQDJHPHQW�DFWLYLWLHV�RI�$'3&�XQGHU�RQH�GLYLVLRQ�RI�WKH
'$9��,QYROYHPHQW�LQ�DQQXDO�SODQQLQJ��LPSOHPHQWDWLRQ�DQG�UHSRUWLQJ�UHTXLUHPHQWV�IRU�96+&�
ZRUNLQJ�DORQJVLGH�DQG�LQWHUDFWLQJ�ZLWK�ORQJ�WHUP�DGYLVRUV��LV�D�SDUW�RI�FDSDFLW\�EXLOGLQJ��6LPLODUO\
WKH�ZKROH�SURFHVV�DQG�GHYHORSPHQW�RI�WKH�1DWLRQDO�'UXJ�3ROLF\��WKH�GUXJ�ODZ��DQG�WKH�QDWLRQDO
IRUPXODU\�KDYH�LQYROYHG�ZLGH�FRQVXOWDWLYH�DQG�FROODERUDWLYH�DFWLYLW\�SODQQHG�DQG�LPSOHPHQWHG�E\
WKH�'$9��7KH�SUHVHQFH�RI�RQO\�WZR�LQWHUQDWLRQDO�DGYLVRUV��RQO\�RQH�LQ�SRVW�IRU�VRPH�SHULRGV���DORQJ
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ZLWK�OLPLWHG�XVH�RI�VKRUW�WHUP�FRQVXOWDQWV��LPSOLHV�WKDW�WKH�QDWLRQDO�VWDII�KDV�SHUIRUPHG�WKH�EXON�RI
WKH�ZRUN�LQ�FROODERUDWLRQ�ZLWK�RWKHU�VWDNHKROGHUV�YLD�WKH�ZRUNLQJ�JURXSV��1RUPDOO\�D�YHU\�HIIHFWLYH
ZD\�RI�GHYHORSLQJ�FDSDFLW\�

2QH�SRWHQWLDO�QHJDWLYH�DVSHFW�REVHUYHG�LQ�WHUPV�RI�LQVWLWXWLRQDO�GHYHORSPHQW�LV�WKH�SRVLWLRQ�RI�WKH
'$9�DV�EHLQJ�´LQGHSHQGHQWµ��D�ZRUG�XVHG�E\�WKH�*HQHUDO�'LUHFWRU�'$9��EXW�ZLWKLQ�WKH�0LQLVWU\
RI�+HDOWK��7KLV�SUREDEO\�UHVXOWV�IURP�WKH�IRFXV�RI�WKH�ZRUN�RI�'$9�EHLQJ�RQ�SKDUPDFHXWLFDO�DQG
FRVPHWLF�SURGXFWV��ZLWK�QR�GLUHFW�UHVSRQVLELOLW\�WR�EH�LQYROYHG�LQ�SDWLHQW�FDUH�RU�WKH�VXSSO\�DQG�XVH
RI�GUXJV�E\�LQGLYLGXDOV��2EMHFWLYH�FRPPHQWV�PDGH�E\�RWKHUV�GXULQJ�WKH�FRXUVH�RI�WKH�HYDOXDWLRQ
LQWHUYLHZV�VXJJHVWHG�WKDW�WKH�'$9�ZDV�LQGHHG�DQ�LVRODWHG�VSHFLDOLVW�GHSDUWPHQW�UDWKHU�WKDQ�DQ
LQWHJUDO�SDUW�RI�WKH�KHDOWK�PLQLVWU\�DQG�KHDOWK�FDUH��'UXJ�WKHUDS\�LV�RQH�LQWHJUDO�SDUW�RI�WUHDWPHQW
DYDLODEOH�WR�WKH�KHDOWK�FDUH�V\VWHP�DQG�LW�ZRXOG�KDYH�EHHQ�JRRG�WR�OHDUQ�RI�FORVHU�FROODERUDWLRQ
ZLWK�WKH�GHSDUWPHQW�RI�WKHUDS\�

(VYK�UYEPMX]�GSRXVSP�MQTVSZIH��FYX�GSZIVEKI�WXMPP�PS[
7KH�'UXJ�4XDOLW\�&RQWURO�,QVWLWXWHV�KDYH�UHFHLYHG�GLUHFW�GHYHORSPHQW�VXSSRUW�DV�RQH�RI�WKH�PDLQ
REMHFWLYHV�RQ�WKH�$'3&�SURJUDPPH��$OWKRXJK�WKHUH�KDV�EHHQ�D�KLJK�$'3&�H[SHQGLWXUH�LQ�WKLV
DUHD��RQ�HTXLSPHQW��PDWHULDOV�DQG�KXPDQ�UHVRXUFH�GHYHORSPHQW��LW�LV�VXUSULVLQJ�WR�ILQG�WKDW�WKH\
DUH�RQO\�DEOH�WR�DQDO\VH�DERXW�����RI�LPSRUWHG�GUXJ�SURGXFWV��7KH�QXPEHU�RI�VDPSOHV�WHVWHG
DQQXDOO\�������IRU�+DQRL�DQG�+&0&�FRPELQHG��LV�UHODWLYHO\�ORZ�EXW�WKH�QXPEHU�PLJKW�EH�UH�
VWULFWHG�E\�WKH�OHYHO�RI�IXQGLQJ�IRU�UHDJHQWV��:KLOVW�WKHUH�KDV�EHHQ�LQVWLWXWLRQDO�GHYHORSPHQW�LQ�D
WHFKQLFDO�VHQVH��WKHUH�LV�QR�FOHDU�HYLGHQFH�WKDW�WKHUH�KDYH�EHHQ�VLJQLILFDQW�FKDQJHV�LQ�WKH�VW\OH�RI
RSHUDWLRQ�RU�WKH�UROH�DQG�SXUSRVH�RI�WKH�'4&,�LQ�WKH�UHYLVHG�GUXJ�FRQWURO�V\VWHP��7KH�UROH�WKH\
IXOILO�DSSHDUV�WR�EH�PXFK�WKH�VDPH�DV�EHIRUH��\HW�WKH�SKDUPDFHXWLFDO�HQYLURQPHQW�LQ�ZKLFK�WKH\
IXQFWLRQ�LV�VLJQLILFDQWO\�GLIIHUHQW��7KHUH�LV�D�QHHG�WR�UHFRQVLGHU�WKH�UROH�RI�WKH�'4&,�DQG�LQWHJUDWH
LWV�RSHUDWLRQ�ZLWK�WKDW�RI�DQ�LQVSHFWRUDWH�

7YTTSVXMRK�E�[MHI�RIX[SVO�SJ�MRWXMXYXMSRW
)XUWKHU�HYLGHQFH�RI�LQVWLWXWLRQDO�GHYHORSPHQW�LV�GHPRQVWUDWHG�LQ�WKH�GHYHORSPHQW�RI�WKH�'UXJ�DQG
7KHUDS\�&RXQFLO��$QWLELRWLF�6HQVLWLYLW\�7HVWLQJ�6FKHPH��$676���WKH�$GYHUVH�'UXJ�5HSRUWLQJ
&HQWUHV�DQG�DQ�LQFUHDVLQJ�QHWZRUN�RI�'UXJ�,QIRUPDWLRQ�&HQWUHV��$OO�RI�WKHVH�LQYROYH�D�FR�
RUGLQDWHG�DFWLYLW\�DW�QDWLRQDO�OHYHO�GHSHQGDQW�RQ�WKH�UHVSRQVH�RI�LQVWLWXWLRQV�DURXQG�WKH�FRXQWU\�
(DFK�DFWLYLW\�KDV�UHTXLUHG�WUDLQLQJ�DFWLYLWLHV�LQ�RUGHU�WR�PDLQWDLQ�WKH�OHYHO�DQG�TXDOLW\�RI�WKH
DFWLYLW\��7KH�'7&V�KDYH�LPSURYHG�WKH�FROODERUDWLRQ�EHWZHHQ�KHDOWK�SURIHVVLRQDO�LQ�WKH�WHDPZRUN
RI�KRVSLWDO�PDQDJHPHQW�DQG�DFWLYLW\��)RU�$676�DQG�$'5�WKH�TXDOLW\�RI�WHVWLQJ�DQG�UHSRUWLQJ�KDV
WR�EH�FRQVWDQWO\�PRQLWRUHG�UHVXOWLQJ�LQ�D�EURDG�EDVHG�GHYHORSPHQW�RI�VNLOOV�ZLWK�IHHGEDFN�ZKLFK�LV
LQWHQGHG�WR�SURJUHVVLYHO\�LPSURYH�WKH�TXDOLW\�RI�ZRUN�

,PSOHPHQWDWLRQ�RI�WKH�91'3�E\�WKH�'$9�KDV�LQYROYHG�SURYLQFLDO�WUDLQLQJ�FRXUVHV�WR�LQWURGXFH
FRQFHSWV�DQG�LPSOLFDWLRQV�RI�WKH�GUXJ�SROLF\�IRU�GUXJ�PDQDJHPHQW�DQG�FRQWURO�DW�SURYLQFLDO�OHYHO�
EXW�LQ�VHYHQ�SLORW�SURYLQFHV���,W�GRHV�VHHP�VWUDQJH�WR�DQQRXQFH�D�QDWLRQDO�GUXJ�SROLF\�EXW�RQO\
´SLORWµ�LWV�LPSOHPHQWDWLRQ�LQ�DERXW�����RI�WKH�FRXQWU\���7KHUH�LV�QR�ZULWWHQ�HYDOXDWLRQ�RI�WKH
VXFFHVV�RI�'$9�LQ�WUDQVIHUULQJ�WKH�VNLOOV�DQG�NQRZOHGJH�UHTXLUHPHQWV�WR�RWKHUV��EXW�LQ�WKHRU\�VXFK
FDVFDGH�WUDLQLQJ�VKRXOG�LPSURYH�FDSDFLW\�DW�DOO�OHYHOV��2QH�YLWDO�DUHD�RI�GHYHORSPHQW�DW�SURYLQFLDO
OHYHO�KDV�EHHQ�WKH�LQLWLDWLRQ�RI�FROODERUDWLRQ�EHWZHHQ�WKH�YDULRXV�VHFWRUV�LQYROYHG�LQ�GUXJ�FRQWURO�
DQG�WKHUH�LV�VRPH�UHSRUWHG�VXFFHVV�IURP�FDPSDLJQV�LQ����SURYLQFHV�WDUJHWLQJ�WKH�PDUNHWLQJ�RI�IDNH
DQG�VXEVWDQGDUG�SURGXFWV�
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2IIH�XS�VIZMWI�XLI�MRWXMXYXMSREP�WIX�YT�JSV�6EXMSREP�9WI�SJ�(VYKW
7KH�PDMRU�GLVDSSRLQWPHQW�RI�$'3&�LQ�WHUPV�RI�LQVWLWXWLRQDO�GHYHORSPHQW�FRQFHUQV�WKH�SURIHV�
VLRQDO�SUDFWLFH�DVSHFWV�RI�WKH�SURJUDPPH�UHODWHG�WR�UDWLRQDO�GUXJ�XVH��7KH�VDIH�DQG�UDWLRQDO�XVH�RI
GUXJV�LV�FORVHO\�OLQNHG�WR�WKH�WUDLQLQJ�DQG�GDLO\�SUDFWLFH�RI�LQGLYLGXDO�KHDOWK�ZRUNHUV�LQ�WKH�SURYLVLRQ
RI�KHDOWK�FDUH��7KHUH�KDYH�EHHQ�WUDLQLQJ�FRXUVHV�RQ�VSHFLILF�DUHDV�IRU�SKDUPDF\�SUDFWLWLRQHUV��EXW
WKHUH�KDV�QRW�EHHQ�DQ\�DWWHPSW�WR�LQIOXHQFH�WKH�EDVLF�WUDLQLQJ�RI�SKDUPDFLVWV�RU�SUHVFULEHUV��7KH
PDMRU�IRFXV�IRU�SDWLHQW�FDUH�ZLWKLQ�WKH�0LQLVWU\�RI�+HDOWK�LV�LQ�WKH�'HSDUWPHQW�RI�7KHUDS\�WKDW
FDUULHV�UHVSRQVLELOLW\�IRU�SDWLHQW�WUHDWPHQW��KRVSLWDOV��JXLGDQFH�LQIOXHQFLQJ�GUXJ�VXSSOLHV�WR�SXEOLF
KHDOWK�IDFLOLWLHV�DQG�WUHDWPHQW�JXLGHOLQH�GHYHORSPHQW�DPRQJVW�RWKHUV��6LQFH�WKH�'$9�GRHV�QRW
KDYH�D�´WKHUDSHXWLFµ�UHVSRQVLELOLW\��VRPH�SDUWV�RI�WKH�$'3&�UDWLRQDO�GUXJ�XVH�SURJUDPPH�SURED�
EO\�FRXOG�KDYH�EHHQ�LPSOHPHQWHG�PRUH�HIIHFWLYHO\�E\�FORVH�FROODERUDWLRQ�ZLWK�WKH�'HSDUWPHQW�RI
7KHUDS\��,Q�SDUWLFXODU�WKRVH�DVSHFWV�FRQFHUQHG�ZLWK�SUHVFULELQJ�SUDFWLFH�DQG�WKH�SUDFWLFH�RI
KRVSLWDO�SKDUPDF\��&ORVHU�FROODERUDWLRQ�EHWZHHQ�WKH�WZR�GHSDUWPHQWV�ZRXOG�KDYH�HQKDQFHG
LQVWLWXWLRQDO�GHYHORSPHQW�ZLWKLQ�WKH�0LQLVWU\�RI�+HDOWK�

��� 0IWWSRW�SR�VIPIZERGI

6IPIZERGI�XS�KSZIVRQIRX�TSPMG]�ERH�REXMSREP�WMXYEXMSR
7KH�FKDQJH�IURP�D�FHQWUDOLVHG�DQG�PRQRSRO\�SKDUPDFHXWLFDOV�VLWXDWLRQ�WR�DQ�RSHQ�PDUNHW�HFRQ�
RP\�GHPDQGHG�WKH�HVWDEOLVKPHQW�RI�D�UHYLVHG�VWUXFWXUH�DQG�HVWDEOLVKHG�FRQWURO�PHFKDQLVPV�LI�WKH
JRYHUQPHQW�ZDV�WR�PHHW�LWV�UHVSRQVLELOLW\�RI�HQVXULQJ�WKH�VDIH�DYDLODELOLW\�RI�TXDOLW\�PHGLFLQHV�
7KHUHIRUH�WKH�LQWURGXFWLRQ�RI�WKH�91'3��UHYLVHG�OHJLVODWLRQ��GUXJ�UHJLVWUDWLRQ�DQG�LPSURYHPHQW�RI
TXDOLW\�FRQWURO�DUH�DOO�DFWLYLWLHV�UHOHYDQW�WR�WKH�VLWXDWLRQ�RI�D�PDUNHW�HFRQRP\�ZKHUH�ODFN�RI�FRQWURO
KDV�LPSOLFDWLRQV�IRU�WKH�KHDOWK�RI�LQGLYLGXDOV�DQG�WKH�FRPPXQLW\�

7KH�GHYHORSPHQW�RI�WKH�HVVHQWLDO�GUXJV�OLVW��9LHWQDP�QDWLRQDO�GUXJ�IRUPXODU\��DGYHUVH�GUXJ�UH�
SRUWLQJ�FHQWUHV�DQG�GUXJ�LQIRUPDWLRQ�SURYLVLRQ�DUH�DOO�VWHSV�ZKLFK�DFNQRZOHGJH�WKH�QHHG�WR�SURYLGH
JXLGDQFH�IRU�VDIH�DQG�UDWLRQDO�XVH�RI�GUXJV�LQ�D�PRUH�RSHQ�VLWXDWLRQ��7KH\�DOVR�DGGUHVV�WKH�QHHG�WR
EHJLQ�WR�DVVHVV�WKH�SRWHQWLDO�GDQJHUV�LQ�WKH�FXUUHQW�GHYHORSPHQWV�DQG�WR�WU\�WR�PLQLPLVH�WKH�QHJD�
WLYH�FRQVHTXHQFHV�IRU�WKH�JHQHUDO�SXEOLF�

7KHUHIRUH�WKH�VXSSRUW�SURYLGHG�E\�6LGD�IRU�WKH�DERYH�DFWLYLWLHV�LV�YHU\�UHOHYDQW�DVVXPLQJ�WKDW�WKH
GHYHORSHG�SROLF\�DQG�DVVRFLDWHG�JXLGDQFH�SULQFLSOHV�DUH�LPSOHPHQWHG�

6IPIZERGI�XS�MRXIVREXMSREP�XVIRHW
7KH�DFWLYLWLHV�LPSOHPHQWHG�E\�$'3&�DUH�LQ�OLQH�ZLWK�FXUUHQW�LQWHUQDWLRQDO�SUHIHUUHG�SUDFWLFHV�LQ
UHVSRQVH�WR�WUHQGV�RI�GLPLQLVKLQJ�SXEOLF�UHVRXUFHV��UDSLGO\�GHYHORSLQJ�SULYDWH�SUDFWLFH�DQG�JOREDO
PDUNHW�SUHVVXUHV��7KH�:+2�HPSKDVLVHV�WKH�QHHG�WR�HQVXUH�DFFHVVLELOLW\��SURGXFW�TXDOLW\�DQG�WKH
VDIH��UDWLRQDO�XVH�RI�HVVHQWLDO�GUXJV�DQG�WULHG�PHWKRGV�WR�DFKLHYH�SURJUHVV�DUH�IRXQGHG�RQ�QDWLRQDO
GUXJ�SROLFLHV��GUXJ�VHOHFWLRQ��TXDOLW\�DVVXUDQFH�LQ�SURGXFWLRQ�DQG�VWRUDJH��DQG�REMHFWLYH�UHOLDEOH
LQIRUPDWLRQ�IRU�SUHVFULEHUV�DQG�XVHUV�

)UYMX]�MR�XIVQW�SJ�EGGIWWMFMPMX]�XS�HVYKW��RS�MQTEGX�]IX
7KH�UHOHYDQFH�RI�DQ\�SURJUDPPH�RQ�SKDUPDFHXWLFDOV�FDQ�EH�SDUWLDOO\�PHDVXUHG�E\�DVVHVVLQJ
DFFHVVLELOLW\�WR�GUXJV�RI�DFFHSWDEOH�TXDOLW\��$FFHVVLELOLW\�LV�D�FRPPHQW�RQ�HTXLW\�LQ�WKDW�LW�LQFOXGHV
ERWK�DYDLODELOLW\��JHRJUDSKLFDO�DFFHVV��DQG�DIIRUGDELOLW\��ILQDQFLDO�DFFHVV���7KH�DFWLYLWLHV�RI�$'3&
KDYH�WKH�SRWHQWLDO�WR�LQIOXHQFH�HTXLW\�HYHQ�WKRXJK�WKHUH�LV�OLWWOH�LQ�WKH�SURJUDPPH�ZKLFK�OLQNV
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GLUHFWO\�WR�GUXJ�VXSSO\�LQ�WKH�SXEOLF�VHFWRU��$�ORW�RI�WKH�DFWLYLWLHV�DQG�RXWSXWV�RI�$'3&�SURYLGH�WKH
QHFHVVDU\�EDVLV�IRU�LPSURYLQJ�DFFHVV�WR�GUXJV�

2QH�VSHFLILF�REMHFWLYH�RI�WKH�91'3�LV�WR�´HQVXUH�VXIILFLHQW�VXSSO\�RI�JRRG�TXDOLW\�GUXJV�DW�DIIRUG�
DEOH�SULFHV�DQG�WR�SURPRWH�HTXLW\�LQ�WKH�VXSSO\�RI�GUXJV�WR�SDWLHQWV�«�µ��7KH�3ROLF\�ODWHU�VWDWHV�WKDW
´6XSSRUWLYH�PHDVXUHV�VKRXOG�EH�WDNHQ�WR�HQVXUH�D�VXIILFLHQW�VXSSO\�RI�HVVHQWLDO�GUXJV�WR�DOO�SHRSOH
LQFOXGLQJ�WKH�SRRU�DQG�SHRSOH�RI�HWKQLF�JURXSV�LQ�UHPRWH�DQG�PRXQWDLQRXV�UHJLRQV��µ�

6XFK�VWDWHPHQWV�DUH�YHU\�UHOHYDQW�DQG�SURPRWH�HTXLW\��+RZHYHU�VXFK�VWDWHPHQWV�KDYH�WR�EH
WUDQVODWHG�LQWR�HIIHFWLYH�DFWLRQ��7KHVH�SROLFLHV�QHHG�WR�EH�OLQNHG�LQWR�DQG�LQIOXHQFH�WKH�GUXJ�VXSSO\
V\VWHPV�LQ�WKH�SXEOLF�VHFWRU�DQG�LQ�WKH�SULYDWH�VHFWRU��ZKLFK�UHTXLUHV�DQ�HIILFLHQW�DQG�HIIHFWLYH
LQVSHFWLRQ�V\VWHP�DV�ZHOO�DV�VRPH�PHFKDQLVPV�IRU�SULFH�UHJXODWLRQ�²�QHLWKHU�RI�ZKLFK�DSSHDU�WR
H[LVW���$W�SUHVHQW�WKH�96+&�GRHV�QRW�LPSDFW�RQ�DFFHVVLELOLW\��LW�LV�GRLPRL�WKDW�KDV�LPSURYHG�DFFHVVL�
ELOLW\�DQG�ZLWK�PDQ\�DVVRFLDWHG�GDQJHUV�IRU�WKH�KHDOWK�RI�LQGLYLGXDOV�DQG�WKH�FRPPXQLW\�

,W�LV�QRW�FOHDU�WKDW�WKH�FXUUHQW�SXEOLF�VHFWRU�VXSSO\�V\VWHP�GRHV�SURPRWH�HTXLW\��DQG�WKH�YHU\�OLPLWHG
HYLGHQFH�JDWKHUHG�GXULQJ�WKH�HYDOXDWLRQ�YLVLWV�VXJJHVWHG�WKDW�LQ�LWV�SUHVHQW�IRUP�LW�ZRUNV�DJDLQVW
HTXLW\�E\�FKDUJLQJ�IXOO�FRVW�IRU�GUXJV�DW�WKH�ILUVW�OHYHO�RI�FDUH��7KH�V\VWHPV�RI�SURFXUHPHQW�DQG
VXSSO\�PD\�QRW�EH�HIILFLHQW�DQG�DSSHDU�WR�EH�WLHG�LQWR�D�PRQRSRO\�VWDWH�RZQHG�VXSSOLHU��6XFK�DQ
DUUDQJHPHQW�GRHV�QRW�IDYRXU�ORZHVW�SULFHV��$'3&�KDYH�UHFRJQLVHG�WKLV�IDFW�DQG�DWWHPSWHG�WR�WU\
DQG�PLQLPLVH�WKH�QHJDWLYH�HIIHFWV�RI�SRRUO\�RSHUDWHG�UHYROYLQJ�GUXJ�IXQGV�E\�FROODERUDWLQJ�ZLWK
6'$�WR�SURYLGH�WUDLQLQJ�LQ�WKH�PDQDJHPHQW�RI�WKH�VXSSO\��FDUH�DQG�KDQGOLQJ�RI�GUXJV��7KH
DFKLHYHPHQWV�RI�WKLV�WUDLQLQJ�FDQQRW�EH�HYDOXDWHG�\HW�

:KDW�LV�YHU\�FOHDU�LV�WKDW�WKH�SULYDWH�VHFWRU�VXSSO\�RI�SKDUPDFHXWLFDOV�LQ�9LHWQDP�WDNHV�SODFH�LQ�DQ
HQYLURQPHQW�ZLWK�OLPLWHG�RU�QR�FRQWURO��7KHUH�LV�YHU\�PLQLPDO�FRQWURO�RYHU�WKH�SURGXFWV�WUDGHG�
DQG�WKHUH�LV�QR�FRQWURO�RU�LQIOXHQFH�RYHU�WKH�FRVW�DQG�TXDOLW\�RI�VHUYLFH�SURYLGHG��7KLV�KDV�VHULRXV
LPSOLFDWLRQV�IRU�WKRVH�ZKR�DUH�SRRU�DQG�DUH�XVLQJ�SKDUPDFLHV�UHJXODUO\�DV�WKHLU�´KHDOWK�FDUH
VHUYLFHµ��7KH�H[HUFLVH�RI�FRQWURO�VKRXOG�LQIOXHQFH�ERWK�WKH�FRVW�DQG�TXDOLW\�RI�VHUYLFH�DQG�WKHUHIRUH
EHQHILW�DOO�FOLHQWV�ZLWK�SURSRUWLRQDWH�EHQHILWV�IRU�WKH�SRRU��(LJKW\�SHU�FHQW�RI�H[SHQGLWXUH�RQ�GUXJV
LV�YLD�WKH�SULYDWH�VHFWRU�

,W�ZRXOG�EH�WRR�PXFK�WR�H[SHFW�WKDW��ZLWKLQ�WKH�WLPH�RI�WKH�96+&�SURMHFW��FRQWURO�RYHU�WKH�SKDU�
PDFHXWLFDO�VHFWRU�FRXOG�KDYH�EHHQ�IXOO\�LPSOHPHQWHG��EXW�LW�GRHV�HPSKDVLVH�WKH�OHVVRQ�WKDW�WKH
KDUGHVW�DQG�HTXDOO\�LPSRUWDQW�DVSHFW�RI�LQWURGXFLQJ�SROLF\�DQG�FRQWURO�LV�WKH�LPSOHPHQWDWLRQ�RI
DJUHHG�SROLFLHV�

'SRWMWXIRG]�SJ�HVYK�YWI��MQTSVXERX�KVSYRH[SVO�HSRI
(TXLW\�LQ�WHUPV�RI�SKDUPDFHXWLFDOV�KDV�WR�GR�QRW�RQO\�ZLWK�DFFHVVLELOLW\�EXW�DOVR�ZLWK�FRQVLVWHQF\�RI
GUXJ�XVH��7KHUH�LV�PXFK�LQ�WKH�SUHVHQW�V\VWHP�WKDW�DSSHDUV�WR�HPSKDVLVH�WKDW�WKH�TXDOLW\�RI�WUHDW�
PHQW��LQ�WHUPV�RI�GUXJ�WKHUDS\��GHSHQGV�KHDYLO\�RQ�WKH�DELOLW\�WR�SD\��HLWKHU�RI�WKH�LQGLYLGXDO�RU
RI�WKH�LQVWLWXWLRQ���,W�ZDV�IUHTXHQWO\�UHSRUWHG�WKDW�OLPLWHG�IXQGV�UHVXOW�LQ�RQO\�SDUWLDO�SXUFKDVHV�RI
SUHVFULEHG�RU�VHOI�PHGLFDWLRQ�WUHDWPHQW��DOVR�WKDW�D�KRVSLWDO�LQ�SDWLHQW�ZLOO�KDYH�WR�EX\�VRPH�RI
WKHLU�SUHVFULEHG�WUHDWPHQWV�IURP�WKH�SULYDWH�VHFWRU�DQG�DELOLW\�WR�SD\�PD\�DJDLQ�LQIOXHQFH�WKH
QDWXUH�RI�WKH�WUHDWPHQW�

&RQVLVWHQF\�LV�FRQFHUQHG�ZLWK�WKH�UDWLRQDO�DQG�VDIH�XVH�RI�GUXJV�LQ�WKH�FDUH�RI�FRPPXQLWLHV�DQG
LQGLYLGXDOV�LQ�D�ZD\�WKDW�SURYLGHV�HTXDOLW\�RI�FDUH�ZLWKRXW�ELDV�WRZDUGV�DELOLW\�WR�SD\��7KXV�LW
VKRXOG�HQVXUH�WKDW�WUHDWPHQW�LV�DOZD\V�WKH�EHVW�ZKHUH�´EHVWµ�LV�GHILQHG�DV�WKH�PRVW�FRVW�HIIHFWLYH
FDUH�EDVHG�RQ�UDWLRQDO�GLDJQRVLV�DQG�WUHDWPHQW��7KLV�FRQVLVWHQF\�VKRXOG�LGHDOO\�DSSO\�WR�WUHDWPHQW
LQ�DQ\�VHFWRU�
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7KH�SULQFLSOHV�RI�SURPRWLQJ�DQG�HQVXULQJ�UDWLRQDO�GUXJ�XVH�DUH�DQ�DWWHPSW�WR�SURGXFH�HTXLW\�LQ
WUHDWPHQW��ZKLFK�ZRXOG�KDYH�ILQDQFLDO�DQG�TXDOLW\�RI�FDUH�EHQHILWV�IRU�WKH�FOLHQWV��$�ORW�RI�WKH
DFWLYLWLHV�DQG�RXWSXWV�FDUULHG�RXW�VR�IDU�XQGHU�$'3&�DUH�YHU\�UHOHYDQW�DQG�SURYLGH�WKH�JURXQGZRUN
IRU�UDWLRQDO�GUXJ�XVH�WR�WDNH�SODFH�HVSHFLDOO\�LQ�WKH�JRYHUQPHQW�KHDOWK�IDFLOLWLHV�DW�DOO�OHYHOV��$V�RQH
RIILFLDO�UHPDUNHG�´,�DP�YHU\�KDSS\�WR�ZRUN�WRZDUGV�WKH�DOOHYLDWLRQ�RI�WKH�SRYHUW\�RI�GUXJ�LQIRUPD�
WLRQ�LQ�9LHWQDPµ�

,W�ZRXOG�JRRG�WR�VHH�D�ODUJHU�SURSRUWLRQ�RI�IXQGV�DOORFDWHG�WR�UDWLRQDO�GUXJ�XVH�DQG�LPSURYLQJ
SURIHVVLRQDO�FRPSHWHQF\�LQ�DVVRFLDWLRQ�ZLWK�FORVHU�FROODERUDWLRQ�ZLWK�WKH�'HSDUWPHQW�RI�7KHUDS\
LQ�WKH�0LQLVWU\�RI�+HDOWK�

,Q�WKH�SULYDWH�VHFWRU�WKHUH�DUH�UHSRUWHG�LQFRQVLVWHQFLHV�LQ�WUHDWPHQW�UHFRPPHQGDWLRQ�DQG�VDOH
EHFDXVH�WKHUH�LV�FXUUHQWO\�QR�HIIHFWLYH�OHJDO�EDVLV�IRU�WKH�FRQWUROOHG�VXSSO\�RI�PHGLFLQHV�DQG�SULYDWH
SKDUPDF\�VKRSV�DUH�QRW�ZRUNLQJ�WR�SURIHVVLRQDO�DQG�HWKLFDO�SULQFLSOHV�

+IRHIV�MWWYIW�VIJPIGXIH�MR�HVYK�MRJSVQEXMSR
9LHWQDP�GRHV�QRW�DSSHDU�WR�EH�DQ\�H[FHSWLRQ�WR�WKH�FRPPRQ�VLWXDWLRQ�WKDW�WKH�ZRPHQ�LQ�D�KRXVH�
KROG�DUH�WKH�PDLQ�GHFLVLRQ�PDNHUV�ZLWK�UHJDUG�WR�WKH�QHHG�IRU�DQG�WKH�QDWXUH�DQG�VRXUFH�RI�KHDOWK
FDUH��,W�LV�WKHUHIRUH�VLJQLILFDQW�WR�SURYLGH�XQELDVHG�DQG�FRUUHFW�LQIRUPDWLRQ�WR�ZRPHQ�VR�WKDW�KHDOWK
FDUH�GHFLVLRQV�DUH�WKH�PRVW�IDYRXUDEOH�SDUWLFXODUO\�IRU�WKH�SRRU�ZKRVH�SURSRUWLRQDWH�H[SHQGLWXUH
RQ�KHDOWK�DW�D�PD[LPXP�

7KHUH�KDYH�EHHQ�SDUWV�RI�WKH�$'3&�WKDW�KDYH�JLYHQ�DQ�HPSKDVLV�WR�LQFUHDVH�WKH�NQRZOHGJH�RI
ZRPHQ��SDUWLFXODUO\�LQ�GLVDGYDQWDJHG�DUHDV��7KH�HGXFDWLRQDO�PDWHULDO�GHYHORSHG�IRU�PDVV�PHGLD
XVH�KDV�KDG�WKLV�IRFXV�DQG�LV�WR�EH�FRPPHQGHG�IRU�WKLV�UHDVRQ��6XFK�DFWLYLWLHV�VKRXOG�EH�H[WHQGHG
DQG�HPSKDVLVHG�

4VSHYGX�UYEPMX]�MR�XLI�QEVOIX�MQTVSZIH��FYX�MRWTIGXMSR�WXMPP�[IEO
,W�LV�JRRG�WR�UHDG�UHSRUWV�RI�D�GUDPDWLF�UHGXFWLRQ�LQ�WKH�SUHVHQFH�RI�´IDNH�DQG�VXEVWDQGDUGµ�SURG�
XFWV�LQ�WKH�PDUNHW�EHWZHHQ������DQG�������7KH�LPSURYHG�FDSDFLW\�RI�WKH�'4&�LQVWLWXWHV�LQ
DQDO\WLFDO�WHFKQLTXHV�ZLOO�FRQWLQXH�WR�EH�RQH�UHOHYDQW�IDFWRU�LQ�WKH�HIIRUWV�WR�LQWURGXFH�LQFUHDVLQJ
TXDOLW\�DVVXUDQFH�LQ�WKH�SKDUPDFHXWLFDO�VHFWRU��,Q�DGGLWLRQ�WKH�UHRUJDQLVHG�'$9�VKRXOG�DOVR
LQFUHDVLQJO\�LQIOXHQFH�WKH�TXDOLW\�RI�SURGXFWV�OLFHQVHG�IRU�PDQXIDFWXUH�LQ�9LHWQDP��DQG�SURGXFWV
UHJLVWHUHG�IRU�LPSRUW�LQWR�9LHWQDP��7KURXJK�WKHVH�WZR�DUHDV�RI�VXSSRUW�$'3&�KDV�EHHQ�UHOHYDQW�LQ
EHJLQQLQJ�WR�WKH�SUREOHP�RI�TXDOLW\�

1HYHUWKHOHVV�WKHUH�UHPDLQV�D�ORW�WR�EH�GRQH�WR�GHYHORS�D�WHDP�RI�LQVSHFWRUV�ZKR�FDQ�FRQWULEXWH
VLJQLILFDQWO\�WR�DQ�LPSURYHPHQW�LQ�WKH�TXDOLW\�RI�SURGXFWV�LQ�WKH�PDUNHW��7HVWLQJ�D�OLPLWHG�UDQJH
RI�SURGXFWV�DW�WKH�HQG�SRLQW�GRHV�QRW�QHFHVVDULO\�LQIOXHQFH�RU�LPSURYH�SURGXFW�TXDOLW\�EXW�UDWKHU
LQIRUPV�RI�WKH�FXUUHQW�VWDWH�RI�TXDOLW\��DQG�WKH�YDOLGLW\�RI�WKH�FRQFOXVLRQV�WKDW�FDQ�EH�GUDZQ�LV
GHSHQGDQW�RQ�WKH�TXDOLW\�RI�WKH�VDPSOLQJ�PHWKRGV�

3FNIGXMZI�HVYK�MRJSVQEXMSR��E�RIIH�XS�MQTVSZI�HMWWIQMREXMSR
5DWLRQDO�WUHDWPHQW�FKRLFHV�FDQ�RQO\�EH�PDGH�LI�WKH�LQIRUPDWLRQ�XVHG�WR�PDNH�FKRLFHV�LV�DFFXUDWH�
,QIRUPDWLRQ�VXSSOLHG�E\�WKH�PDQXIDFWXULQJ�LQGXVWU\�LV�UDUHO\�REMHFWLYH�HQRXJK�WR�EH�D�EDVLV�IRU
UDWLRQDO�GHFLVLRQ�PDNLQJ��2EMHFWLYH�DQG�HYLGHQFH�EDVHG�LQIRUPDWLRQ�DERXW�GUXJV�DQG�WKHLU�XVH�LV�DQ
LPSRUWDQW�IRXQGDWLRQ�DQG�WKHUHIRUH�HDV\�DFFHVV�WR�JRRG�TXDOLW\�GUXJ�LQIRUPDWLRQ�LV�YHU\�UHOHYDQW�
7KH�$'3&�SURJUDPPHV�DVVRFLDWHG�ZLWK�WKH�GHYHORSPHQW�RI�KRVSLWDO�GUXJ�DQG�WKHUDS\�FRXQFLOV�
DGYHUVH�GUXJ�UHDFWLRQ�UHSRUWLQJ��DVVHVVPHQW�RI�DQWLELRWLF�UHVLVWDQFH�SDWWHUQV��GUXJ�LQIRUPDWLRQ
FHQWUHV��DQG�SRLVRQLQJ�LQIRUPDWLRQ�DUH�DOO�H[WUHPHO\�UHOHYDQW�WR�WKH�SURPRWLRQ�RI�UDWLRQDO�GUXJ�XVH�
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2EMHFWLYH�LQIRUPDWLRQ�LV�QHHGHG�IRU�WKH�GHYHORSPHQW�RI�GUXJ�OLVWV�DQG�WUHDWPHQW�JXLGHOLQHV�RQ�D
QRQ�XUJHQW�EDVLV�DQG�RQ�D�PRUH�XUJHQW�EDVLV�IRU�WKH�GHWHUPLQDWLRQ�RI�WUHDWPHQW�IRU�LQGLYLGXDO
SDWLHQWV��7KHUHIRUH�LGHDOO\�WKH�LQIRUPDWLRQ�FHQWUHV�VKRXOG�EH�HDVLO\�DFFHVVLEOH�WR�SUDFWLWLRQHUV�DQG
LV�EHVW�SURYLGHG�LQ�DVVRFLDWLRQ�ZLWK�KRVSLWDO�SKDUPDF\�GHSDUWPHQWV��,W�LV�TXHVWLRQDEOH�ZKHWKHU
WKH�GUXJ�LQIRUPDWLRQ�FHQWUH�LQ�WKH�&ROOHJH�RI�3KDUPDF\�LV�LQ�WKH�PRVW�DSSURSULDWH�ORFDWLRQ��7KH
QXPEHU�RI�HQTXLULHV�UHFHLYHG�LV�IHZ��DQG�WKH�UDQJH�RI�ERRNV�DQG�MRXUQDOV�DYDLODEOH�TXLWH�OLPLWHG
DQG�WKHUHIRUH�WKH�EHQHILW�RI�WKH�ILQDQFLDO�VXSSRUW�PD\�QRW�EH�PD[LPLVHG��7KLV�FRQVXOWDQW�LV�QRW
FRQYLQFHG�WKDW�WKH�UHJXODU�SXEOLFDWLRQ�RI�WKH�´&OLQLFDO�3KDUPDF\�%XOOHWLQµ��IXQGHG�E\�$'3&��LV
UHOHYDQW�HQRXJK�WR�MXVWLI\�WKH�OHYHO�RI�VXSSRUW��,W�ZRXOG�EH�KHOSIXO�DW�WKLV�SRLQW�IRU�$'3&�WR�UHDVVHVV
WKH�FRQWULEXWLRQV�RI�YDULRXV�VXSSRUWHG�SURJUDPPHV�LQ�GUXJ�LQIRUPDWLRQ�DQG�WR�HQVXUH�FORVH
FROODERUDWLRQ�EHWZHHQ�WKH�HOHPHQWV�WR�HQVXUH�HIILFLHQF\�DQG�DYRLG�GXSOLFDWLRQ�LQ�JDWKHULQJ��VWRULQJ
DQG�GLVVHPLQDWLQJ�LQIRUPDWLRQ�

��� 6IGSQQIRHEXMSRW

7KH�SKDUPDFHXWLFDOV�FRPSRQHQW�RI�WKH�96+&�VKRXOG�FRQWLQXH�WR�HPSKDVLVH�WKH�WZR�PDMRU
REMHFWLYHV�RI�WKH�9LHWQDP�1DWLRQDO�'UXJ�3ROLF\��QDPHO\�WKH�VXSSO\�DQG�TXDOLW\�RI�SURGXFWV��DQG
WKHLU�VDIH�DQG�UDWLRQDO�XVH�LQ�KHDOWK�FDUH��,Q�GRLQJ�VR�WKH�96+&�VKRXOG�

• (QKDQFH�WKH�FDSDFLW\�RI�WKH�'UXJ�$GPLQLVWUDWLRQ�RI�9LHWQDP�WR�LPSOHPHQW�DOUHDG\�DJUHHG
SROLFLHV��JXLGHOLQHV�DQG�OHJLVODWLRQ�VR�DV�WR�KDYH�DQ�LPSDFW�RQ�DFFHVV�WR�GUXJV�DQG�WKHLU�TXDOLW\
DQG�UDWLRQDO�XVH�

• 0DLQWDLQ�D�FRQFHUQ�IRU�GUXJ�TXDOLW\�DQG�VXSSRUW�WKH�0LQLVWU\�RI�+HDOWK�WR�GHYHORS�D�FR�
RUGLQDWHG�LQVSHFWLRQ�DQG�WHVWLQJ�V\VWHP�WR�LPSURYH�SURGXFW�TXDOLW\��ORFDOO\�PDQXIDFWXUHG
DQG�LPSRUWHG��LQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV�

• &RQWLQXH�WR�VXSSRUW�WKH�FROOHFWLRQ��SURYLVLRQ�DQG�GLVVHPLQDWLRQ�RI�GUXJ�LQIRUPDWLRQ�LQ�D
FR�RUGLQDWHG�PDQQHU�DQG�LPSURYH�LQWHUQDWLRQDO�DFFHVV�DQG�FROODERUDWLRQ�

• ,Q�FROODERUDWLRQ�ZLWK�WKH�'HSDUWPHQW�RI�7KHUDS\�VXSSRUW�WKH�IXUWKHU�GHYHORSPHQW�
FR�RUGLQDWLRQ�DQG�FRQWULEXWLRQ�RI�+RVSLWDO�'UXJ�DQG�7KHUDS\�&RXQFLOV�

• :RUN�ZLWK�LQVWLWXWLRQV�DQG�SURIHVVLRQDO�RUJDQLVDWLRQV�WR�GHYHORS�FRQWLQXLQJ�SURIHVVLRQDO
GHYHORSPHQW�WKDW�ZLOO�UHVXOW�LQ�WKH�LPSURYHPHQW�RI�WKH�SURIHVVLRQDO�NQRZOHGJH��VNLOOV�DQG
SUDFWLFH�RI�SKDUPDFLVWV�DQG�SUHVFULEHUV�DOUHDG\�SUDFWLVLQJ�

• ,QFUHDVH�VXSSRUW�WR�WKH�EDVLF�DQG�SRVWJUDGXDWH�WUDLQLQJ�RI�PHGLFDO�GRFWRUV��SKDUPDFLVWV�DQG
RWKHU�KHDOWK�ZRUNHUV�LQ�UHODWLRQ�WR�UDWLRQDO�GUXJ�XVH�DQG�EHVW�WUHDWPHQW�

• ,Q�FROODERUDWLRQ�ZLWK�UHOHYDQW�VWDNHKROGHUV�GHYHORS�V\VWHPV�IRU�WKH�ILQDQFLQJ�DQG�FRVW�HIIHFWLYH
VXSSO\�RI�GUXJV�ZLWKLQ�WKH�JRYHUQPHQW�KHDOWK�VHFWRU�
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�� 'IRXVEP�,SWTMXEPW

��� &EGOKVSYRH�ERH�GSRXI\X

7RZDUGV�WKH�HQG�RI�WKH�����·V��9LHWQDP�XQGHUOLQHG�LWV�LQWHQWLRQ�WR�PRYH�WRZDUGV�D�SXEOLF�SULYDWH
PL[�LQ�WKH�KHDOWK�FDUH�V\VWHP�E\�LQWURGXFLQJ�SULYDWH�PHGLFDO�SUDFWLFHV��SULYDWH�SKDUPDFHXWLFDO
VDOHV��DQG�LQWURGXFLQJ�KRVSLWDO�IHHV��5HIRUP�RULHQWHG�SROLF\�PDNHUV�DGYRFDWHG�WKLV�GLUHFWLRQ�WR
UHGXFH�WKH�ILQDQFLDO�EXUGHQ�RQ�WKH�JRYHUQPHQW��ZKLOH�HQVXULQJ�DQ�LQFUHDVHG�FRQWULEXWLRQ�IURP
XVHUV�LQ�PDLQWDLQLQJ�WKH�XSNHHS�RI�WKH�KHDOWK�VHUYLFH�V\VWHP��7KH�RSHQLQJ�RI�SULYDWH�SUDFWLFHV
SURYLGHG�KHDOWK�VWDII�ZLWK�DQRWKHU�DYHQXH�IRU�LQFRPH�JHQHUDWLRQ�

7KH�KRVSLWDO�V\VWHP�ZDV�VXIIHULQJ�IURP�D�VHULRXV�FULVLV�RI�IXQGV��*RYHUQPHQW�EXGJHWV�IRU�KRVSLWDOV
FRYHUHG�VWDII�VDODULHV�DQG�YHU\�EDVLF�UHFXUUHQW�H[SHQGLWXUH��7R�FRQWLQXH�RSHUDWLQJ��KRVSLWDOV�KDG
WR�ORFDWH�DGGLWLRQDO�VRXUFHV�RI�LQFRPH��7ZR�PDLQ�DYHQXHV�UHODWHG�WR�VXSSRUW�IURP�RYHUVHDV�MRLQW
YHQWXUHV�RU�DLG�SURJUDPV�OLNH�96+&�

'XULQJ�WKH�HDUO\�����·V��WKH�PRYH�WRZDUGV�D�FRPELQHG�SXEOLF�DQG�SULYDWH�KRVSLWDO�V\VWHP�LQ
9LHWQDP�ZDV�SRRUO\�FRQFHLYHG�DQG�GHYRLG�RI�DQ\�SURSHU�SODQQLQJ��$Q�H[DPSOH�RI�WKLV�ZDV�WKH
LQWURGXFWLRQ�E\�PDQ\�KRVSLWDOV�RI�VHSDUDWH�ZDUGV��VR�FDOOHG�QHHGV�EDVHG�VHUYLFH�FOLQLFV��LQ�DGGLWLRQ
WR�WKHLU�XVXDO�VHUYLFH�GHSDUWPHQWV��7KH�V\VWHP�ZDV�LQWURGXFHG�WR�EHQHILW�WKUHH�SDUWLHV�

• 3DWLHQWV��WR�VDYH�WKHP�WLPH�DQG�DFFRUG�WKHP�EHWWHU�PHGLFDO�VHUYLFHV��EHFDXVH�WKH\�ZRXOG
FRQVXOW�KLJKHU�TXDOLW\�VWDII�DQG�ZRXOG�EH�DEOH�WR�XWLOLVH�EHWWHU�TXDOLW\�HTXLSPHQW�

• +RVSLWDOV��WR�LQFUHDVH�WKHLU�UHYHQXH�WKURXJK�UHFHLSW�RI�SDWLHQWV·�IHHV��HQDEOLQJ�WKHP�WR�UHVSRQG
WR�XUJHQW�QHHGV�LQ�SXUFKDVLQJ�EDVLF�PHGLFDO�HTXLSPHQW��DV�ZHOO�DV�VXSSRUWLQJ�WKHLU�VWDII�WKURXJK
DGGLWLRQDO�LQFRPH�

• *RYHUQPHQW��WR�UHGXFHG�WKH�EXUGHQ�RQ�*RYHUQPHQW�KHDOWKFDUH�H[SHQGLWXUH�IRU�WKH�KRVSLWDO
V\VWHP�

'HVSLWH�WKH�ODFN�RI�HPSLULFDO�GDWD�VKRZLQJ�WKH�LPSDFW�RI�LQWURGXFLQJ�SULYDWH�VHUYLFHV�LQWR�SXEOLF
KRVSLWDOV��WKH�FUHDWLRQ�RI�VSHFLDOLVHG�SULYDWH�KHDOWK�FDUH�XQLWV�LQ�SXEOLF�KRVSLWDOV�FHUWDLQO\�FUHDWHG
HQRUPRXV�FKDOOHQJHV��7KHUH�ZDV�D�ODFN�RI�D�SURSHU�OHJDO�IUDPHZRUN�DQG�RSHUDWLRQDO�JXLGHOLQHV�WR
UXQ�WKH�SXEOLF�SULYDWH�PL[�PRGHO��,Q�DGGLWLRQ��LW�FUHDWHG�VXEVWDQWLDO�LQHTXDOLW\�LQ�DFFHVV�WR�KHDOWK
FDUH��EHFDXVH�WKH�ZHDOWK\�ZHUH�DEOH�WR�UHFHLYH�ERWK�D�JRRG�VWDQGDUG�RI�FDUH�DQG�DFFHVV�WR�WKH�EHVW
PHGLFDO�HTXLSPHQW�DYDLODEOH��<HW��WKH�YDVW�PDMRULW\�RI�SDWLHQWV�KDG�WR�FRQWHQG�ZLWK�ORQJ�GHOD\V�
LQH[SHULHQFHG�VWDII�DQG�SRRU�HTXLSPHQW�LQ�WKH�SXEOLF�V\VWHP��DV�D�GLUHFW�UHVXOW�RI�WKH�WUDQVIHU�RI
UHVRXUFHV�IURP�WKH�SXEOLF�WR�SULYDWH�GHSDUWPHQWV�

,Q�DGGLWLRQ��KRVSLWDOV�LQ�GLVDGYDQWDJHG�DUHDV��ZKHUH�WKH�PDMRULW\�RI�SHRSOH�ZHUH�OLYLQJ�XQGHU�WKH
QDWLRQDO�SRYHUW\�OLQH�DQG�DOPRVW�DOO�ZHUH�ZLWKRXW�KHDOWK�LQVXUDQFH�FRYHUDJH��ZHUH�DW�ULVN�RI�QRW
EHLQJ�DEOH�WR�UXQ�SULYDWH�ZDUGV��SUHYHQWLQJ�LPSURYHG�ILQDQFLDO�FRQWULEXWLRQV�IRU�WKHLU�VWDII�DQG�WKH
XSJUDGLQJ�RI�KRVSLWDO�LQIUDVWUXFWXUH��7KLV�FRPELQDWLRQ�RI�SUREOHPV�ZDV�SULPDULO\�UHVSRQVLEOH�IRU
WKH�GHJUDGDWLRQ�DQG�VXE�VWDQGDUG�TXDOLW\�RI�WKH�KRVSLWDO�V\VWHP�LQ�WKH�HDUO\�����·V��DV�ZHOO�DV�IRU
WKH�LQFUHDVH�LQ�SDWLHQW�YLVLWV�OHDGLQJ�WR�RYHUFURZGHG�FHQWUDO�KRVSLWDOV�RYHU�WKH�ODVW�ILYH�\HDUV��,W�ZDV
YHU\�XQFOHDU�KRZ�WKH�FRPELQHG�SXEOLF�DQG�SULYDWH�KHDOWKFDUH�V\VWHP�FRXOG�EHFRPH�VRFLDOO\�HTXLWDEOH�



TACKLING TURMOIL OF TRANSITION – Sida EVALUATION 01/0356

��� 3FNIGXMZIW�ERH�EGLMIZIQIRXW

%�WXVEXIK]�JSV�TLEWMRK�SYX�SJ�EMH
$V�WKH�UHVXOW�RI�WKH�DJUHHPHQW�LQ�������WKH�WZR�LQGHSHQGHQW�KRVSLWDO�SURMHFWV��8RQJ�%L�*HQHUDO
+RVSLWDO��8%*+��DQG�WKH�,QVWLWXWH�IRU�3URWHFWLRQ�RI�&KLOG�+HDOWK��,3&+���DPDOJDPDWHG�WR�IRUP
WKH�&HQWUDO�+RVSLWDOV�$UHD��&+$���7KH�'HSDUWPHQW�RI�7KHUDSHXWLF�0DQDJHPHQW��7KHUDS\��
ZKLFK�LV�UHVSRQVLEOH�IRU�WKH�PDQDJHPHQW�DQG�GLUHFWLRQ�RI�FXUDWLYH�VHUYLFHV�LQ�9LHWQDP��ZDV�DV�
VLJQHG�WR�RYHUVHH�WKH�$UHD��7KLV�SHULRG�UHSUHVHQWHG�WKH�ILQDO�SKDVH�LQ�WKH�SURYLVLRQ RI�6ZHGLVK
VXSSRUW�IRU�FHQWUDO�KRVSLWDOV�

7KH�REMHFWLYHV�RI�WKH�&+$��DFFRUGLQJ�WR�WKH�3ODQQLQJ�'RFXPHQW��ZHUH�DV�IROORZV�

• 0RUH�FRVW�HIIHFWLYH�XWLOLVDWLRQ�RI�UHVRXUFHV�DQG�UHGXFHG�GHSHQGHQF\�RQ�GRQRU�VXSSRUW��SDU�
WLFXODUO\�DW�8%*+�DQG�,3&+�

• 0RUH�HIIHFWLYH�PHWKRGV�RI�ILQDQFLDO�PDQDJHPHQW�
• ,PSURYHG�FRPSHWHQFH�DQG�UHVRXUFHV�IRU�FRVW�HIIHFWLYH�DQG�DSSURSULDWH�KHDOWKFDUH�DW�D�OLPLWHG

QXPEHU�RI�RWKHU�FHQWUDO�KRVSLWDOV�

7KH�RYHUDOO�VWUDWHJ\�IRU�WKH�SHULRG������²������ZDV�WR�HQVXUH�WKH�RQJRLQJ�RSHUDWLRQ�DQG�PDLQWH�
QDQFH�LQ�VWDQGDUGV�RI�WKH�KRVSLWDOV��ZLWK�QR�UHGXFWLRQ�LQ�TXDOLW\�RI�VHUYLFH��$�SURJUHVVLYH�UHGXFWLRQ
LQ�IXQGLQJ�ZDV�WR�EH�EDODQFHG�LQ�WKH�ORQJHU�WHUP�ZLWK�LQFUHDVLQJ�HIILFLHQF\�LQ�RSHUDWLRQ�DQG�FRVW
UHFRYHU\�

2Q�WKH�EDVLV�RI�JHQHUDO�REMHFWLYHV�IRU�WKH�GLIIHUHQW�VWDJHV�DFFRUGLQJ�WR�WKH�DJUHHPHQW��WKH�&HQWUDO
+RVSLWDOV�$UHD�KDG�GHILQHG�VSHFLILF�REMHFWLYHV�IRU�WKHLU�DQQXDO�RSHUDWLRQ�SODQ��DV�IROORZV�

• 7R�PDLQWDLQ�DQG�HQVXUH�WKH�XQGHUWDNLQJ�RI�UHJXODU�RSHUDWLRQV�DQG�TXDOLW\�LQ�PHGLFDO�FDUH
DW�FHQWUDO�KRVSLWDOV��HVSHFLDOO\�WKH�,QVWLWXWH�RI�3DHGLDWULFV�DQG�8RQJ�%L�*HQHUDO�+RVSLWDO�

• 7R�HQKDQFH�WKH�SURIHVVLRQDO��WHFKQLFDO�DQG�PDQDJHPHQW�FRPSHWHQFH�RI�PHGLFDO�ZRUNHUV
DQG�KRVSLWDO�PDQDJHUV�

• 7R�SUHSDUH�SROLFLHV�DQG�SURIHVVLRQDO�VWDWXWHV�FRQFHUQLQJ�PHGLFDO�FDUH�VHUYLFHV�WR�HQKDQFH
WKH�UROH�RI�WKH�0LQLVWU\�RI�+HDOWK��0R+��LQ�PDQDJHPHQW�

*MPPMRK�KETW�LIVI�ERH�XLIVI
'XULQJ�WKH�ILYH�\HDUV�RI�DFWLYLWLHV�IURP�����²������WKH�&HQWUDO�+RVSLWDOV�$UHD�PDGH�HIIHFWLYH�XVH
RI�LWV�IXOO�DOORFDWLRQ�RI�DSSUR[LPDWHO\�6(.����PLOOLRQ��:KLOH�D�PDMRU�VKDUH�ZHQW�LQWR�UHKDELOLWDWLRQ
�GXH�WR�VXEVLGLQJ�JURXQG�OHYHOV�DW�,3&+��WKH�ODQG�ZDV�OHYHOOHG�IRU�VDIHW\�UHDVRQV��DQG�DW�8%*+
D�ZDVWH�ZDWHU�WUHDWPHQW�V\VWHP�ZDV�FRQVWUXFWHG��DQG�UHSODFHPHQW�RI�ROG�HTXLSPHQW�DW�WKH�WZR
KRVSLWDOV��WKHUH�ZHUH�DOVR�D�ODUJH�QXPEHU�RI�DFWLYLWLHV�SHUWDLQLQJ�WR�KXPDQ�UHVRXUFH�GHYHORSPHQW�
SROLF\�PDNLQJ��DQG�SXUFKDVLQJ�RI�PHGLFDO�HTXLSPHQW�IRU�RWKHU�KRVSLWDOV��,Q�IDFW��6LGD�ZDV�FULWLFDO�RI
WKH�ZLGH�VSUHDG�RI�DFWLYLWLHV��KDYLQJ�H[SHFWHG�WKDW�PRUH�UHVRXUFHV�ZRXOG�EH�FRQFHQWUDWHG�DW�8%*+
DQG�,3&+�WR�FRQVROLGDWH�WKHLU�GHYHORSPHQW�

$�WRWDO�RI����LQ�FRXQWU\�WUDLQLQJ�FRXUVHV�ZHUH�RUJDQLVHG�IRU������WUDLQHHV��(LJKWHHQ�JURXSV�FRP�
SULVLQJ����SHUVRQV�LQ�WRWDO��ZHUH�VHQW�DEURDG�IRU�VWXG\LQJ��$OO�WUDLQLQJ�FRXUVHV��DW�KRPH�DQG�DEURDG�
FRYHUHG�ERWK�VSHFLDOLW\�DQG�PDQDJHPHQW�FRQWHQW��7UDLQLQJ�FRXUVHV�RQ�KRVSLWDO�PDQDJHPHQW�ZHUH
SURYLGHG�IRU�WKH�ILUVW�WLPH�WR�DOO�PDQDJHUV�ZKR�ODFNHG�DGHTXDWH�NQRZOHGJH�LQ�WKLV�DUHD�DQG�ZKR
H[SUHVVHG�D�GHVLUH�WR�EH�WUDLQHG��7UDLQLQJ�FRXUVHV�UHODWLQJ�WR�VSHFLDOLVW�DUHDV�SURYLGHG�LQ�GHSWK
WUDLQLQJ�WR�XSGDWH�ZRUNHUV·�NQRZOHGJH�LQ�PHGLFDO�FDUH��,Q�DGGLWLRQ��RWKHU�WUDLQLQJ�FRXUVHV�RQ



TACKLING TURMOIL OF TRANSITION – Sida EVALUATION 01/03 57

ILQDQFLDO�PDQDJHPHQW��PHGLFDO�HTXLSPHQW�PDQDJHPHQW��PDLQWHQDQFH�RI�LQIUDVWUXFWXUH��HWF��
ZHUH�SURYLGHG�

7KH�SROLF\�GRFXPHQWV�HVWDEOLVKHG�DQG�SURPXOJDWHG�LQ�WKH�FXUDWLYH�V\VWHP�LQFOXGHG�

• +RVSLWDO�PDQDJHPHQW��PDQXDO�
• +RVSLWDO�WHFKQLTXH�SURFHGXUHV
• 3URFHGXUDO�SROLF\�UHODWLQJ�WR�WKH�RSHUDWLRQ�RI�WKH�'UXJ�,QIRUPDWLRQ�8QLW
• 'HYHORSPHQW�RI�KRVSLWDO�PDQDJHPHQW�VRIWZDUH
• 3ROLFLHV�DQG�DVVRFLDWHG�GRFXPHQWV�UHODWLQJ�WR�FR�RSHUDWLRQ�EHWZHHQ�GLIIHUHQW�XQLWV��ERWK�ZLWKLQ

DQG�RXWVLGH�WKH�KHDOWK�VHFWRU��H�J��IRUPV�IRU�KRVSLWDO�VWDWLVWLFV�FKDUWV��VWDQGDUGLVHG�QDWLRQ�ZLGH
FDVH�UHSRUW�IRUP��KRVSLWDO�VWDWXWH��GLYHUVLI\LQJ�PHGLFDO�FDUH�FDWHJRULHV����

7KH�SXUFKDVH�RI�PHGLFDO�HTXLSPHQW�KDV�EHHQ�PDLQO\�IRU�8%*+�DQG�,3&+��EXW�RWKHU�FHQWUDO
KRVSLWDOV�KDYH�EHHQ�SDUWO\�HTXLSSHG��+RVSLWDO�(��&HQWUDO�3V\FKLDWULF�+RVSLWDO��%LHQ�+RD�3V\FKLDW�
ULF�+RVSLWDO��HWF�

8LI�GIRXVIW�SJ�I\GIPPIRG]�EX�VMWO
,3&+�DQG�8%*+�DUH�WZR�H[FHSWLRQDO�KRVSLWDOV�DPRQJ�����KRVSLWDOV�LQ�9LHWQDP��7KH�´ZKROH
SDFNDJHµ�VXSSRUW�IURP�6LGD�KDV�HQDEOHG�WKH�KRVSLWDOV�WR�EHFRPH�WZR�RI�WKH�PRVW�PRGHUQ�FXUDWLYH
KHDOWK�LQVWLWXWLRQV�LQ�9LHWQDP��$OWKRXJK�6LGD�KDG�D�SROLF\�RI�JUDGXDOO\�UHGXFLQJ�ILQDQFLDO�VXSSRUW
WR�WKHVH�KRVSLWDOV��XS�XQWLO�������6LGD�VWLOO�FRQWULEXWHG�DSSUR[LPDWHO\�����WRZDUGV�WKH�ILQDQFLQJ�RI
WKH�KRVSLWDO�EXGJHWV��+RZHYHU��WKHVH�WZR�KRVSLWDOV�DOVR�VKDUH�D�QXPEHU�RI�FKDOOHQJHV�LQ�FRPPRQ
ZLWK�RWKHU�KRVSLWDOV�LQ�9LHWQDP��LQ�WHUPV�RI�VWDII�VDODU\��KRVSLWDO�PDQDJHPHQW��LQIUDVWUXFWXUH
XSJUDGLQJ�DQG�FDSDFLW\�EXLOGLQJ�

)ROORZLQJ�DUH�VRPH�REVHUYDWLRQV�PDGH�RI�WKH�WZR�KRVSLWDOV��LOOXVWUDWLQJ�WKH�PDQ\�SUREOHPV�VWLOO
IDFHG�E\�WKHVH�IDFLOLWLHV�LQ�SURYLGLQJ�D�KLJK�VWDQGDUG�RI�KHDOWK�FDUH�

´7KH�WZR�FHQWUDO�KRVSLWDOV�ILQDQFHG�E\�WKH�6ZHGLVK�6XSSRUW��QDPHO\�WKH�,QVWLWXWH�RI
3URWHFWLRQ�IRU�&KLOG�+HDOWK��,3&+��DQG�WKH�8RQJ�%L�*HQHUDO�+RVSLWDO��8%*+���ZDV
UHPDUNDEO\�GHJUDGLQJ��6LQNLQJ�EXLOGLQJV��FUDFNLQJ�ZDOOV�DQG�OHDNLQJ�URRIV��WKDW�FDXVH�SRRU
VDQLWDWLRQ�FRQGLWLRQV��7KH�PHGLFDO�HTXLSPHQW�DW�,3&+�DQG�8%*+�KDG�EHHQ�RSHUDWHG�RYHU
���\HDUV��6\VWHPV�RI�ERLOHUV��HOHFWULFLW\��R[\JHQ�VXSSO\��HOHYDWRUV��HWF�ZHUH�RXW�RI�GDWH�DQG�QRW
IXQFWLRQDO�EXW�WKHUH�ZHUH�KDUGO\�VSDUH�SDUWV�IRU�UHSODFHPHQW�

+RVSLWDO�PDQDJHPHQW�FRPSHWHQFH�ZDV�VWLOO�ORZ��WKH�PDQDJHPHQW�RI�UHVRXUFHV�LQ�WKH�KRVSLWDOV
ZDV�QRW�VDWLVIDFWRU\��HVSHFLDOO\�LQ�WHUPV�RI�HFRQRPLF�DQG�ILQDQFLDO�PDQDJHPHQW��3URIHVVLRQDO
VNLOOV�RI�WKH�VWDII�ZHUH�QRW�FRQWLQXRXVO\�LPSURYHG��$�QXUVLQJ�V\VWHP�ZDV�HVWDEOLVKHG�EXW�WKHUH
ZDV�VWLOO�D�ODFN�RI�VNLOOV�DQG�PHGLFDO�LQVWUXPHQWV�IRU�SURYLGLQJ�QXUVLQJ�FDUH�WR�SDWLHQWV�

7KHUH�ZDV�D�ODFN�RI�UHJXODWLRQV�RQ�PDQDJHPHQW��UHJXODWLRQV�RQ�SURIHVVLRQDO�WHFKQLTXHV�DQG
VWLSXODWLRQV�RQ�LPSRUWDQW�VRFLDO�SROLFLHV�IRU�WKH�SDWLHQWV��ZKLFK�ZRXOG�JXLGH�WKH�SHRSOH�WR
ZRUN�LQ�DFFRUGDQFH�ZLWK�WKH�ODZV���µ���

´+RVSLWDO�GLUHFWRUV�ILQG�WKHPVHOYHV�KDQGLFDSSHG�E\�WRR�OLWWOH�UHVSRQVLELOLW\�WR�FKDQJH�WKH
RUJDQLVDWLRQ��ZKHWKHU�LW�FRQFHUQV�VWDIILQJ�RU�WKH�VWUXFWXUH�RI�WKH�KRVSLWDO���

$QRWKHU�SUREOHP�LV�WKH�ORZ�TXDOLW\�RI�WKH�EXLOGLQJV�DQG�WKH�WHFKQLFDO�HTXLSPHQW���1DWXUDOO\
WKH�ELJ�SUREOHP�LV�WKH�ORZ�VDODULHV�WKDW�PDNHV�LW�YHU\�GLIILFXOW�WR�HQJDJH�WKH�VWDII�ZKROH�

�����������������������������������������������������

���7UDQ�7KX�7KX\���������96+&3�&+$�5HVXOW�$QDO\VLV�5HSRUW�����²������SDJH���
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KHDUWHGO\�LQWR�WKHLU�ZRUN��9HU\�PDQ\�RI�WKHP�KDYH�WR�HDUQ�PRQH\�DOVR�RXWVLGH�WKHLU�RUGLQDU\
ZRUNLQJ�WLPH�DW�WKH�KRVSLWDO��µ��

´����WKH�GHSDUWPHQW�ZDV�WRWDOO\�LJQRUDQW�RI�FRPPRQ�JHQHUDO�UXOHV�IRU�UDGLDWLRQ�SURWHFWLRQ�DW
[�UD\�H[DPLQDWLRQV��7KHUH�ZHUH�SOHQW\�RI�SDWLHQWV�DQG�SDUHQWV�LQ�WKH�URRPV�ZKHQ�H[SRVXUHV
ZHUH�PDGH��7KH�OHDG�UXEEHU�DSURQV�ZHUH�QRW�XVHG���

7KHUH�LV�DQ�H[WUHPHO\�SRRU�UHWULHYDO�RI�SUHYLRXV�H[DPV�RI�WKH�SDWLHQWV���

4XDOLW\�DVVXUDQFH��$�VLPSOH�ZD\�WR�VWDUW�DQ�LQWHUHVW�IRU�TXDOLW\�DVVXUDQFH�LV�WR�FRXQW�ZDVWHG
ILOP��,Q�WKH�GHSDUWPHQW�WKHUH�LV�QR�VXFK�UHJLVWUDWLRQ��µ��

��� 0IWWSRW�SR�MRWXMXYXMSREP�HIZIPSTQIRX

7KH�FRQWLQXHG�RSHUDWLRQ�RI�WKH�WZR�KRVSLWDOV�DQG�WKH�SURPXOJDWLRQ�RI�SROLF\�GRFXPHQWV�LQ�WKH
FXUDWLYH�V\VWHP�SURYLGH�HYLGHQFH�RI�LQVWLWXWLRQDO�GHYHORSPHQW�UHVXOWLQJ�IURP�WKH�&+$��7KH�$UHD
KDV�IRFXVHG�RQ�LPSDFWLQJ�PDQDJHPHQW�VNLOOV�IRU�PDQDJHPHQW�QDWLRQ�ZLGH��0RUH�WKDQ�����PDQDJ�
HUV��GLUHFWRUV��YLFH�GLUHFWRUV��FKLHIV�DQG�GHSXW\�FKLHIV�RI�DGPLQLVWUDWLYH�ERDUGV�DW�GLIIHUHQW�KRVSLWDOV�
IURP�FHQWUDO�WR�ORFDO�OHYHOV��KDYH�SDUWLFLSDWHG�LQ�WUDLQLQJ�FRXUVHV�UHODWLQJ�WR�KRVSLWDO�PDQDJHPHQW�
LQFOXGLQJ�HFRQRPLF�DQG�ILQDQFLDO�PDQDJHPHQW�

7KH�WZR�KRVSLWDOV��,3&+�DQG�8%*+��KDYH�IRFXVHG�RQ�GHYHORSLQJ�WKH�PHGLFDO�VNLOOV�RI�WKHLU
ZRUNHUV�WKURXJK�WKH�SURYLVLRQ�RI�WUDLQLQJ��$Q�HYDOXDWLRQ�RI�WKH�HIIHFWLYHQHVV�RI�WKHVH�FRXUVHV
�XQGHUWDNHQ�LQ�9LHWQDP�DQG�DEURDG��IRXQG�WKDW�KRVSLWDO�VHUYLFHV�KDYH�EHHQ�VWUHQJWKHQHG��FRPSOL�
DQFH�ZLWK�0R+�QRUPV�DQG�UHJXODWLRQV�KDV�LPSURYHG��DQG��PDQDJHULDO�HIIHFWLYHQHVV�KDV�EHHQ
HQKDQFHG����*LYHQ�WKDW�WKH�WUDLQLQJ�UHODWHG�WR�KRVSLWDO�PDQDJHPHQW�DW�WKH�+DQRL�6FKRRO�RI�3XEOLF
+HDOWK�LV�QRW�KRVSLWDO�EDVHG��DQG�WKH�+DQRL�0HGLFDO�6FKRRO�GRHV�QRW�SURYLGH�WKHVH�W\SHV�RI�VKRUW
WUDLQLQJ�FRXUVHV��WKHQ�WKH�WUDLQLQJ�DFWLYLWLHV�RI�WKH�&+$�KDYH�FHUWDLQO\�LPSURYHG�WKH�PDQDJHPHQW
DQG�VHUYLFH�FDSDFLW\�RI�SHRSOH�ZRUNLQJ�LQ�WKH�FHQWUDO�KRVSLWDOV�FRYHUHG�E\�WKH�&+$�

7KH�VXVWDLQDELOLW\�RI�VXFK�WUDLQLQJ�FRXUVHV�GHSHQGV�RQ�WKH�FDSDFLW\�RI�HDFK�KRVSLWDO�LQ�FUHDWLQJ�DQ
DSSURSULDWH�OHDUQLQJ�HQYLURQPHQW��DV�ZHOO�DV�RQ�WKH�FDSDFLW\�RI�0R+�WR�LQWHJUDWH�WKHVH�W\SHV�RI
WUDLQLQJ�FRXUVHV�LQWR�WKH�UHJXODU�VKRUW�WUDLQLQJ�FRXUVH�SURJUDPV�RSHUDWLQJ�DW�HLWKHU�,3&+��8%*+�
RU�RWKHU�PHGLFDO�WUDLQLQJ�LQVWLWXWLRQV��&XUUHQWO\��,3&+�LV�RQH�RI�WKH�PDLQ�XQLYHUVLW\�EDVHG�WUDLQLQJ
LQVWLWXWLRQV�LQ�SDHGLDWULFV�FRYHULQJ�WKH�9LHWQDPHVH�KHDOWK�VHFWRU��ZKLOH�8%*+�SURYLGHV�SUDFWLFDO
WUDLQLQJ�IRU�WKH�QXUVLQJ�WUDLQLQJ�SURJUDP��,Q�DGGLWLRQ��8%*+�LV�RIILFLDOO\�FRQVLGHUHG�E\�0R+�WR�EH
D�PRGHO�SURJUDP�LQ�WKH�SURYLVLRQ�RI�KRVSLWDO�PDQDJHPHQW��+RZHYHU��LW�LV�RI�FRQFHUQ�WKDW�GHVSLWH
WKH�VXFFHVV�RI�WKH�KRVSLWDO�PDQDJHPHQW�WUDLQLQJ�FRXUVHV��WKH�'HSDUWPHQW�RI�7KHUDSHXWLF�0DQDJH�
PHQW�KDV�QR�SODQV�LQ�SODFH�WR�IXUWKHU�GHYHORS�WKHVH�W\SHV�RI�FRXUVHV��ZKLFK�DUH�VR�QHFHVVDU\�LQ
SURYLGLQJ�RQJRLQJ�VXSSRUW�DQG�WUDLQLQJ�WR�KRVSLWDO�PDQDJHPHQW�VWDII�

7KH�'HSDUWPHQW�LV��KRZHYHU��SXUVXLQJ�RWKHU�RSWLRQV�WKDQ�6LGD�IRU�VXSSRUW�WR�KRVSLWDO�PDQDJHPHQW
WUDLQLQJ��7KHVH�LQFOXGH�FROODERUDWLRQ�ZLWK�WKH 6FKRRO�RI�3XEOLF�+HDOWK��WKH�:RUOG�%DQN�IXQGHG
1DWLRQDO�+HDOWK�6XSSRUW�3URMHFW�DQG�WKH�5XUDO�+HDOWK�3URMHFW�ZLWK�$'%�

�����������������������������������������������������

���,1'(9(/23��������´5HSRUW�E\�'U��0RUD�.DOOQHU�RQ�WKH�FRQVXOWDQW�PLVVLRQ�WR�&+$µ��5HIHUHQFH�������

���6WHIIDQ�6DQGVWU|P��������&RQVXOWDQW�PLVVLRQ�WR�,3&+���������������S���

���(YDOXDWLRQ�5HSRUW�RI�WKH�(IIHFWLYHQHVV�RI�7UDLQLQJ�&RXUVHV�LQ�+RVSLWDO�0DQDJHPHQW�'XULQJ�WKH�$JUHHPHQW�3HULRG
����²������DQG�QHHG�$VVHVVPHQW�RI�&RQWLQXRXV�7UDLQLQJ�LQ�+RVSLWDO�0DQDJHPHQW��+DQRL�0HGLFDO�&ROOHJH��&+$�
�����



TACKLING TURMOIL OF TRANSITION – Sida EVALUATION 01/03 59

��� 0IWWSRW�SR�VIPIZERGI

,Q�UHYLHZLQJ�WKH�UHOHYDQFH�RI�WKH�&+$�IURP�����²������LW�LV�ZRUWKZKLOH�UHPHPEHULQJ�WKDW�DW�WKH
WLPH�WKH�KHDOWKFDUH�V\VWHP�LQ�9LHWQDP�ZDV�KHDYLO\�DIIHFWHG�E\�WKH�PRYH�WRZDUGV�D�SXEOLF�DQG
SULYDWH�PL[�V\VWHP��DV�ZHOO�DV�WKH�HPHUJHQFH�RI�WKH�FRXQWU\��DIWHU�DSSUR[LPDWHO\�ILIW\�\HDUV�RI�ZDU
DQG�FRQIOLFW������²������

6IWTSRHMRK�XS�RI[�RIIHW��JVSQ�E�[EV�HMVIGXIH�XS�E�HIZIPSTQIRX�FEWIH�WSGMIX]
$V�D�UHVXOW��WKH�KRVSLWDO�V\VWHP�ZDV�LQ�XUJHQW�QHHG�RI�XSJUDGLQJ�DQG�UHQRYDWLRQ��5HIRUP�RULHQWHG
SROLF\�PDNHUV��KRVSLWDO�PDQDJHUV�DQG�VWDII�ZHUH�DOO�VWDUWLQJ�WR�OHDUQ�KRZ�WR�UXQ�KRVSLWDOV�DFFRUGLQJ
WR�WKH�FRQWH[W�RI�D�SXEOLF�SULYDWH�PL[��0HDQZKLOH��SROLFLHV�DQG�JXLGHOLQHV�IRU�KRVSLWDO�PDQDJHPHQW
ZHUH�LQ�D�SUHPDWXUH�VWDJH�RI�GHYHORSPHQW��DQG�DOO�PRGHOOHG�RQ�ZKDW�KDG�SUHYLRXVO\�KDSSHQHG�LQ
9LHWQDPHVH�VRFLHW\��*LYHQ�WKLV�FRQWH[W��WKH�FDSDFLW\�EXLOGLQJ�RI�0R+�DQG�FHQWUDO�KRVSLWDO�PDQ�
DJHPHQW�VWDII��WKURXJK�6LGD�VXSSRUWLQJ�0R+�LQ�SUHSDULQJ�SROLF\�GRFXPHQWV�IRU�KRVSLWDO�PDQDJH�
PHQW�DQG�SURYLGLQJ�WUDLQLQJ�RQ�KRVSLWDO�PDQDJHPHQW��LQFOXGLQJ�ILQDQFLDO�PDQDJHPHQW��ZDV��DQG
VWLOO�LV��PRVW�UHOHYDQW�WR�WKH�GHYHORSPHQW�RI�9LHWQDP·V�KHDOWK�SROLF\��,Q�DGGLWLRQ��WKH�WZR�KRVSLWDOV�
,&3+�DQG�8%*+��KDYH�WDNHQ�D�OHDGLQJ�UROH�E\�EHFRPLQJ�LQVWLWXWLRQV�RIIHULQJ�WKH�KLJKHVW�TXDOLW\�RI
PHGLFDO�FDUH�LQ�9LHWQDP��7KH\�DUH�DOVR�WKH�NH\�WUDLQLQJ�EDVHG�KRVSLWDOV�IRU�ERWK�XQGHUJUDGXDWH
DQG�JUDGXDWH�KHDOWK�ZRUNHUV�LQ�9LHWQDP�

4LEWMRK�SYX�SJ�EMH��E�VIEWSREFPI�WYGGIWW
7KH�$UHD�IRFXVHG�RQ�VXSSRUWLQJ�WKH�WZR�KRVSLWDOV�LQ�WHUPV�RI�SXUFKDVLQJ�VSDUH�SDUWV�DQG�WKH
QHFHVVDU\�UHSODFHPHQW�RI�HTXLSPHQW�IRU�WUHDWPHQW�DQG�SDWLHQW�FDUH��$GGLWLRQDOO\��WKH�$UHD�SUR�
YLGHG�IXQGV�IRU�WKH�RSHUDWLRQ�RI�WKH�KRVSLWDOV��ZLWK�WKH�DLP�RI�JUDGXDOO\�LQFUHDVLQJ�WKH�OHYHO�RI
JRYHUQPHQW�VXSSRUW��XQWLO�WKH�JRYHUQPHQW�FRXOG�HYHQWXDOO\�WDNH�RYHU�UXQQLQJ�WKH�KRVSLWDOV��7KLV
VXSSRUW�SROLF\�KDV�GHPRQVWUDWHG�LWV�UHOHYDQFH�ZLWK�HYLGHQFH�WKDW�FRQWULEXWLRQV�IURP�WKH�$UHD
DFFRXQWHG�IRU�DSSUR[LPDWHO\�����RI�WRWDO�FRVWV�DQQXDOO\�GXULQJ�WKH�SHULRG�����²������DQG�ZHUH
YLUWXDOO\�SKDVHG�RXW�E\�WKH�HQG�RI������

:LWK�D�VWURQJ�SROLWLFDO�ZLOO�LQ�WKH�DUHD�RI�KHDOWK�HTXLW\��DQG�JLYHQ�WKH�VWHDG\�GHYHORSPHQW�RI�WKH
FRXQWU\·V�HFRQRP\��WKH�KDQG�RYHU�RI�WKH�RSHUDWLRQ�RI�WKH�WZR�KRVSLWDOV�WR�WKH�9LHWQDPHVH�JRYHUQ�
PHQW�KDV�EHHQ�UHDVRQDEO\�VXFFHVVIXO��7KLV�LV�HYLGHQFHG�E\�WKH�IDFW�WKDW�RQH�\HDU�VLQFH�WKH�&+$�KDV
EHHQ�SKDVHG�RXW��WKH�WZR�KRVSLWDOV�KDYH�PDLQWDLQHG�TXDOLW\�RSHUDWLRQDO�VWDQGDUGV��HVSHFLDOO\�WKH
8%*+��7KHUH�LV�D�QHHG�IRU�DQ�YDOXDWLRQ�RI�WKH�WZR�KRVSLWDOV�DIWHU���\HDUV�RI�RSHUDWLRQ�ZLWKRXW�6LGD
VXSSRUW�LQ�RUGHU�WR�SURYLGH�OHVVRQV�UHJDUGLQJ�WKH�IXWXUH�VXSSRUW�RI�6LGD�LQ�WKH�KRVSLWDO�DUHD��DV�ZHOO
DV�WR�9LHWQDP�LQ�WHUPV�RI�KRZ�WR�UHFHLYH�ILQDQFLDO�DLG�DVVLVWDQFH�LQ�D�VXVWDLQDEOH�ZD\�IRU�WKH
FXUDWLYH�V\VWHP�

$QRWKHU�LPSRUWDQW�LQGLFDWRU�XQGHUOLQLQJ�WKH�UHOHYDQFH�RI�WKH�&+$�ZDV�WKDW�GXULQJ�WKH�ILYH�\HDU
SHULRG�LW�ZDV�DOPRVW�HQWLUHO\�LPSOHPHQWHG�DQG�PDQDJHG�E\�QDWLRQDO�VWDII��ZLWK�WKH�H[FHSWLRQ�RI�RQH
KDOI�WLPH�6ZHGLVK�DGYLVRU�LQ�������DQG����ZHHNV�RI�VKRUW�WHUP�FRQVXOWDQF\�DVVLVWDQFH�

4SPMG]�[SVO��PEGOMRK�MR�VIEPMX]�GLIGO
+RZHYHU��WKH�GHYHORSPHQW�RI�SROLF\�GRFXPHQWV�DW�0R+�LV�RQH�DUHD�UHODWLQJ�WR�SURMHFW�GHVLJQ
WKDW�LV�VWLOO�ODFNLQJ��&+$�VXSSRUWHG�WKH�'HSDUWPHQW�RI�7KHUDSHXWLF�0DQDJHPHQW�LQ�GHYHORSLQJ
D�QXPEHU�RI�PDQXDOV�DQG�JXLGHOLQHV�WKDW�ZHUH�SURPXOJDWHG�LQ�WKH�FXUDWLYH�V\VWHP��$�ODFN�RI
LQYROYHPHQW�E\�DQ�LQGHSHQGHQW�RUJDQLVDWLRQ�LQ�PRQLWRULQJ�DQG�HYDOXDWLQJ�WKH�LPSOHPHQWDWLRQ�RI
WKRVH�JXLGHOLQHV�DQG�SROLFLHV��DV�ZHOO�DV�HYDOXDWLQJ�WKH�FRQWHQW�RI�WKRVH�GRFXPHQWV�KDV�OLPLWHG�WKH
HIIHFWLYHQHVV�RI�WKHVH�SROLFLHV��7KH�HYDOXDWLRQ�WHDP��ZKHQ�UHYLHZLQJ�GRFXPHQWV�UHODWHG�WR�DUHDV



TACKLING TURMOIL OF TRANSITION – Sida EVALUATION 01/0360

VXFK�DV�KRVSLWDO�WHFKQLTXH�SURFHGXUHV��UHFRJQLVHG�WKDW�D�ORW�RI�LQSXW�ZDV�VWLOO�QHHGHG�WR�EULQJ�WKHVH
GRFXPHQWV�LQWR�D�IRUP�VXLWDEOH�IRU�SUDFWLFDO�DSSOLFDWLRQ�E\�WKH�XVHUV��6XFK�LOOXVWUDWLRQV�GHPRQVWUDWH
WKH�QHHG�IRU�D�FOHDU�FODVVLILFDWLRQ�RI�SURFHGXUHV�WRZDUGV�OHYHO�RI�VHUYLFH�SURYLGHG�

7KHUH�LV�DOVR�D�QHHG�WR�HPSKDVLVH�D�V\VWHPDWLF�DSSURDFK�LQ�SURGXFLQJ�SROLF\�GRFXPHQWV�DQG
JXLGHOLQHV�LQ�WKH�SURMHFW��$V�&+$�ZDV�DOPRVW�HQWLUHO\�PDQDJHG�DQG�RSHUDWHG�E\�QDWLRQDO�VWDII��WKH
ZHDN�SRLQWV�LQ�SROLF\�GRFXPHQWV�DQG�JXLGHOLQHV�GHYHORSPHQW�ZHUH�VKRZQ��$OPRVW�DOO�RI�WKHLU
DFWLYLWLHV�ZHUH�IRFXVHG�RQ�GHYHORSLQJ�SROLF\�GRFXPHQWV�DQG�JXLGHOLQHV�UHODWLQJ�WR�WKH�QHHGV�WKH\
WKHPVHOYHV�LGHQWLILHG��DQG�YHU\�OLWWOH�DWWHQWLRQ�ZDV�SDLG�WR�HYDOXDWLQJ�FRQGLWLRQV�IRU�DSSO\LQJ�WKRVH
SROLFLHV�DQG�JXLGHOLQHV�

2QH�ZD\�WKDW�+RVSLWDO�0DQDJHPHQW�&DSDFLW\�FDQ�EH�HYDOXDWHG�LV�E\�DVVHVVLQJ�WKH�RSHUDWLRQ�RI
WKH�KRVSLWDO·V�LQIRUPDWLRQ�V\VWHP��DQG�WKH�FRQQHFWLRQ�EHWZHHQ�LQIRUPDWLRQ�FROOHFWHG�DQG�GHFLVLRQV
PDGH�LQ�LQVWLWXWLRQDO�IXQFWLRQLQJ��7KH�'HSDUWPHQW�RI�7KHUDSHXWLF�0DQDJHPHQW�GHYHORSHG�D
VWDWLVWLFDO�QHWZRUN�IRU�KRVSLWDO�PDQDJHPHQW�LQIRUPDWLRQ��ZLWK�WKH�SXUSRVH�RI�GHYHORSLQJ�IRUPV�IRU
WKH�FROOHFWLRQ�RI�VWDWLVWLFDO�LQIRUPDWLRQ�UHODWHG�WR�WKH�KHDOWK�FDUH�DFWLYLWLHV�RI�KRVSLWDOV��+RZHYHU��LW
LV�QRW�DSSDUHQW�ZKDW�FRQQHFWLRQ�H[LVWV�EHWZHHQ�WKLV�LQIRUPDWLRQ�FROOHFWHG�DQG�WKH�SROLF\�GRFXPHQWV
GHYHORSHG��QRU�RI�DQ\�IROORZ�XS�RI�LPSOHPHQWLQJ�VXFK�SROLFLHV�LQ�WKH�FXUDWLYH�V\VWHP�

'ER�UYEPMX]�EX�-4',�ERH�9&+,�FI�WYWXEMRIH#
7KHUH�LV�QR�GRXEW�WKDW�WKH�FUHDWLRQ�DQG�RSHUDWLRQ�RI�WKH�&HQWUDO�+RVSLWDOV�$UHD��IRU�WKH�SHULRG
����²������ZDV�VXFFHVVIXO��7KH�WZR�KRVSLWDOV��,3&+�DQG�8%*+��VHHP�WR�EH�FXUUHQWO\�RSHUDWLQJ
ZHOO�LQ�WKHLU�ILUVW�\HDU�ZLWKRXW�6LGD�VXSSRUW��%XW��KRZ�ORQJ�WKH\�FDQ�FRQWLQXH�WR�EH�VXFFHVVIXO�LV
TXHVWLRQHG�E\�PDQ\�SHRSOH�

:KLOH�IRU�PDQ\�\HDUV�QRZ�D�PL[HG�SXEOLF�SULYDWH�KHDOWKFDUH�V\VWHP�KDV�EHHQ�RSHUDWLQJ�LQ�9LHW�
QDP��WKH�SXEOLF�KHDOWK�V\VWHP�FRQWLQXHV�WR�SOD\�WKH�OHDGLQJ�UROH��$�FRPPRQ�SKHQRPHQRQ�LQ�WKH
SXEOLF�FXUDWLYH�V\VWHP�LQ�JHQHUDO��EXW�SDUWLFXODUO\�DW�,3&+�DQG�8%*+�GXULQJ�WKH�ODVW�ILYH�\HDUV�
LV�WKDW�WKH�QXPEHU�RI�PHGLFDO�H[DPLQDWLRQV�DW�WKH�FHQWUDO�KRVSLWDOV�KDV�LQFUHDVHG�HDFK�\HDU�
)RU�H[DPSOH��DW�8%*+�WKLV�ILJXUH�LQFUHDVHG�IURP��������LQ�������WR���������LQ�������UHDFKLQJ
��������LQ�������DQG�DW�,3&+�IURP��������LQ�������WR���������LQ���������$W�,3&+��WKHUH�DUH
FXUUHQWO\��RQ�DYHUDJH��DERXW�����SDWLHQW�YLVLWV�SHU�GD\��ZKLOH�LQ������WKLV�ILJXUH�ZDV�RQO\������6XFK
DQ�LQFUHDVH�LQ�WKH�QXPEHU�RI�SDWLHQWV�SUHVHQWLQJ�LV�GHILQLWHO\�EH\RQG�WKH�FXUUHQW�FDSDFLW\�RI�,3&+
DQG�8%*+�

,3&+�DQG�8%*+�KRVSLWDO�PDQDJHUV�UHSRUWHG�WZR�PDLQ�FKDOOHQJHV�IRU�WKH�IXWXUH��7KH�ILUVW�UHODWHV
WR�DJHLQJ�HTXLSPHQW��%RWK�KRVSLWDOV�KDYH�KHDOWK�HTXLSPHQW�ZKLFK�LV�GHWHULRUDWLQJ��EXW�GR�QRW�KDYH
SODQV�IRU�WKHLU�UHSODFHPHQW��6HFRQGO\��ILQDQFLDO�PDQDJHPHQW�DQG�IXWXUH�VXVWDLQDELOLW\�RI�WKH
KRVSLWDOV�ZDV�D�PDMRU�FRQFHUQ��%RWK�KRVSLWDOV�DUH�FXUUHQWO\�UXQQLQJ�DW�D�GHILFLW��8%*+�'LUHFWRU�
'U�1JX\HQ�1JRF�+DP��HVWLPDWHG�WKDW�IRU�WKH�\HDU�������WKH�WRWDO�H[SHQGLWXUH�RI�WKH�KRVSLWDO
ZRXOG�EH����ELOOLRQ�91'��\HW�WRWDO�UHYHQXH�ZLOO�RQO\�DSSUR[LPDWH����ELOOLRQ��5HYHQXH�VRXUFHV
LQFOXGH�WKH�JRYHUQPHQW�KHDOWK�EXGJHW��������KRVSLWDO�IHHV��DQG�KHDOWK�LQVXUDQFH��:KLOH�QR�GDWD
ZDV�DYDLODEOH�IRU�,3&+��LW�LV�RI�JUDYH�FRQFHUQ�WKDW�WKH�KRVSLWDO�LV�UXQQLQJ�DW�D�JUHDWHU�GHILFLW�WKDQ
8%*+��DV�����RI�WKHLU�SDWLHQWV�DUH�FKLOGUHQ��ZKR�DUH�H[HPSWHG�IURP�KRVSLWDO�IHHV�

�����������������������������������������������������

���96+&3²&+$���������6XPPLQJ�XS�UHSRUW�RI�WKH�����²�����FRRSHUDWLRQ�DJUHHPHQW�RI�WKH�FHQWUDO�KRVSLWDO�DUHD�
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,SWTMXEP�JMRERGMRK�MR�NISTEVH]
<HW��LW�LV�XQFOHDU�KRZ�KRVSLWDO�PDQDJHUV�ZLOO�UHVSRQG�WR�ERWK�WKHVH�FKDOOHQJHV��,Q�UHODWLRQ�WR
KRVSLWDO�HTXLSPHQW��PDQDJHPHQW�DW�ERWK�KRVSLWDOV�ZHUH�VLPSO\�VHDUFKLQJ�IRU�DOWHUQDWLYH�GRQRUV�
&RQFHUQLQJ�WKHLU�IXWXUH�ILQDQFLDO�RSHUDWLRQV��LQ�WKH�VKRUW�WHUP��ERWK�KRVSLWDOV�SODQ�WR�VHHN�DGGL�
WLRQDO�IXQGLQJ�IURP�WKH�JRYHUQPHQW�E\�SURSRVLQJ�WR�LQFUHDVH�WKHLU�QXPEHU�RI�DYDLODEOH�EHGV��,Q
UHVSRQGLQJ�WR�WKH�LQFUHDVH�LQ�WKH�QXPEHU�RI�SDWLHQW�YLVLWV��,3&+�SODQV�LQ�WKH�FRPLQJ�\HDU�WR�EXLOG�D
QHZ�FOLQLF�ZLWK�WKH�FDSDFLW\�IRU�DSSUR[LPDWHO\������SDWLHQWV��:KHWKHU�RU�QRW�WKH\�ZLOO�UHFHLYH�WKH
IXQGLQJ�IRU�WKLV�LV�XQFHUWDLQ�

$V�\HW��KRVSLWDO�PDQDJHUV�DQG�SROLF\�PDNHUV�IURP�WKH�'HSDUWPHQW�RI�7KHUDSHXWLF�0DQDJHPHQW�
KDYH�QRW�IXOO\�H[SORUHG�DYHQXHV�UHODWLQJ�WR�UHVHDUFK�RQ�KHDOWK�ILQDQFLQJ��QRU�KDYH�WKH\�GHYHORSHG
SODQV�WR�UHVSRQG�WR�WKH�RYHU�XWLOLVDWLRQ�RI�&HQWUDO�KRVSLWDOV��,Q�HVVHQFH��WKH�WHDP�ZDV�JUHDWO\
FRQFHUQHG�DERXW�WKH�XQFHUWDLQW\�UHODWLQJ�WR�ILQDQFLDO�PDQDJHPHQW�DQG�VXVWDLQDELOLW\�RI�WKH�WZR
KRVSLWDO�V\VWHPV��DV�ZHOO�DV�WKH�KRVSLWDO�PDQDJHUV·�DSSDUHQW�ODFN�RI�UHDGLQHVV�IRU�LQGHSHQGHQFH�
GHVSLWH�WKH�UHGXFLQJ�JUDQWV�IURP�6LGD�

• $�SRVVLEOH�H[SODQDWLRQ�IRU�WKH�LQFUHDVLQJ�QXPEHUV�RI�SDWLHQWV�DWWHQGLQJ�FHQWUDO�KRVSLWDOV�PD\
UHODWH�WR�UHDVRQV�FRQFHUQLQJ�FRVW�HIILFLHQF\��UHFRJQLVHG�E\�WKH�XVHUV�WKHPVHOYHV��DQG�WKH�FXUUHQW
KHDOWK�ILQDQFLQJ�PHFKDQLVP��7KHUH�DSSHDUV�WR�EH�D�SHUFHSWLRQ�WKDW�SHRSOH·V�PRQH\�LV�EHWWHU
VSHQW�DFFHVVLQJ�KLJKHU�TXDOLW\�VHUYLFHV�DQG�UHVRXUFHV�WKURXJK�WKH�FHQWUDOLVHG��UDWKHU�WKDQ�ORFDO�
LVHG��KHDOWK�V\VWHPV��$GGUHVVLQJ�WKH�JDSV�LQ�TXDOLW\�RI�KRVSLWDO�VHUYLFHV�EHWZHHQ�GLVWULFW��SURYLQ�
FLDO�DQG�FHQWUDO�OHYHOV�GHSHQGV�RQ�PDQ\�IDFWRUV��7ZR�LPSRUWDQW�IDFWRUV�LQFOXGH�WKH�OHYHO�RI�H[�
SHQGLWXUH�SURYLGHG�E\�JRYHUQPHQW�WR�WKH�QDWLRQDO�KHDOWK�EXGJHW��DV�ZHOO�DV�WKH�UHIRUPDWLRQ�RI
KHDOWK�WUDLQLQJ�LQVWLWXWLRQV�VR�WKDW�VWDII�DW�GLVWULFW�DQG�SURYLQFLDO�KRVSLWDOV�FDQ�XSJUDGH�WKHLU
NQRZOHGJH�DQG�SURIHVVLRQDO�VNLOOV�

$QRWKHU�HTXDOO\�LPSRUWDQW�HOHPHQW�LQ�VROYLQJ�WKH�LQFUHDVH�RI�SDWLHQWV�DW�FHQWUDO�KRVSLWDOV�LV�UHODWHG
WR�KHDOWK�ILQDQFLQJ�DQG�SRRU�VDODULHV�UHFHLYHG�E\�KRVSLWDO�VWDII��:KLOH�WKH�JRYHUQPHQW�EXGJHW
JHQHUDOO\�FRYHUV�DSSUR[LPDWHO\�����RI�WKH�FHQWUDO�KRVSLWDO�EXGJHWV��DQG�KHDOWK�LQVXUDQFH�FRYHUV
DSSUR[LPDWHO\�����RI�WKH�9LHWQDPHVH�SRSXODWLRQ��KRVSLWDO�IHHV�WKHUHIRUH�EHFRPH�D�VLJQLILFDQW
VRXUFH�RI�IXQGV�IRU�WKH�RSHUDWLRQ�RI�WKH�KRVSLWDOV�

6LJQLILFDQW�SURSRUWLRQV�RI�XVHU�IHHV�WKDW�FRQWULEXWH�WR�KRVSLWDO�EXGJHWV�DUH�IRUPDOO\�XVHG�E\�KRVSL�
WDOV�WR�FRQWULEXWH�GLUHFWO\�WR�VWDII�LQFRPH��$V�D�UHVXOW��SDWLHQW�YLVLWV�DUH�YLHZHG�E\�VRPH�KRVSLWDO
PDQDJHUV�DV�D�VRXUFH�RI�LQFRPH�IRU�WKHLU�RZQ�VWDII��EXW�WKLV�RIWHQ�OHDGV�WR�GLVSDULW\�LQ�LQFRPHV
EHWZHHQ�WKH�YDULRXV�KRVSLWDOV��GXH�WR�GLIIHUHQFHV�LQ�WKH�QXPEHU�RI�SDWLHQWV��0RVW�GLVWXUELQJ�
WKRXJK��LV�WKDW�DV�D�UHVXOW�RI�VWDII�LQFRPHV�EHLQJ�VXSSOHPHQWHG�E\�XVHU�IHHV��WKHUH�KDV�EHHQ�D
WHQGHQF\�WR�SUHVVXUH�XVHUV�WR�VHHN�FDUH�LQ�SULYDWH�ZDUGV�LQ�SXEOLF�KRVSLWDOV��,Q�WXUQ��SDWLHQWV�DW�WKH
ORZHU�OHYHOV�VHHP�WR�EH�GULYHQ�WR�VHHN�FDUH�DW�WKH�FHQWUDO�OHYHO�DV�D�UHVXOW�RI�WKHLU�RZQ�DQDO\VLV�RI�WKH
FRVW�HIILFLHQF\�RI�GLIIHUHQW�DOWHUQDWLYHV�EHWZHHQ�SULYDWH�VHUYLFHV�DW�ORZHU�OHYHOV�DQG�WKH�FHQWUDO�OHYHO�

7R�UHVROYH�WKHVH�LVVXHV��0R+�KDV�WR�LPSOHPHQW�D�VHULHV�RI�LQWHUYHQWLRQV�IRU�

• (VWDEOLVKLQJ�VWDQGDUGLVHG�JXLGHOLQHV�DQG�SROLFLHV�UHODWLQJ�WR�WKH�TXDOLW\�RI�KRVSLWDO�FDUH�QDWLRQ�
ZLGH�

• ,PSOHPHQWLQJ�D�UDQJH�RI�VWUDWHJLHV�WR�XSJUDGH�WKH�TXDOLW\�RI�VHUYLFHV�IRU�WKH�PRVW�FRPPRQ
KHDOWK�SUREOHPV�DW�GLVWULFW�DQG�SURYLQFLDO�KRVSLWDOV��LQ�RUGHU�WR�PHHW�WKH�QHZO\�HVWDEOLVKHG
TXDOLW\�VWDQGDUGV��VWDUWLQJ�IURP�D�UHIRUP�RI�KHDOWK�HGXFDWLRQ�LQVWLWXWLRQV��DQG�

• 5HVWUXFWXULQJ�WKH�KRVSLWDO�IHHV�V\VWHP��EDVHG�RQ�D�PXOWL�GLVFLSOLQDU\�UHVHDUFK�DSSURDFK��DV�ZHOO
DV�LQGHSHQGHQW�UHVHDUFK�RQ�WKH�SXEOLF�SULYDWH�KRVSLWDO�PRGHO��$�PDVWHU�SODQ�WR�UHVSRQG�WR�WKLV
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DUHD�LV�QHHGHG�QRZ��7KHUH�VHHPV�WR�EH�QRWKLQJ�SURSRVHG�LQ�WKLV�DUHD�IRU�WKH�QH[W�ILYH�\HDUV�
ZKLFK�LV�RI�PDMRU�FRQFHUQ�

��� 6IGSQQIRHEXMSRW

%\�ZD\�RI�VXPPDULVLQJ�WKH�DQDO\VLV�DERYH��ZH�RIIHU�WKH�IROORZLQJ�UHFRPPHQGDWLRQV�IRU�6LGD�DQG
0R+��EDVHG�RQ�WKH�YLHZ�WKDW�WKH�SUREOHPV�DQG�FKDOOHQJHV�RI�WKH�FXUDWLYH�V\VWHP�RXJKW�WR�D�FRP�
SRQHQW�RI�D�IXWXUH�9LHWQDP�6ZHGHQ�+HDOWK�&RRSHUDWLRQ�

• 7KHUH�LV�D�QHHG�IRU�HPSKDVLVLQJ�WKH�LPSRUWDQFH�RI�D�V\VWHPDWLF�DSSURDFK�LQ�SROLF\�GHYHORS�
PHQW�DQG�SURPXOJDWLRQ�LQ�WKH�FXUDWLYH�V\VWHP�

• 7KH�VXVWDLQDELOLW\�RI�WKH�KRVSLWDO�V\VWHPV�LV�QRW�VHFXUH��DQG�WKHUH�LV�DQ�XUJHQW�QHHG�WR�LPSURYH
ILQDQFLDO�SODQQLQJ�DQG�PDQDJHPHQW��:H�VXJJHVW�WKH�LPPHGLDWH�LPSOHPHQWDWLRQ�RI�D�VKRUW�UH�
YLHZ�SURJUDP�WR�DVVLVW�LQ�WKH�SODQQLQJ�DQG�GHYHORSPHQW�RI�VRXQG�DQG�FUHDWLYH�VWUDWHJLHV�WR�DG�
GUHVV�ILQDQFLDO�PDQDJHPHQW�DQG�VXVWDLQDELOLW\�LVVXHV��WR�FRXQWHU�GHSHQGHQFH�RQ�GRQRU�SUR�
JUDPV�

• ,W�VKRXOG�EH�FRQVLGHUHG�WR�PDNH�D�VWXG\�RQ�IDFWRUV�FRQWULEXWLQJ�WR�LQFUHDVLQJ�LQ�SDWLHQW�YLVLWV�WR
WKH�FHQWUDO�KRVSLWDOV��DORQJ�ZLWK�WKH�GHYHORSPHQW�RI�D�PDVWHU�SODQ�WR�DGGUHVV�WKH�LVVXH�RI�LQ�
FUHDVLQJ�SDWLHQW�YLVLWV�WR�FHQWUDO�KRVSLWDOV�

• ,W�LV�DOVR�QHFHVVDU\�WR�XQGHUWDNH�DQ�LQWHUQDO�DVVHVVPHQW�DQG�UHSODFHPHQW�VWUDWHJ\�IRU�DJHLQJ�DQG
GHWHULRUDWLQJ�KRVSLWDO�HTXLSPHQW�

• 7KHUH�QHHGV�WR�EH�DQ�HYDOXDWLRQ�RI�WKH�RSHUDWLRQ�RI�,3&+�DQG�8%*+�DIWHU���\HDUV�RI�RSHUD�
WLRQ�ZLWKRXW�6LGD�VXSSRUW�
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�� %MH�1EREKIQIRX�ERH�'SSVHMREXMSR

��� &EGOKVSYRH�ERH�GSRXI\X

9LHWQDP�HQWHUHG�WKH�LQWHUQDWLRQDO�DLG�DUHQD�UHODWLYHO\�ODWH��8QWLO�WKH�PLG�����V�IRUHLJQ�DVVLVWDQFH
KDG�PRVWO\�EHHQ�IURP�WKH�6RYLHW�8QLRQ��(DVWHUQ�(XURSH�DQG�&KLQD��ZLWK�6ZHGHQ�DV�D�QRWDEOH
H[FHSWLRQ��EHLQJ�WKH�ILUVW�:HVWHUQ�FRXQWU\�WR�QHJRWLDWH�D�ELODWHUDO�DLG�DJUHHPHQW�ZLWK�WKHQ�1RUWK
9LHWQDP��'HPRFUDWLF�5HSXEOLF�RI�9LHWQDP��LQ�������DQG�WKH�RQO\�:HVWHUQ�FRXQWU\�QRW�WR�ZLWK�
GUDZ�DLG�LQ�WKH�ZDNH�RI�9LHWQDP·V�LQWHUYHQWLRQ�LQ�&DPERGLD���������:LWK�WKH�GHSDUWXUH�RI�9LHW�
QDPHVH�WURRSV�IURP�&DPERGLD�LQ�������FRXSOHG�ZLWK�WKH�HFRQRPLF�UHIRUPV��GRLPRL��JUDGXDOO\
WDNLQJ�HIIHFW�DW�WKH�EHJLQQLQJ�RI�WKH�����V��9LHWQDP�KDV�UDSLGO\�EHFRPH�D�IRFXV�RI�DWWHQWLRQ�RI�WKH
LQWHUQDWLRQDO�GHYHORSPHQW�EDQNV�DQG�PRVW�ELODWHUDO�GRQRUV��7KH�ILUVW�'RQRU�&RQIHUHQFH�IRU
9LHWQDP�ZDV�KHOG�LQ�3DULV�LQ�������IROORZHG�E\�VHYHUDO�VHFWRUDO�$LG�&RRUGLQDWLRQ�0HHWLQJV�LQ�����
DQG�������7KH�KHDOWK�VHFWRU�ZDV�RQH�RI�WKH�ODWHFRPHUV�ZKHQ�WKH�ILUVW�FRRUGLQDWLRQ�PHHWLQJ�WRRN
SODFH�LQ�0DUFK������

6HYHUHO\�FRQVWUDLQHG�LQ�LWV�GRPHVWLF�UHYHQXH�WKH�JRYHUQPHQW�RI�9LHWQDP�ZHOFRPHG�DQG�HQFRXU�
DJHG�D�UDSLG�H[SDQVLRQ�RI�DLG�IORZV�WR�WKH�FRXQWU\��WKH�KHDOWK�VHFWRU�EHFRPLQJ�RQH�RI�WKH�PDMRU
EHQHILFLDULHV����7KHUH�VHHPV�WR�EH�QR�IXOO\�UHOLDEOH�ILJXUHV�RQ�DJJUHJDWH�GLVEXUVHPHQWV�RI�RIILFLDO
GHYHORSPHQW�DVVLVWDQFH��2'$��RYHU�WKH�ODVW�GHFDGH��EXW�LW�LV�HVWLPDWHG�WR�KDYH�PRUH�WKDQ�GRXEOHG
EHWZHHQ������DQG�������7KH�FXUUHQW�2'$�GLVEXUVHPHQW�LV�LQ�WKH�RUGHU�RI�86'���²��PLOOLRQ�
:KHWKHU�WKLV�FRQVWLWXWHV�LQFUHDVLQJ�DLG�GHSHQGHQF\�ZLWKLQ�WKH�KHDOWK�VHFWRU�RU�QRW��LV�DOVR�GLIILFXOW
WR�DVFHUWDLQ��2QH�VRXUFH�FDWHJRULFDOO\�VWDWHV�WKDW�WKH�VKDUH�RI�2'$�LQ�WRWDO�SXEOLF�KHDOWK�VSHQGLQJ
GHFOLQHG�EHWZHHQ������DQG�������GXH�WR�DQ�LPSUHVVLYH����SHU�FHQW�DQQXDO�JURZWK�LQ�JRYHUQPHQW
KHDOWK�VSHQGLQJ�LQ�WKH�VDPH�SHULRG����,Q�DQRWKHU�UHSRUW�LW�LV�FRQFOXGHG�WKDW�2'$�DV�D�SHUFHQWDJH
RI�WKH�JRYHUQPHQW�KHDOWK�EXGJHW�KDV�VWHDGLO\�LQFUHDVHG�XS�WR�������DQG�WKDW�WKH�WUHQG�LV�OLNHO\�WR
FRQWLQXH��IURP����SHU�FHQW�LQ������WR�DQ�HVWLPDWHG����SHU�FHQW�LQ����������:KDWHYHU�WKH�WUHQG�PD\
EH�LQ�ILQDQFLDO�WHUPV��DLG�KDV�FRPH�WR�SOD\�DQ�LQFUHDVLQJ�UROH�LQ�WKH�KHDOWK�VHFWRU��DQG�ZLWK�LW�D
QXPEHU�RI�WHHWKLQJ�SUREOHPV�KDYH�HPHUJHG�

$W�WKH������KHDOWK�VHFWRU�FRRUGLQDWLRQ�PHHWLQJ��WKH�JRYHUQPHQW�LQ�LWV�UHSRUW�WR�WKH�PHHWLQJ�OLVWV�WKH
IROORZLQJ�FRQVWUDLQWV�

• 7KH�PDQDJHPHQW�DQG�RSHUDWLRQ�RI�2'$�DUH�QRW�FORVHO\�OLQNHG�ZLWK�WKH�KHDOWK�VHFWRU·V�SODQ�
QLQJ�

• 7KH�FRPELQDWLRQ�RI�H[WHUQDO�DVVLVWDQFH�ZLWK�GRPHVWLF�UHVRXUFHV�LV�IDU�IURP�VDWLVIDFWRU\�
7KHUH�KDYH�EHHQ�GXSOLFDWLRQ�DQG�VFDWWHULQJ�

• 7KHUH�DUH�OLPLWDWLRQV�LQ�FDSDFLW\�IRU�SURMHFW�IRUPXODWLRQ��UHYLHZ�DQG�HYDOXDWLRQ�
• 7KHUH�DUH�GHILFLHQFLHV�ZLWK�UHVSHFW�WR�RUJDQLVDWLRQ�RI�SURMHFW�VWDII��DQG�PDQDJHPHQW�PHFKD�

QLVPV�IRU�H[WHUQDO�DVVLVWDQFH�
• 0DQDJHPHQW�LQIRUPDWLRQ�LV�ODFNLQJ�
• 7KHUH�LV�QR�XQLIRUP�FRRUGLQDWLRQ�RI�2'$�VRXUFHV�

�����������������������������������������������������

���$�JRYHUQPHQW�GHFUHH�RI������LQFOXGHG�WKH�KHDOWK�VHFWRU�DPRQJ�WKH���SULRULW\�VHFWRUV�IRU�2'$�ORDQV�DQG�JUDQWV�

���+HDOWK�6HFWRU�5HYLHZ��GUDIW���S����

���&DUOVVRQ��%�7���)LQDO�5HSRUW�RQ�$LG�&RRUGLQDWLRQ�LQ�WKH�0LQLVWU\�RI�+HDOWK�9LHWQDP���6,38�,QWHUQDWLRQDO��0D\�����
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,Q�KLV�DGGUHVV�WR�WKH�PHHWLQJ��WKH�0LQLVWHU�RI�3ODQQLQJ�DQG�,QYHVWPHQW��7UDQ�;XDQ�*LD��DGGHG�WKH
SUREOHPV�RI�

• /DFN�RI�IDPLOLDULVDWLRQ�ZLWK�GRQRUV·�SURFHGXUHV�DQG�UHJXODWLRQV�
• 7KH�WLPH�UHTXLUHG�IRU�HVWDEOLVKLQJ�D�OHJDO�IUDPHZRUN�IRU�JRRG�PDQDJHPHQW�

$OUHDG\�LQ������6LGD�KDG�GLVFXVVHG�ZLWK�WKH�:RUOG�%DQN��QRZ�VHHNLQJ�D�UROH�DV�D�PDMRU�LQYHVWRU
LQ�WKH�KHDOWK�VHFWRU��WKH�SRVVLELOLW\�RI�6ZHGHQ�WDNLQJ�WKH�OHDG�DPRQJ�GRQRUV�WR�WKH�KHDOWK�VHFWRU�LQ
SUHSDULQJ�D�FRPSUHKHQVLYH�SROLF\�RULHQWHG�GRQRU�FRQIHUHQFH��EDFNHG�E\�D�VHULHV�RI�SROLF\�VWXGLHV�
IRU�ZKLFK�WKH�%DQN�ZDV�DOVR�VHHNLQJ�VSRQVRUV��H�J��6LGD���$OWKRXJK�6LGD�UHFRJQLVHG�LWV�XQLTXH
SRVLWLRQ�DV�D�GRQRU��LQ�WHUPV�RI�WKH�ORQJ�KLVWRU\�RI�LWV�SUHVHQFH�LQ�WKH�KHDOWK�VHFWRU�DQG�WKH�SROLF\
GHYHORSPHQW�IRFXV�RI�WKH�96+&��6LGD�DW�WKH�WLPH�DOVR�TXHVWLRQHG�ZKHWKHU�WKH�DPELWLRQV�RI�WKH
:RUOG�%DQN�WDOOLHG�ZLWK�WKH�ZLVKHV�RI�9LHWQDP��,V�D�GRQRUV·�FRRUGLQDWLRQ�PHHWLQJ�WKH�IRUXP�IRU
SROLF\�GLVFXVVLRQ�9LHWQDP�ZDQWV��RU�GR�WKH\�ZDQW�WR�UHVWULFW�WKH�SXUSRVH�RI�VXFK�D�PHHWLQJ�WR
VKDULQJ�LQIRUPDWLRQ�ZLWK�DQG�EHWZHHQ�GRQRUV��WKH�WKHQ�&KLHI�$GYLVHU�WR�6LGD��*|UDQ�'DKOJUHQ�
DVNV�LQ�DQ�LQWHUQDO�6LGD�PHPR���

7KH�GHYHORSPHQWV�RQ�DLG�FRRUGLQDWLRQ�WKDW�XQIROGHG�LQ�WKH�\HDUV�WR�FRPH��SURYHG�WKDW�6LGD·V
XQHDVLQHVV�UHIOHFWHG�VRPH�UHDO�FRQVWUDLQWV��6LGD�WRRN�XSRQ�LWVHOI�WR�VXSSRUW�WKH�ILQDQFLQJ�RI�WKH
0DUFK������PHHWLQJ�DQG�VRRQ�WKHUHDIWHU��LQ�������DJUHHG�WR�XVH�H[FHVV�IXQGV�XQGHU�96+&�WR
VXSSRUW�WKH�HVWDEOLVKPHQW�RI�D�IRFDO�SRLQW�ZLWKLQ�0R+�IRU�DLG�FRRUGLQDWLRQ�²�WKH�3URMHFW�&RRUGL�
QDWLRQ�'HSDUWPHQW��3&'��

��� 3FNIGXMZIW�ERH�EGLMIZIQIRXW

7KH�ILUVW�DJUHHPHQW�SHULRG�IURP���1RYHPEHU������WR����6HSWHPEHU����������PRQWKV��ZDV�GHILQHG
E\�D�QXPEHU�RI�FRQFUHWH�REMHFWLYHV��UHIOHFWLQJ�JUHDW�XQFHUWDLQW\�ZLWK�UHVSHFW�WR�WKH�FRPPLWPHQW�RI
0R+�WR�HVWDEOLVK�DQ�HIIHFWLYH�DLG�FRRUGLQDWLRQ�PHFKDQLVP��7KH�REMHFWLYHV�ZHUH�

• 'HYHORS�D�PDQDJHPHQW�V\VWHP�IRU�DLG�SURJUDPPHV�DQG�SURMHFWV
• 0DNH�DQ�LQYHQWRU\�RI�RQ�JRLQJ�DQG�FRPPLWWHG�DLG�SURMHFWV
• (VWDEOLVK�D�ILQDQFLDO�PDQDJHPHQW�DQG�FRQWURO�V\VWHP�IRU�DLG�SURMHFWV
• 6XSSRUW�WKH�RUJDQLVDWLRQDO�GHYHORSPHQW�RI�3&'��VWDII�WUDLQLQJ�DQG�ZRUNLQJ�URXWLQHV�

7KH�ILQDO�UHSRUW�RI�WKH�ILUVW�SKDVH�LV�UDWKHU�GLVFRXUDJLQJ�

´:KLOH�WKH�FRPPLWPHQW�WR�UHIRUPLQJ�WKH�DLG�PDQDJHPHQW�V\VWHP�LQ�WKH�0LQLVWU\�VWLOO�VHHPV
WR�UHPDLQ�LQWDFW��WKH�SURFHVV�RI�UHIRUP�VHHPV�WR�KDYH�EHHQ�KDOWHG��&KDQJLQJ�WKH�DWWLWXGH�RI
PDQ\�VHQLRU�RIILFLDOV�IURP�RQH�RI�UHFHLYLQJ�IRUHLJQ�DLG�DV�JLIWV�WRZDUGV�RQH�RI�DFWLYH
GHYHORSPHQW�FRRSHUDWLRQ�KDV�HPHUJHG�DV�D�FULWLFDO�IDFWRU�RI�VXFFHVV�RI�WKH�SURMHFW�µ��

'HVSLWH�D�UXJJHG�VWDUW��VRPH�LPSRUWDQW�JURXQGZRUN�ZDV�GRQH�WR�DVVLVW�WKH�UHIRUP�SURFHVV��7KH
$UHD�PDGH�IXUWKHU�VWXGLHV�RQ�WKH�SUREOHPV�RI�GHILQLQJ�WKH�UROH�RI�3&'��DQG�FRQGXFWHG�YDULRXV
FDSDFLW\�EXLOGLQJ�DFWLYLWLHV��WUDLQLQJ�ZRUNVKRSV�VWXG\�WRXUV���7KH�PRVW�WDQJLEOH�RXWSXW�ZDV�WKH
LQYHQWRU\�RI�GRQRU�SURMHFWV��QRZ�FDOOHG�D�´&RPSHQGLXPµ��FRPSOHWHG�DV�RI�HQG�������7KLV�GRFXPHQWHG

�����������������������������������������������������

���'DWHG����'HFHPEHU������

���6,38�,QWHUQDWLRQDO�$%��������&RQVXOWLQJ�6HUYLFHV�IRU�WKH�3URMHFW�&R�RUGLQDWLRQ�'HSDUWPHQW�LQ�WKH�0LQLVWU\�RI�+HDOWK��)LQDO�5HSRUW�IRU
WKH�SHULRG���1RYHPEHU������WKURXJK����6HSWHPEHU������
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IRU�WKH�ILUVW�WLPH�WKH�FRPSOH[LW\�RI�WKH�DLG�VFHQH��HYHQ�ZLWKRXW�LQFOXGLQJ�1*2�IXQGHG�SURMHFWV�
7KH�LQYHQWRU\�JDYH�WKH�IROORZLQJ�SLFWXUH�

• ����SURMHFWV�LQ�WRWDO
• ���GLIIHUHQW�GRQRUV
• $�WRWDO�EXGJHWDU\�FRPPLWPHQW�RI�86'�����PLOOLRQ�RI�ZKLFK�RQO\�����KDG�EHHQ�GLVEXUVHG�
• 7KH���ODUJHVW�GRQRUV�LQ�WHUPV�RI�GLVEXUVHPHQW�ZKHUH��:RUOG�%DQN��-DSDQ��1HWKHUODQGV�

81)3$��*HUPDQ\�DQG�6ZHGHQ��LQ�WKLV�RUGHU�

7KH�MXVWLILFDWLRQ�IRU�FRQWLQXLQJ�WKH�SURFHVV�KDG�FOHDUO\�EHHQ�HVWDEOLVKHG��DQG�ZDV�VXSSRUWHG�DW�WKH
KLJKHVW�OHYHO�LQ�WKH�0LQLVWU\��GHVSLWH�UHVLVWDQFH�IXUWKHU�EHORZ��,W�LV�SUREDEO\�QRW�RI�JUHDW�VLJQLIL�
FDQFH��EXW�LQ�YLHZ�RI�WKH�XQFHUWDLQW\�RI�WKH�SURFHVV��LW�LV�VRPHZKDW�VXUSULVLQJ�WKDW�WKH�3URMHFW
3URSRVDO�IRU�����²�����JR�DV�IDU�RXWOLQLQJ�D����\HDUV�VWUDWHJ\��7KH�RYHUDOO�REMHFWLYHV�ZHUH�WR�

• ,QFUHDVH�WKH�HIIHFWLYHQHVV�RI�JUDQWV�DQG�ORDQV
• $WWUDFWLQJ�PRUH�H[WHUQDO�UHVRXUFHV

3URJUHVV�KDV�UHPDLQHG�VORZ��DQG�KDV�DOVR�EHHQ�KDPSHUHG�E\�GHOD\V�LQ�ILOOLQJ�WKH�SRVLWLRQ�RI�D�ORQJ�
WHUP�DGYLVHU��6WLOO��96+&�FDQ�WDNH�FUHGLW�IRU�VRPH�LPSRUWDQW�DFKLHYHPHQWV�FRQFHUQLQJ�DLG�FRRUGL�
QDWLRQ��,W�SOD\HG�D�UROH�LQ�JHWWLQJ�GRQRU�FRRUGLQDWLRQ�PHHWLQJV�HVWDEOLVKHG��FXUUHQWO\�IDFLOLWDWHG�E\
WKH�,QWHUQDWLRQDO�6XSSRUW�*URXS�UHSRUWLQJ�WR�3&'��DQG�ZDV�LQVWUXPHQWDO�LQ�JHWWLQJ�3&'�HVWDE�
OLVKHG�

2I�SRWHQWLDOO\�JUHDW�LPSRUWDQFH��LV�WKH�HVWDEOLVKPHQW�RI�ILYH�ZRUNLQJ�JURXSV�ZLWKLQ�WKH�0LQLVWU\
ZLWK�WKH�PDQGDWH�WR�FRPH�XS�ZLWK�SURSRVDOV�RQ�

• $Q�RUJDQLVDWLRQDO�PRGHO�IRU�DQ�DLG�PDQDJHPHQW�V\VWHP
• $�SURMHFW�PDQDJHPHQW�V\VWHP
• $�SURJUDPPH�IRU�KXPDQ�UHVRXUFHV�GHYHORSPHQW
• $�ILQDQFLDO�PDQDJHPHQW�V\VWHP
• $Q�DLG�DPHQGPHQW�LQIRUPDWLRQ�V\VWHP

7KH�JURXSV�KDYH�QRW�\HW�VXEPLWWHG�WKHLU�UHSRUWV�

��� 0IWWSRW�SR�MRWXMXYXMSREP�HIZIPSTQIRX�ERH�VIPIZERGI

,MKLP]�VIPIZERX��FYX�JSV�[LSQ�ERH�JSV�[LEX#
7KHUH�LV�QR�GRXEW�WKDW�UDSLG�JURZWK�RI�GRQRU�IXQGLQJ�KDV�FUHDWHG�PDMRU�SUREOHPV��ZLWK�UHVSHFW�WR
RYHUODSSLQJ�DQG�FRPSHWLQJ�DFWLYLWLHV��LQHIILFLHQF\�DQG�PLVXVH�RI�IXQGV��DQG�LQFRQVLVWHQF\�LQ�VWUDWH�
JLHV�DQG�SROLFLHV��%XW�LW�LV�QHFHVVDU\�WR�DVN�ZKRVH�LQWHUHVWV�LPSURYHG�FRRUGLQDWLRQ�RI�DLG�LV�VXSSRVHG
WR�VHUYH��%URDGO\�VSHDNLQJ��WKHUH�DUH�IRXU�GLIIHUHQW�DJHQGDV�UHODWHG�WR�FRRUGLQDWLRQ�RI�DLG�

• &RRUGLQDWLRQ�RI�RYHUDOO�SROLFLHV�DQG�VWUDWHJLHV��7KH�TXHVWLRQ�LV�LQ�ZKDW�ZD\�WKLV�ZRXOG�LQYROYH�WKH
PDLQ�GRQRUV��7KH�FRQFHSW�RI�D�6HFWRU�:LGH�$SSURDFK��6:$3���DV�SURPRWHG�E\�VRPH�NH\�GR�
QRUV��LV�EDVHG�RQ�WKH�DVVXPSWLRQ�WKDW�LW�LV�SRVVLEOH�DQG�GHVLUDEOH�WR�DLP�DW�D�SURFHVV�RI�FRQVHQ�
VXV�EXLOGLQJ�EHWZHHQ�WKH�*RYHUQPHQW�RI�9LHWQDP�DQG�DOO�PDMRU�GRQRU�WR�WKH�VHFWRU��7KH�*RY�
HUQPHQW�DSSHDUV�UHOXFWDQW�WR�WDNH�RQ�ERDUG�WKLV�FRQFHSW�DV�D�PDWWHU�RI�VRYHUHLJQW\�LQ�SROLF\
PDNLQJ��:H�QRWH�WKDW�D�UHFHQW�VWXG\�RQ�WKH�IHDVLELOLW\�RI�6:$3�UHSRUWHG�
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´,W�ZDV�PDGH�DEXQGDQWO\�FOHDU�WKDW�DOO�SROLFLHV�DQG�SODQV�DUH�WKH�UHVSRQVLELOLW\�RI�WKH
9LHWQDPHVH�JRYHUQPHQW��QRW�WKH�GRQRUV�µ��

• &RRUGLQDWLRQ�DW�WKH�OHYHO�RI�SURMHFW�SODQQLQJ��LQFOXGLQJ�WKH�PRQLWRULQJ�RI�ILQDQFLDO�IORZV��7KLV
QHFHVVLWDWHV�DQ�HIIHFWLYH�LQIRUPDWLRQ�V\VWHP��LQFOXGLQJ�UHFRUG�NHHSLQJ�RQ�SODQV��EXGJHWV�DQG
H[SHQGLWXUHV��,Q�RUGHU�WR�HQVXUH�FRRUGLQDWLRQ��QRW�PHUHO\�GDWD�FROOHFWLRQ��VRPH�XQLW�LQ�WKH�V\V�
WHP�QHHGV�WR�EH�HPSRZHUHG�WR�LQWHUYHQH��LI�QHFHVVDU\��LQ�IDLUO\�GHWDLOHG�SURFHVVHV�RI�DFWLYLW\
SODQQLQJ�DQG�GLVEXUVHPHQW�RI�IXQGV��7KHUH�LV�UHOXFWDQFH�WRZDUGV�FHQWUDOLVLQJ�VXFK�SRZHUV�

• &RRUGLQDWLRQ�RI�OHVVRQV�DQG�PRGHO�GHYHORSPHQW�FRPLQJ�RXW�RI�WKH�PDQ\�GRQRU�SURMHFWV��7KLV
LPSOLHV�WKDW�0R+�HVWDEOLVKHV�FDSDFLW\�WR�DVVHPEOH��FRPSDUH��DQDO\VH�DQG�GLVVHPLQDWH�OHVVRQV
IURP�WKH�´OLYLQJ�ODERUDWRU\µ�RI�GRQRU�SURMHFWV�

• &RRUGLQDWLRQ�RI�SURFHGXUHV�IRU�PDQDJLQJ�H[WHUQDOO\�VXSSRUWHG�DFWLYLWLHV��,W�LV�RQ�WKLV�DJHQGD�WKDW
WKH�SURVSHFWV�RI�DFKLHYLQJ�VKRUW�WHUP�UHVXOWV�ZLWKLQ�$0&�VHHP�WKH�JUHDWHVW�

;LEX�VSPI�JSV�4'(#
3URJUHVV�RI�$0&�GHSHQGV�HQWLUHO\�RQ�WKH�VXVWDLQDELOLW\�RI�WKH�LGHD�RI�KDYLQJ�D�3&'��ZKLFK�DJDLQ
GHSHQGV�RQ�ZKLFK�RI�WKH�IRXU�FRRUGLQDWLRQ�WDVNV�DERYH�VKRXOG�PDNH�XS�LWV�PDQGDWH��7KHUH�DUH
REYLRXV�FRQIOLFWV�RI�LQWHUHVW�EHWZHHQ�3&'�DQG�H[LVWLQJ�GHSDUWPHQWV�ZLWKLQ�0R+��DQG�PDQ\�DUH
DIUDLG�RI�WKH�FRQVHTXHQFHV�RI�FUHDWLQJ�VRPH�VRUW�RI�VXSHU�GHSDUWPHQW�UHVSRQVLEOH�IRU�PDQDJLQJ�WKH
WRWDO�DLG�SRUWIROLR�RI�0R+�

• 6KRXOG�3&'�KDYH�D�UROH�LQ�WKH�QHJRWLDWLRQV�ZLWK�GRQRUV��ZKLFK�FXUUHQWO\�LV�WKH�UHVSRQVLELOLW\�RI
WKH�,QWHUQDWLRQDO�5HODWLRQV�'HSDUWPHQW"

• 6KRXOG�3&'�EH�LQYROYHG�LQ�PDQDJHPHQW�RI�ILQDQFLDO�IORZV�DIWHU�VLJQLQJ�RI�SURMHFW�DJUHHPHQWV
ZLWK�GRQRUV��ZKLFK�FXUUHQWO\�LV�D�PDLQ�UHVSRQVLELOLW\�RI�WKH�)LQDQFH�'HSDUWPHQW"

• 6KRXOG�3&'�KDYH�D�UHVSRQVLELOLW\�IRU�UHVXOW�EDVHG�PRQLWRULQJ��ZKLFK�FXUUHQWO\�LV�GRQH�E\
YDULRXV�LPSOHPHQWLQJ�J�GHSDUWPHQWV�DQG�DJHQFLHV"

,W�PDNHV�LW�HYHQ�PRUH�FRPSOLFDWHG�WKDW�0R+�SUHIHUV�WR�NHHS�WKH�VXSSRUW�IURP�LQGLYLGXDO�GRQRUV
VHSDUDWH��DQG�KDYH�LW�PDQDJHG�WKURXJK�VR�FDOOHG�3URMHFW�0DQDJHPHQW�8QLWV��308���7KHUH�LV�RQH
IRU�6LGD��96+&���RQH�IRU�:RUOG�%DQN��DQG�VR�RQ��)RUPDOO\��WKHVH�XQLWV�KDYH�EHHQ�LQWHJUDWHG�LQ�WKH
3&'��EXW�ZLWKRXW�DQ\�FKDQJH�LQ�PDQDJHPHQW�SURFHGXUHV�VR�IDU��,W�LV�D�PDMRU�ZRUU\��H[SUHVVHG�DOVR
E\�VWDII�RI�3&'��WKDW�WKH�LPSRVLWLRQ�RI�PRUH�FXPEHUVRPH�EXUHDXFUDWLF�SURFHGXUHV�PLJKW�VHULRXVO\
GHOD\�SODQQLQJ�DQG�LPSOHPHQWDWLRQ�

7OMPPW�HIZIPSTQIRX
7KHUH�LV�FOHDUO\�DQ�LPSRUWDQW�UROH�IRU�3&'�WR�SOD\�LQ�HQKDQFLQJ�WKH�JHQHUDO�NQRZOHGJH�ZLWKLQ
0R+�RQ�KRZ�WR�ZRUN�ZLWK�GRQRUV��/LNHZLVH��GRQRU�UHSUHVHQWDWLYHV�DQG�LQWHUQDWLRQDO�FRQVXOWDQWV
QHHG�WR�EH�RIIHUHG�WUDLQLQJ�RQ�KRZ�0R+�SUHIHUV�FRRSHUDWLRQ�WR�EH��/DQJXDJH�VNLOOV�DUH�DOVR�D�PDMRU
IDFWRU�FRQVWUDLQLQJ�HIIHFWLYH�FRRSHUDWLRQ�

3&'�FRXOG�WDNH�WKH�UHVSRQVLELOLW\�IRU�GHYHORSLQJ�D�WUDLQLQJ�FRXUVH�IRU�SURJUDPPH�RIILFHUV�ZRUNLQJ
ZLWK�GRQRU�SURMHFWV�

�����������������������������������������������������

���&RPPXQLW\�+HDOWK�7UDLQLQJ�DQG�&RQVXOWLQJ�1HWZRUN��������$�VHFWRU�ZLGH�DSSURDFK�WR�KHDOWK�FDUH�VXSSRUW�LQ�9LHWQDP"
5HSRUW�VXEPLWWHG�WR�WKH�HPEDVVLHV�RI�WKH�1HWKHUODQGV�DQG�6ZHGHQ��S����
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�� 7YTTSVX�XS�SXLIV�TSPMG]�EVIEW

$V�PDQ\�DV�IRXU�RXW�RI�WKH�HLJKW�DUHDV�LGHQWLILHG�LQ������ZHUH�WHUPLQDWHG�GXULQJ�WKH�DJUHHPHQW
SHULRG��7KLV�LQGLFDWHV�WKDW�WKH�RZQHUVKLS�ZLWKLQ�0R+�IRU�VRPH�RI�WKH�RULJLQDO�LGHDV�DQG�SODQV�KDG
QRW�UHDOO\�EHHQ�VHFXUHG��WKDW�WKH�PXFK�KHUDOGHG�SDUWQHUVKLS�GLG�QRW�GHYHORS�LQ�DOO�DUHDV��DQG�WKDW
WKH�IOH[LEOH�SODQQLQJ�V\VWHP�LQ�IDFW�DOORZHG�IRU�DGMXVWPHQW�WR�FKDQJLQJ�FLUFXPVWDQFHV�ERWK�ZLWKLQ
0R+�DQG�6LGD�

7KUHH�DUHDV�RI�VXSSRUW�ZHUH�WHUPLQDWHG�GXULQJ�WKH�DJUHHPHQW�SHULRG�DQG�RQH�DUHD�RI�VXSSRUW
QHYHU�WRRN�RII��$W�WKH�HQG�RI������WKH�0&+�)3�DUHD�ZDV�WHUPLQDWHG�DQG�D�\HDU�ODWHU��LQ�'HFHP�
EHU�������WKH�3+&�DUHD�ZDV�ILQDOLVHG�DQG�VR�ZDV�WKH�766$�DW�WKH�HQG�RI�������7KH�+HDOWK�,QVXU�
DQFH�$UHD�GLG�QRW�VWDUW�DW�DOO�

��� 1EXIVREP�ERH�'LMPH�,IEPXL�*EQMP]�4PERRMRK

7KLV�SURJUDPPH�ZDV�FRQVLGHUHG�WR�EH�RQH�RI�WKH�PRVW�LPSRUWDQW�LQ�WKH�SODQQLQJ�GRFXPHQW�OHDGLQJ
WR�WKH������DJUHHPHQW��%\�WKDW�WLPH�6H[XDO�DQG�5HSURGXFWLYH�+HDOWK�DQG�5LJKWV��65+��ZDV
FRQVLGHUHG�D�KLJKO\�SULRULWLVHG�DUHD�IRU�6LGD��7KLV�DUHD�ZDV�QHJRWLDWHG�LQWR�WKH�96+&�DQG�DFFHSWHG
ZLWK�VRPH�UHOXFWDQFH�E\�WKH�0R+��7KH�0&+�)3�$UHD�ZDV�LQWHJUDWHG�LQWR�WKH�'HSDUWPHQW�RI
0&+�)3�DW�0R+�DQG�WKH�GLUHFWRU�RI�WKH�GHSDUWPHQW�ZDV�DSSRLQWHG�+HDG�RI�$UHD�

'XH�WR�VRPH�LQLWLDO�KHVLWDWLRQ�DW�WKH�GHSDUWPHQW�DQG�GLIILFXOWLHV�LQ�PDNLQJ�WKH�ILUVW�DQQXDO�SODQ�RI
RSHUDWLRQ��$32��D�VHQLRU�DGYLVHU�ZDV�DSSRLQWHG��$Q�$32�ZDV�KHUHDIWHU�DSSURYHG�RI�DQG�WKH�DUHD
ZDV�DEOH�WR�VWDUW�LWV�DFWLYLWLHV�LQ�$SULO�������7KH�FDSDFLW\�DQG�FDSDELOLW\�RI�WKH�VWDII�DW�WKH�0&+�)3
GHSDUWPHQW�ZDV�DW�WKH�WLPH�QRW�VXIILFLHQW�WR�FDUU\�RXW�VXFK�D�SURJUDPPH�DQG�WKHUH�ZDV�D�ODFN�RI
FRPPLWPHQW�IURP�+HDG�RI�$UHD�IRU�WKLV�XQGHUWDNLQJ�

7KH�REMHFWLYHV�RI�WKH�0&+�)3�ZDV�WR�LPSURYH�WKH�FDSDFLW\�RI�WKH�'HSDUWPHQW�RI�0&+�)3�WR
GHYHORS�SROLFLHV�DQG�JXLGHOLQHV��LQFOXGLQJ�DGROHVFHQW�KHDOWK�DQG�+,9�$,'6��$OVR�WR�UHGXFH�ULVN�RI
GLVDELOLW\�DQG�PRUWDOLW\�RI�ZRPHQ�GXULQJ�SUHJQDQF\�DQG�FKLOGELUWK��DQG�RI�\RXQJ�FKLOGUHQ�DQG�DV
ZHOO�WR�UHGXFH�GLVDELOLW\�DQG�GHDWK�DPRQJ�DGROHVFHQWV�DQG�\RXQJ�DGXOWV�UHVXOWLQJ�IURP�VH[XDOO\
WUDQVPLWWHG�GLVHDVHV�DQG�DERUWLRQ�

7KH�DFWLYLWLHV�SHUIRUPHG�ZHUH�VWXG\�WRXUV�DQG�IRXU�ZRUNLQJ�JURXSV�ZHUH�HVWDEOLVKHG�WR�GHYHORS
SROLFLHV�DQG�JXLGHOLQHV�ZLWKLQ�WKH�DUHD��7ZR�ERRNV�ZHUH�SXEOLVKHG��D�0DQXDO�LQ�0&+�)3�DQG
RQH�RQ�$GROHVFHQW�DQG�5HSURGXFWLYH�+HDOWK�

7ZR�SLORW�GLVWULFWV�ZHUH�VHOHFWHG�WR�SURYLGH�D�PRGHO�IRU�PDWHUQDO�KHDOWK�LVVXHV�DQG�DGROHVFHQW
KHDOWK��:RUNLQJ�URXWLQHV�ZHUH�GHYHORSHG�EXW�QHYHU�LPSOHPHQWHG��'LVWULFW�3HRSOHV�&RPPLWWHH
VXSSRUWHG�WKH�XQGHUWDNLQJ�DQG�D�FOHDU�GLYLVLRQ�RI�UHVSRQVLELOLWLHV�ZDV�SXW�LQ�SODFH��6RPH�JRRG
UHVXOWV�ZHUH�UHSRUWHG�EXW�QR�/7$�ZDV�HYHU�DSSRLQWHG�

$IWHU�D�VORZ�VWDUW�WKH�$UHD�WRRN�RII��EXW�WKHQ�VXGGHQO\�6LGD�GHFLGHG�WR�ZLWKGUDZ�LWV�VXSSRUW�WR�WKLV
$UHD�RI�VXSSRUW��7KH�UHDVRQ�JLYHQ�ZDV�WKDW�6LGD�QHHGHG�WR�FRQFHQWUDWH�LWV�DFWLYLWLHV�DQG�DOVR�WKDW
PDQ\�RWKHU�GRQRUV�ZHUH�DFWLYH�LQ�WKLV�SDUWLFXODU�ILHOG��6LGD�GHFLGHG�WR�WHUPLQDWH�WKH�0&+�)3�DUHD
DW�WKH�HQG�RI�������DIWHU�RQO\����PRQWKV�RI�RSHUDWLRQ��7KH�GHFLVLRQ�WR�WHUPLQDWH�WKH�0&+�)3
SURJUDPPH�FDPH�DV�D�VXUSULVH�WR�PRVW�RI�WKH�SHRSOH�HQJDJHG��,W�FUHDWHG�D�JUHDW�FRQIXVLRQ�DPRQJ
VWDII�LQ�WKH�WZR�SLORW�GLVWULFWV��7KH�GLUHFWRU�RI�&02�DQG�WKH�VHQLRU�DGYLVHU��ZH�KDYH�EHHQ�WROG��ZHUH
ERWK�VWURQJO\�DJDLQVW�WKH�GHFLVLRQ�
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7KH�SROLF\�SDUW�RI�WKH�SURJUDPPH�ZDV�WR�EH�WDNHQ�RYHU�E\�WKH�+HDOWK�3ROLF\�$UHD�LQFOXGLQJ�WKH
DGROHVFHQW�KHDOWK�SROLF\�DQG�VWUDWHJ\�

$�YHU\�SURPLVLQJ�LQLWLDWLYH�LV�WKH�ILUVW�SROLF\�SDSHU�HYHU�RQ�DGROHVFHQW�KHDOWK��ZKLFK�LV�EHLQJ�SXW
IRUZDUG�IRU�WKH�DJUHHPHQW�SHULRG�����²������7KH�DLP�LV�WR�IRUPXODWH�DQ�RSHUDWLRQDO�QDWLRQDO
VWUDWHJ\�IRU�DGROHVFHQW�KHDOWK�ZLWK�SDUWLFXODU�IRFXV�RQ�XVLQJ�VFKRROV�DV�DQ�DUHQD�IRU�KHDOWK�SURPR�
WLRQ�DQG�GLVHDVH�SUHYHQWLRQ�

7RGD\�PDQ\�LQWHUQDWLRQDO�DV�ZHOO�DV�QDWLRQDO�1*2V�DUH�DFWLYH�ZLWKLQ�WKH�ILHOG�RI�VH[XDO�DQG
UHSURGXFWLYH�KHDOWK��65+���7KHUH�DUH�DOVR�PDQ\�JRYHUQPHQW�DFWRUV�LQ�WKH�ILHOG�RI�+,9�$,'6�DQG
65+��7KHUH�LV�DW�SUHVHQW�D�QHHG�WR�FR�RUGLQDWH�DOO�WKHVH�HIIRUWV�DQG�WR�FUHDWH�D�OLQN�WR�WKH�0R+�IRU
PDNLQJ�EHVW�XVH�RI�DYDLODEOH�UHVRXUFHV�DQG�WR�JHW�D�FRPSUHKHQVLYH�SLFWXUH�RI�ZKRP�LV�GRLQJ�ZKDW
ZLWKLQ�WKLV�LPSRUWDQW�ILHOG�

��� 8LI�4VMQEV]�,IEPXL�'EVI�%VIE

3ULPDU\�+HDOWK�&DUH�XQLWV�KDYH�EHHQ�SDUW�RI�WKH�KHDOWK�FDUH�V\VWHP�LQ�QRUWKHUQ�SDUWV�RI�9LHWQDP
VLQFH�WKH�����V�EXW�FRYHULQJ�WKH�ZKROH�FRXQWU\�VLQFH�������,Q�WKH�����V�D�QXPEHU�RI�QDWLRQDO
YHUWLFDO�SURJUDPPHV�ZLWK�VSHFLILF�REMHFWLYHV�GHYHORSHG�DQG�LQLWLDOO\�WKH\�KDG�D�JRRG�LPSDFW�RQ�WKH
KHDOWK�RI�WKH�SRSXODWLRQ��+RZHYHU��GXULQJ�WKH�ODWH�����V�DQG�����V�PRUH�DQG�PRUH�VXFK�SUR�
JUDPPHV�ZHUH�LQWURGXFHG�DW�JUDVV�URRW�OHYHO��7KHUH�ZDV�QR�XQLILHG�PRQLWRULQJ��FRPPRQ�GLUHFWLRQ
RU�LQWHJUDWLRQ�RI�WKHVH�SURJUDPPHV�EXW�UDWKHU�DQ�RYHUODSSLQJ�WKDW�VRPHWLPHV�JDYH�WKH�JUDVV�URRW
OHYHO�DQ�XQQHFHVVDU\�ZRUN�EXUGHQ��$V�D�UHVXOW�WKH�3+&�8QLW�ZDV�HVWDEOLVKHG�DW�WKH�0R+�LQ������WR
DGYLFH�RQ�PDWWHUV�ZLWKLQ�SULPDU\�KHDOWK�FDUH�

6LGD�GHFLGHG�WR�VXSSRUW�WKH�ZRUN�RI�WKH�3+&�8QLW�DV�SDUW�RI�96+&��EXW�WKH�VXSSRUW�ODVWHG�RQO\
XQWLO�'HFHPEHU������

7KH�REMHFWLYH�RI�WKH�$UHD�ZDV�WR�LPSURYH�WKH�FDSDFLW\�RI�0R+�WR�FROOHFW�DQG�DQDO\VH�LQIRUPDWLRQ
DERXW�SULPDU\�KHDOWK�FDUH��FRPPLVVLRQ�UHVHDUFK�DQG�VWXGLHV�LQ�3+&��IRUPXODWH�DQG�SURSRVH�3+&
SROLFLHV�DQG�OHJLVODWLRQ��)XUWKHU�WR�GHYHORS�DQG�WHVW�3+&�SURFHGXUHV�DQG�JXLGHOLQHV��GHYHORS�DQG
HYDOXDWH�PHWKRGV�RI�ORFDO�ILQDQFLQJ�IRU�3+&�DQG�FR�RUGLQDWH�GRQRU�VXSSRUW�IRU�3+&�DQG�JHQHUDOO\
WR�SURPRWH�3+&�

7KH�DFWLYLWLHV�FDUULHG�RXW�ZHUH�GLYHUVH��$�QXPEHU�RI�VWXGLHV�ZHUH�SHUIRUPHG�DQG�D�6HQWLQHO�6XUYHLO�
ODQFH�6\VWHP�ZDV�VHW�XS�IRU�FRQWLQXRXV�GDWD�FROOHFWLRQ�LQ�WKH�SRSXODWLRQ��7KH�UDSLG�HFRQRPLF�DQG
VRFLDO�FKDQJH�JRLQJ�RQ�LQ�WKH�FRXQWU\�KDG�DQ�LPSDFW�RQ�WKH�KHDOWK�VLWXDWLRQ�RI�WKH�SHRSOH��DQG�WKLV
ZDV�WR�EH�IROORZHG�XS�FRQWLQXRXVO\�

$�3+&�OLEUDU\�ZDV�HVWDEOLVKHG�DQG�D�MRXUQDO�DQG�D�QHZVOHWWHU�ZHUH�SURGXFHG�DQG�GLVVHPLQDWHG�WR
DOO�&+6V��1XPHURXV�JXLGHOLQHV��KDQGERRNV�DQG�MRXUQDOV�ZHUH�SURGXFHG�DQG�GLVVHPLQDWHG�

'RQRU�FR�RUGLQDWLRQ�ZDV�QRW�D�YHU\�VXFFHVVIXO�DFWLYLW\�GXH�WR�WKH�ODFN�RI�DXWKRULW\�RI�WKH�3+&�8QLW
WR�VKRXOGHU�VXFK�DQ�DFWLYLW\��$�QDWLRQDO�SROLF\�IRU�3+&�ZDV�GUDIWHG�EXW�LW�UHVXOWHG�RQO\�LQ�D�FLUFXODU
WKDW�ODWHU�ZDV�WR�EH�LPSOHPHQWHG�LQ����SURYLQFHV��7KH�UHVXOWV�RI�WKLV�QHYHU�EHFDPH�DYDLODEOH�DV�WKH
$UHD�ZDV�WHUPLQDWHG��,W�ZDV�VXJJHVWHG�WKDW�WKH�+HDOWK�3ROLF\�$UHD�VKRXOG�WDNH�RYHU�WKLV�UHVSRQVL�
ELOLW\�IURP������DQG�RQZDUGV�

0DQ\�RI�WKH�DFWLYLWLHV�RI�WKH�3+&�8QLW�KDG�OLPLWHG�LPSDFW�DV�WKH\�ZHUH�QRW�HIIHFWLYHO\�LQWURGXFHG
DQG�XVHG�E\�RWKHU�3+&�SURJUDPPHV�
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'XULQJ�LWV�ODVW�\HDU��������WKH�3+&�8QLW�WULHG�WR�ILQDOLVH�DV�PDQ\�RI�WKH�RQJRLQJ�DFWLYLWLHV�DV
SRVVLEOH��7KH�$UHD�RI�VXSSRUW�ZDV�WHUPLQDWHG�LQ�'HFHPEHU�������)URP�WKH�6LGD�RIILFH�LQ�6WRFN�
KROP�LW�ZDV�VDLG�WKDW�D�FRQFHQWUDWLRQ�RI�DFWLYLWLHV�ZDV�QHFHVVDU\�DQG�WKDW�PDQ\�RWKHU�GRQRU�RUJDQL�
VDWLRQV�ZHUH�DFWLYH�LQ�WKLV�ILHOG��7KLV�VHHPV�QRW�WR�KDYH�EHHQ�D�WRR�FRQWURYHUVLDO�GHFLVLRQ��7KH
SROLF\�SDUW�RI�WKH�SURJUDPPH�ZDV�WUDQVIHUUHG�WR�WKH�+HDOWK�3ROLF\�$UHD�

,Q�WKH�SURMHFW�GRFXPHQW�IRU�WKH�+HDOWK�3ROLF\�$UHD�����²�����LW�LV�VWDWHG�WKDW�PDMRU�HPSKDVLV�ZLOO
EH�SXW�RQ�IRUPXODWLQJ�D�ORQJ�WHUP�YLVLRQ�IRU�WKH�KHDOWK�FDUH�VHFWRU��$�PDLQ�DLP�LV�WR�UHGXFH�VRFLDO
DQG�JHQGHU�VSHFLILF�LQHTXLWLHV�DV�UHJDUGV�DFFHVV�WR�DQG�XWLOLVDWLRQ�RI�SUHYHQWLYH�DQG�FXUDWLYH�KHDOWK
VHUYLFHV�SDUWLFXODUO\�DW�FRPPXQH�OHYHO��2I�KLJK�SULRULW\�LV�WR�SURYLGH�DOO�FRPPXQHV�ZLWK�TXDOLILHG
PLGZLYHV�DQG�����RI�WKH�FRPPXQHV�ZLWK�SK\VLFLDQV��3DUWLFXODU�DWWHQWLRQ�ZLOO�DOVR�EH�JLYHQ�WR
GHYHORSLQJ�D�VXEVLGLVHG�KHDOWK�LQVXUDQFH�V\VWHP��HVSHFLDOO\�IRU�WKH������SRRU�FRPPXQLWLHV�LQFOXGHG
LQ�WKH�*RYHUQPHQW·V�RYHUDOO�3RYHUW\�$OOHYLDWLRQ�6WUDWHJ\��0RVW�RI�WKHVH�SRRU�FRPPXQHV�DUH
ORFDWHG�ZLWKLQ�WKH�6'$�FDWFKPHQW�DUHD��1DWLRQDO�SXEOLF�KHDOWK�SROLFLHV�DQG�VWUDWHJLHV�DUH�DOVR
EHLQJ�IRUPXODWHG�ZLWK�UHJDUG�WR�LQMXU\�SUHYHQWLRQ�VDIH�FRPPXQLWLHV��WREDFFR�FRQWURO��DGROHVFHQW
KHDOWK�DQG�IRU�UHGXFLQJ�SHULQDWDO�PRUWDOLW\�

��� 8VEMRMRK�7]WXIQW�7YTTSVX�%VIE

:LWK�WKH�WUDQVLWLRQ�IURP�D�FHQWUDO�SODQQLQJ�HFRQRP\�WR�D�PDUNHW�HFRQRP\��WKHUH�ZDV�QR�FOHDU
PHFKDQLVP�KRZ�WR�JXLGH�FKDQJHV�LQ�WKH�WUDLQLQJ�V\VWHP��0DQDJHUV�ZHUH�LQ�QHHG�RI�UHWUDLQLQJ�WR
DGMXVW�WR�WKH�QHZ�UHDOLWLHV�DQG�EH�DEOH�WR�DGRSW�QHZ�DSSURDFKHV�WR�PDQDJHPHQW��)XQGV�SURYLGHG�E\
WKH�*RYHUQPHQW�ZHUH�WRWDOO\�LQDGHTXDWH��7KH�7UDLQLQJ�6\VWHP�6XSSRUW�$UHD��766$��VRXJKW�WR�ILOO
D�SDUW�RI�WKHVH�JDSV�

766$��RQH�RI�WKH�HLJKW�DUHDV�RI�WKH�DJUHHPHQW�LQ�������ZDV�D�FRQWLQXDWLRQ�RI�WKH�7UDLQLQJ�6\VWHP
6XSSRUW�3URMHFW�ZKLFK�VWDUWHG�LQ�������766$�DLPHG�DW�PRUH�DPELWLRXV�FKDQJHV�LQ�WKH�0R+·V
WUDLQLQJ�V\VWHP�WKDQ�WKH�IRUPHU�7663��E\�LQWHJUDWLQJ�LWV�DFWLYLWLHV�LQWR�WKH�PDLQVWUHDP�WUDLQLQJ
UHVSRQVLELOLWLHV�RI�WKH�'HSDUWPHQW�RI�6FLHQFH�DQG�7UDLQLQJ��'67��

7KH�REMHFWLYH�RI�766$�ZDV�WR�DFKLHYH�DQ�LPSURYHG�FDSDFLW\�RI�WKH�'67�WR�SODQ�WKH�KHDOWK�ZRUN
IRUFH��WR�ILQDQFH�WUDLQLQJ�DQG�UHWUDLQLQJ�IURP�LWV�RZQ�VRXUFHV��DQG�WR�PDQDJH�WKH�WUDLQLQJ�V\VWHP�
7KH�WUDLQLQJ�V\VWHP�RI�WKH�0R+�LQFOXGHV�D�QHWZRUN�RI�XQLYHUVLW\�DQG�WHFKQLFDO�WUDLQLQJ�VFKRROV�
DERXW����LQVWLWXWLRQV�LQ�WKH�FRXQWU\��IRU�ZKLFK�WKH�'67�KDV�D�WHFKQLFDO�UHVSRQVLELOLW\�

7KH�DFWLYLWLHV�ZHUH�PDQ\��GHILQLQJ�D�QDWLRQDO�SROLF\�IRU�KHDOWK�ZRUNHU�WUDLQLQJ��GHILQLWLRQ�RI�NH\
PDQDJHPHQW�SURFHGXUHV��VHFRQGDU\�PHGLFDO�VFKRRO�PDQDJHPHQW�ZDV�VWUHQJWKHQHG��D�QXPEHU
RI�FXUULFXOD��WH[WERRNV�DQG�H[DPLQDWLRQ�SDSHUV�FRQFHUQHG�ZLWK�QXUVLQJ�DQG�PHGLFDO�FDUH�ZHUH
SXEOLVKHG��)XUWKHU��WHUPV�RI�UHIHUHQFH�IRU�D�1DWLRQDO�(GXFDWLRQDO�%RDUG��1(%��ZDV�SUHSDUHG�DQG
VXEPLWWHG��VWXG\�WRXUV�WR�QHLJKERXULQJ�FRXQWULHV�ZHUH�SHUIRUPHG��WHDFKHUV�WUDLQLQJ�XQLWV�ZHUH
HVWDEOLVKHG��D�KHDOWK�PDQSRZHU�SODQ�ZDV�GUDIWHG�

)URP�WKH�VWDUW�LQ�2FWREHU�������D�WRWDO�RI�WKUHH�$32V�ZHUH�SUHSDUHG��7KH�QXPEHU�RI�REMHFWLYHV�WR
EH�UHDFKHG�ZDV�VFDOHG�GRZQ�RYHU�WKH�\HDUV�LQ�DQ�DWWHPSW�WR�FRQFHQWUDWH�WKH�DFWLYLWLHV��7KH�UHVXOWV
DFKLHYHG�DUH�ZHOO�GRFXPHQWHG�LQ�WKH�([WHUQDO�(YDOXDWLRQ�RI�WKH�$UHD�E\�&ODXGLR�6KXIWDQ�DQG
FROOHDJXHV��7KH�HYDOXDWLRQ�UHSRUW�JLYHV�D�UDWKHU�SRVLWLYH�YLHZ�RI�WKH�DFKLHYHPHQWV�RI�WKH�'67
GXULQJ�WKH�LPSOHPHQWDWLRQ�RI�766$�DOWKRXJK�WKHUH�ZHUH�VRPH�UHDO�GLIILFXOWLHV�UHODWHG�WR�PDQDJH�
PHQW�RI�WKH�$UHD�GXULQJ�WKH�ZKROH�SHULRG��6RPH�RI�WKH�PDLQ�DFKLHYHPHQWV�UHODWHG�WR�
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− 7KH�GHYHORSPHQW�RI�D�UHWUDLQLQJ�V\VWHP�²�D�QHZ�DUHD�LQ�9LHWQDP
− 3ODQQLQJ��ILQDQFLQJ�DQG�PDQDJHPHQW�RI�KHDOWK�VWDII�WUDLQLQJ
− 7KH�XSJUDGLQJ�RI�WUDLQLQJ�FXUULFXOXP�WR�UHJLRQDO�DQG�LQWHUQDWLRQDO�VWDQGDUGV
− ,QWURGXFWLRQ�RI�QHZ�WUDLQLQJ�PHWKRGV

7KH�PDQDJHPHQW�SUREOHPV�ZHUH�UHODWHG�WR�ODFN�RI�FR�RSHUDWLRQ�ZLWKLQ�766$�DQG�WKH�ODFN�RI
LQWHJUDWLRQ�RI�/7$V��,W�KDV�EHHQ�UHSRUWHG�WKDW�$0*�PHHWLQJV�EHFDPH�LUUHJXODU�DQG�DW�WLPHV
WUDQVIHUUHG�WR�'67�PHHWLQJV�LQ�ZKLFK�WKH�/7$�GLG�QRW�SDUWLFLSDWH��766$�PHHWLQJV�ZHUH�QRW�XVHG
IRU�VWUDWHJLF�GLVFXVVLRQV�DQG�$32V�ZHUH�SRRUO\�XVHG�IRU�PRQLWRULQJ�SXUSRVHV��7KH�WZR�/7$V
FRQWUDFWHG�IRU�WKH�DUHD�ERWK�H[SHULHQFHG�GLIILFXOWLHV�LQ�FROODERUDWLQJ�ZLWKLQ�WKH�PDQDJHPHQW�RI�WKH
$UHD��DQG�WKH\�IHOW�WKH\�ZHUH�NHSW�RXWVLGH�GHFLVLRQ�PDNLQJ�SURFHVVHV�DQG�LQ�WKLV�ZD\�KLJKO\�XQGHU�
XWLOLVHG��7KH\�IHOW�WKH\�KDG�LQVXIILFLHQW�DFFHVV�WR�ILQDQFLDO�LQIRUPDWLRQ��WKDW�WKHUH�ZDV�D�ODFN�RI�FR�
RSHUDWLRQ�EHWZHHQ�&02�DQG�'67��DQG�WKDW�VWDII�ZLWKLQ�'67�VXIIHUHG�IURP�SRRU�VNLOOV�DQG�OHDGHU�
VKLS�FRPSHWHQFH��)XUWKHU��WKHUH�ZDV�D�SHUFHSWLRQ�ZLWKLQ�'HSDUWPHQW�RI�6FLHQFH�DQG�7UDLQLQJ�WKDW
WKH�/7$V�´ZHUH�QRW�FXOWXUDOO\�VHQVLWLYH�WR�IDFWRUV�LQ�JRYHUQPHQW�DGPLQLVWUDWLRQµ�

7KH�LQWHUHVW�DPRQJ�VWDII�WR�VWXG\�(QJOLVK�ZDV�LQLWLDOO\�VWURQJ��EXW�IDGHG�RYHU�WKH�RSHUDWLQJ�SHULRG�
7KHUH�ZDV�DQ�LQFRPSOHWH�IROORZ�XS�RQ�UHFRPPHQGDWLRQV�IURP�VKRUW�WHUP�DGYLVHUV��67$��HYHQ
WKRXJK�WKH\�ZHUH�FRQVLGHUHG�RI�JRRG�TXDOLW\�DQG�DFFHSWHG�E\�WKH�OHDGHUVKLS�RI�'67��7KHUH�ZHUH
IHZ�ZRPHQ�DSSRLQWHG�LQ�WKH�'67�DQG�WKHUH�ZDV�D�ODFN�RI�JHQGHU�DZDUHQHVV�LQ�SROLFLHV�DQG�DFWLYL�
WLHV�

,Q�JHQHUDO��6LGD�IHOW�WKHUH�ZDV�D�ODFN�RI�UHFRJQLWLRQ�LQ�0R+�RI�WKH�PDQDJHPHQW�GHILFLHQFLHV�ZLWKLQ
766$��6LGD�GLG�QRW�DSSURYH�WKH������$32��DQG�DJUHHPHQW�RQ�D�UHYLVHG�$32�ZDV�QHYHU�UHDFKHG
LQ�VXEVHTXHQW�QHJRWLDWLRQV��7KLV�UHVXOWHG�LQ�D�GHFLVLRQ�WR�SKDVH�RXW�WKH�$UHD�DQG�WKH�/7$�DW�WKH
WLPH�WHQGHUHG�KHU�UHVLJQDWLRQ�IRXU�PRQWKV�SULRU�WR�HQG�RI�FRQWUDFW��$V�WKLV�ZDV�FORVH�WR�WKH�WHUPL�
QDWLRQ�RI�WKH�DJUHHPHQW�SHULRG�LW�ZDV�GHFLGHG�QRW�WR�FORVH�WKH�$UHD�LQ�DGYDQFH�

0RVW�RI�WKH�766$�DFWLYLWLHV�KDYH�QRW�EHHQ�FRQWLQXHG�DIWHU�WKH�6LGD�VXSSRUW�ZDV�ZLWKGUDZQ��7KH
HYDOXDWLRQ�WHDP�RXWOLQHG�D�QXPEHU�RI�UHFRPPHQGDWLRQV�WR�'67�DQG�WR�96+&�LQ�WKHLU�HYDOXDWLRQ
UHSRUW��,W�LV�QRW�PHQWLRQHG�LQ�WKH�)LQDO�5HSRUW�RI�WKH�&RRSHUDWLRQ��0R+�0DUFK�������LI�DQ\�RI
WKHVH�ZHUH�IROORZHG�XS�XSRQ�

7KHUH�ZDV�DOVR�D�VXJJHVWLRQ�WR�LQVWLWXWLRQDOLVH�D�6FKRRO�RI�3XEOLF�+HDOWK�IRU�SRVW�JUDGXDWH�WUDLQLQJ
LQ�9LHWQDP��$�VXJJHVWLRQ�ZDV�RXWOLQHG�LQ�D�UHSRUW�E\�D�9LHWQDPHVH�H[SDWULDWH�WHDP��3XEOLF�+HDOWK
7UDLQLQJ�LQ�9LHWQDP��$�UHSRUW�WR�WKH�0R+�DQG�6LGD��-DQXDU\��������'LVFXVVLRQV�EHWZHHQ�0R+
DQG�6LGD�FRQFHUQLQJ�EXGJHW�DOORFDWLRQ�DQG�DIILOLDWLRQ�RI�WKH�6FKRRO�RI�3XEOLF�+HDOWK�ZHUH�QRW
EURXJKW�WR�D�VDWLVIDFWRU\�FRQFOXVLRQ�DQG�WKH�LGHD�ZDV�QRW�SXUVXHG�
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�� +IRIVEP�PIWWSRW�SR�EMH�IJJIGXMZIRIWW

7KHUH�KDYH�EHHQ�VHYHUDO�DWWHPSWV�RYHU�WKH�\HDUV�WR�DQVZHU�WKH�ELJ�TXHVWLRQ��´'RHV�DLG�ZRUN"µ�DQG
LI�VR�XQGHU�ZKLFK�FLUFXPVWDQFHV�LV�DLG�PRVW�HIIHFWLYH��7KH�UHSRUW�´$VVHVVLQJ�$LGµ��SXEOLVKHG�E\�WKH
:RUOG�%DQN�LQ�������KDV�JHQHUDOO\�EHHQ�DFFHSWHG�WR�UHIOHFW�FXUUHQW�ZLVGRP��VXPPHG�XS�LQ�WKH
IROORZLQJ�EXOOHW�SRLQWV�

,W�LV�LQWHUHVWLQJ�LQ�WKH�FRQWH[W�RI�96+&�WKDW�WKH�:RUOG�%DQN�UHSRUW�SUHVHQWV�9LHWQDP�DV�D�FRXQWU\
ZKHUH�DLG�KDV�EHHQ�SDUWLFXODUO\�HIIHFWLYH��6ZHGHQ�DQG�81'3��WRJHWKHU�ZLWK�WKH�:RUOG�%DQN��LW
VD\V��SOD\HG�D�NH\�UROH�LQ�SURYLGLQJ�LGHDV��KHOSLQJ�9LHWQDP�WR�OHDUQ�IURP�WKH�SROLF\�H[SHULHQFHV�RI
LWV�QHLJKERXULQJ�FRXQWULHV��7KH�96+&�UHSUHVHQWV�D�IRUP�RI�DLG�WKDW�IDOOV�LQ�OLQH�ZLWK�WKH�FRQFOX�
VLRQV�RQ�DLG�HIIHFWLYHQHVV�DERYH�

&KDQJLQJ�WKH�VFRSH�RI�WKH�&RRSHUDWLRQ�LQ������WR�SULRULWLVH�LQVWLWXWLRQDO�GHYHORSPHQW�DQG�SROLF\
ZRUN��ZDV�REYLRXVO\�DQ�DSSURSULDWH�DQG�QHFHVVDU\�PRYH��7KH�QHZ�YLVLRQV�DQG�FRQFHSWV�XQGHUSLQ�
QLQJ�WKH������$JUHHPHQW��KRZHYHU��ZHUH�QRW�ZLGHO\�VKDUHG�LQ�WKH�0LQLVWU\�RI�+HDOWK��%RWK�WKH
FDSDFLW\�DQG�WKH�LQFHQWLYHV�RI�WKH�GHVLJQDWHG�GHSDUWPHQWV�DQG�DJHQFLHV�ZLWKLQ�WKH�0LQLVWU\�WR
DFWLYHO\�WDNH�SDUW�LQ�DQ�LQVWLWXWLRQDO�GHYHORSPHQW�SURFHVV�YDULHG�DQG�JHQHUDOO\�ZHUH�RYHUHVWLPDWHG
E\�WKH�DUFKLWHFWV�RI�96+&�,��7KH�0LQLVWU\�DW�WKH�WLPH�KDG�D�YHU\�ZHDN�RUJDQLVDWLRQDO�FXOWXUH�IRU
OHDUQLQJ�DQG�H[SHULPHQWLQJ�

$V�ZH�KDYH�VHHQ��LQ�VRPH�LQVWDQFHV�WKH�96+&�LQLWLDWLYHV�GLG�QRW�ZRUN��ZKLOH�LQ�RWKHUV�WKHUH�KDYH
EHHQ�HQFRXUDJLQJ�UHVXOWV��:KDW�FDQ�ZH�OHDUQ�IURP�WKLV"�/HW�XV�ORRN�DW�QHJDWLYH�OHVVRQV�ILUVW�

��� 4VSFPIQW�r�RIKEXMZI�PIWWSRW

• 96+&�KDV�KDG�WRR�PXFK�PRQH\��,W�ZDV�D�PLVWDNH�WR�DQQRXQFH�D�ODUJH�EXGJHW�EHIRUH�WKH�SODQQLQJ
SURFHVV�KDG�UHDOO\�VWDUWHG��7KUHH�SUREOHPV�GHYHORSHG�IURP�WKLV��)LUVWO\��D�SODQQLQJ�SURFHVV�GH�
YHORSHG�WKDW�ZDV�GULYHQ�WRR�PXFK�E\�D�SUHVVXUH�IRU�VSHQGLQJ�EH\RQG�ZKDW�UHDOLVWLFDOO\�FRXOG�EH
DFKLHYHG��6HFRQGO\��WKH�ODUJH�EXGJHW�VHQW�PL[HG�VLJQDOV�LQWR�WKH�V\VWHP��VLQFH�KLJK�VSHQGLQJ
ZDV�RQO\�SRVVLEOH�WKURXJK�ILQDQFLQJ�RI�UHJXODU�VHUYLFH�GHOLYHU\�RSHUDWLRQV��6'$��LQ�SDUWLFXODU�
VXIIHUHG�IURP�WKLV�PL[HG�PHVVDJH��WU\LQJ�WR�GHYHORS�D�QHZ�PRGHO�LQ�SDUDOOHO�ZLWK�IXUQLVKLQJ
´WKH�ROG�PRGHOµ�ZLWK�PDWHULDOV�DQG�HTXLSPHQW��*UDGXDOO\��KRZHYHU��WKH�GHPDQG�IRU�QHZ�LGHDV
LQFUHDVHG��´,GHDV�ZRUN�EHWWHU�WKDQ�PRQH\�LQ�JHQHUDWLQJ�UHIRUPµ��7KLUGO\��ZH�VHH�D�WHQGHQF\
WKDW�WKH�VRIW�EXGJHW�FRQVWUDLQWV�OHG�WR�D�ODFN�RI�FRVW�FRQVFLRXVQHVV�LQ�WKH�VHOHFWLRQ�DQG�GHVLJQ�RI
DFWLYLWLHV��DQG�D�JURZLQJ�SUREOHP�RI�FRVW�FRQWURO��2Q�VHYHUDO�RFFDVLRQV�6LGD�UDLVHG�FRQFHUQV
RYHU�SRWHQWLDO�PLVXVH�RI�IXQGV��DQG�LQ�D�IHZ�FDVHV�UHTXHVWHG�DQ�LQTXLU\��7KH�FRVW�FRQWURO�URX�

The “Assessing Aid” study concluded:

• Money works – once countries reform
• Ideas work better than money in

• generating reform
• improving public service

• The value of development projects is to strengthen
institutions and policies

• An active civil society improves public services
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WLQHV�KDYH�LPSURYHG�VWHDGLO\�RYHU�WKH�\HDUV��,W�LV�DOVR�FRPPHQWHG�E\�VRPH��WKDW�QRQH�RI�WKH�NH\
VWDNHKROGHUV�LQ�WKH�&RRSHUDWLRQ�KDG�DQ\�LQFHQWLYHV�WR�GHYHORS�PRUH�PRGHVW�SODQV�DQG�EXGJHWV�
DQG�WKLV�LQFOXGHG�WKH�ORQJ�WHUP�DGYLVHUV�DV�ZHOO�

• 5HODWHG�WR�WKH�DERYH��WKH�SURJUDPPH�KDV�KDG�D�SUREOHP�ZLWK�UHVSHFW�WR�TXDOLW\�DQG�UHVXOW�EDVHG
PRQLWRULQJ��DQG�0R+�LQ�LWV�RZQ�DVVHVVPHQW�FRQFOXGHG��´7KURXJKRXW�WKH�&RRSHUDWLRQ��WKH�IRFXV
RI�DFKLHYHPHQW�KDV�EHHQ�RQ�TXDQWLW\��H�J��H[SUHVVHG�LQ�WKH�QXPEHU�RI�DFWLYLWLHV��EXGJHW�DQG�H[�
SHQGLWXUHV���7KHUH�LV�D�QHHG�WR�VKLIW�WKH�IRFXV�WR�TXDOLW\µ���

• 7KHUH�DUH�FRQFUHWH�DWWHPSWV�WR�LPSURYH�PRQLWRULQJ�LQ�96+&�,,��EXW�LW�LV�SUHPDWXUH�WR�HYDOX�
DWH�WKHVH�HIIRUWV��$�ZRUG�RI�FDXWLRQ�LV�ZDUUDQWHG��KRZHYHU��,W�LV�DOZD\V�GLIILFXOW��DQG�DW�WLPHV
LPSRVVLEOH��WR�ILQG�UHOHYDQW�DQG�PRQLWRUDEOH�LQGLFDWRUV�RI�TXDOLWDWLYH�FKDQJHV�LQ�SROLF\�GHYHO�
RSPHQW�DQG�LQVWLWXWLRQDO�FKDQJH��7KH�PRVW�LPSRUWDQW�LV�WR�NHHS�WKH�IRFXV�RQ�WKH�GLUHFWLRQ�RI
UHIRUP�DQG�LQYHVW�LQ�FRQWLQXRXV�OHDUQLQJ�DQG�GLDORJXH�UDWKHU�WKDQ�SXWWLQJ�WRR�PXFK�HPSKDVLV�RQ
´ORJLFDO�IUDPHZRUNVµ�

• 7KHUH�KDYH�EHHQ�PDMRU�DFKLHYHPHQWV�LQ�FRPSHWHQFH�GHYHORSPHQW�DW�DQ�LQGLYLGXDO�OHYHO��DFURVV�WKH
DUHDV��EXW�WKLV�KDV�QRW�EHQHILWHG�WKH�LQVWLWXWLRQV�LQ�D�V\VWHPDWLF�PDQQHU��:KLOH�LQ�VRPH�FDVHV
WKHUH�KDV�EHHQ�D�JUDGXDO�EXLOG�XS�RI�FRPSHWHQFH�DQG�H[SHULHQFH�LQ�WKH�RUJDQLVDWLRQ��WKHUH�KDV
EHHQ�D�JHQHUDO�SUREOHP�RI�KLJK�WXUQRYHU�RI�VWDII��,Q�DGGLWLRQ��LW�LV�UHSRUWHG�WKDW�WKH�VHOHFWLRQ�RI
VWDII�IRU�WUDLQLQJ�KDV�QRW�DOZD\V�EHHQ�WKH�PRVW�UHOHYDQW��)RU�LQVWDQFH��0R+�KDV�EHHQ�FULWLFLVHG
LQ�VRPH�LQVWDQFHV�IRU�VHOHFWLQJ�FDQGLGDWHV�IRU�VWXG\�WULSV�DEURDG�EDVHG�PRUH�RQ�VHQLRULW\�WKDQ
IXQFWLRQ�

• /DQJXDJH�VNLOOV�DUH�VWLOO�D�PDMRU�LPSHGLPHQW�WR�GHYHORSPHQW�FRRSHUDWLRQ�LQ�9LHWQDP��DOWKRXJK
LW�KDV�LPSURYHG�GUDPDWLFDOO\�VLQFH�WKH�HDUO\�GD\V�RI�KRVSLWDO�FRQVWUXFWLRQ��96+&�KDV�LQYHVWHG
JHQHURXVO\�LQ�(QJOLVK�ODQJXDJH�WUDLQLQJ��EXW�WKH�HIIHFWLYHQHVV�RI�PXFK�RI�WKH�DGYLVRU\�VXSSRUW
IURP�HVSHFLDOO\�VKRUW�WHUP�DGYLVHUV�FDQ�EH�TXHVWLRQHG��9HU\�PDQ\�RI�WKHLU�UHSRUWV�H[LVW�RQO\�LQ
(QJOLVK��DQG�WKHUH�LV�FRQVLGHUDEOH�VFRSH�IRU�LPSURYLQJ�WKH�GLVVHPLQDWLRQ�RI�ILQGLQJV�DQG�UHF�
RPPHQGDWLRQV�

• 7KH�TXDOLW\�RI�WUDLQLQJ�GHSHQGV�RQ�JRRG�LQWHUSHUVRQDO�FRPPXQLFDWLRQ��0RVW�REVHUYHUV�DUJXH�WKDW
RQ�WKH�MRE�WUDLQLQJ�KDV�E\�IDU�EHHQ�WKH�PRVW�HIIHFWLYH��)XUWKHUPRUH��WKDW�WKH�V\VWHP�EHQHILWV
PRUH�IURP�ORQJ�WHUP�DGYLVHUV��FRPSDUHG�ZLWK�VKRUW�WHUP�DGYLVHUV��SURYLGHG�´WKH�SHUVRQDO
FKHPLVWU\�LV�ULJKWµ��7KLV�SODFHV�VSHFLDO�GHPDQGV�RQ�WKH�UHFUXLWPHQW�SURFHVV��6LGD��WKURXJK
96+&��KDV�VXSSRUWHG�D�SURFHVV�RI�DOORZLQJ�0R+�WR�SOD\�D�PRUH�DFWLYH�DQG�GHFLVLYH�UROH�LQ�WKH
UHFUXLWPHQW�RI�DGYLVHUV��7KLV�IDFLOLWDWHV�LPSRUWDQW�FDSDFLW\�EXLOGLQJ��DV�ZHOO�DV�SURYLGLQJ�WKH
EHVW�VWDUWLQJ�SRLQW�IRU�WKH�RQH�WR�WDNH�XS�WKH�DVVLJQPHQW��7KH�VHFRQG�PRVW�HIIHFWLYH�IRUP�RI
FRPSHWHQFH�EXLOGLQJ�LV�ZHOO�SUHSDUHG�FRXUVHV�LQ�9LHWQDP�XVLQJ�KLJK�FDOLEUH�LQWHUQDWLRQDO�OHF�
WXUHUV�

• 7KH�FRVWV�RI�DGYLVRU\�VXSSRUW�FRQVWLWXWH�D�PDMRU�VKDUH�RI�96+&��308�UHSRUWV�WKDW�WKH�WRWDO
H[SHQGLWXUH�IRU�/7$V�DQG�67$V�LV�����RI�WKH�EXGJHW��DQG�LI�ORFDO�FRQVXOWDQWV�DQG�DGYLVHUV�DUH
LQFOXGHG��WKH�ILJXUH�UDLVHV�WR������,Q�DQ�LQVWLWXWLRQDO�DQG�SROLF\�GHYHORSPHQW�SURJUDPPH�WKLV
LV�QRW�D�VWDJJHULQJ�ILJXUH��EXW�LW�FDOOV�WKH�DWWHQWLRQ�WR�WKH�LPSRUWDQFH�RI�IRFXVLQJ�RQ�WKH�HIIL�
FLHQF\�RI�WKH�7HFKQLFDO�$VVLVWDQFH�FRPSRQHQW�RI�96+&�

�����������������������������������������������������

���0R+��������)LQDO�5HSRUW�RI�WKH�&RRSHUDWLRQ��S����
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• 7KH�FXOWXUH�RI�OHDUQLQJ�ZLWKLQ�0R+�QHHGV�WR�EH�IXUWKHU�VWUHQJWKHQHG��DQG�WKHUH�LV�D�SDUWLFXODU
SUREOHP��DQG�D�FKDOOHQJH��ZLWK�UHVSHFW�WR�GHVLJQLQJ�RI�SURMHFWV�DV�H[SHULPHQWV��7KHUH�LV�D�WHQ�
GHQF\�WKDW�SLORW�SURMHFWV�DUH�FUHDWHG�DV�D�PHDQV�WR�GLVWULEXWH�IXQGV�WR�WKH�RSHUDWLRQDO�OHYHO��DV
ZLGHO\�DV�SRVVLEOH��UDWKHU�WKDQ�ZLWK�D�FOHDU�H[SHULPHQWDO�GHVLJQ�LQ�PLQG��:H�KDYH�DUJXHG�WKDW
6'$�VXIIHUV�IURP�D�SRRUO\�GHYHORSHG�H[SHULPHQWDO�GHVLJQ��GHVSLWH�LWV�FOHDUO\�VWDWHG�REMHFWLYHV�LQ
WHUPV�RI�PRGHO�GHYHORSPHQW�

• $�PDMRU�FRQVWUDLQW�RQ�DFKLHYLQJ�WKH�REMHFWLYHV�RI�96+&�LV�WKH�LQFHQWLYH�VWUXFWXUH�ZLWKLQ�WKH�SXEOLF
VHFWRU��7KHUH�KDV�EHHQ�IUHTXHQW�FKDQJHV�RI�PDQDJHPHQW�RI�WKH�$UHDV��DQG�LW�KDV�SURYHG�GLIIL�
FXOW�WR�DWWUDFW�DQG�UHWDLQ�WKH�EHVW�TXDOLILHG�VWDII��7KLV�OHDGV�WR�WKH�FODVVLF�GLOHPPD�FRPPRQ�WR
PRVW�DLG�GHSHQGDQW�FRXQWULHV��D�SUHVVXUH�WR�XVH�GRQRU�IXQGV�WR�JLYH�VSHFLDO�LQFHQWLYHV�WR�ZRUN�
HUV�LQ�GRQRU�SURMHFWV��RYHU�DQG�DERYH�WKH�JHQHUDO�VWDQGDUG�RI�WKH�SXEOLF�VHFWRU��:H�ZRXOG�DU�
JXH��KRZHYHU��WKDW�WKH�SULPDU\�IRFXV�KDV�WR�EH�RQ�SHUIRUPDQFH�DQG�TXDOLW\�RI�RXWSXWV�UDWKHU
WKDQ�HTXLW\�LQ�EHQHILWV��0R+�GLG�DSSURYH�FHUWDLQ�IDFLOLWLHV�IRU�96+&�WR�EH�DEOH�WR�DWWUDFW�TXDO�
LW\�VWDII��DQG�ZH�ZRXOG�HQFRXUDJH�308�DQG�6LGD�WR�NHHS�XS�WKH�SUHVVXUH�WKLV�LVVXH�

• 7KH�GRZQVLGH�RI�DOORZLQJ�IRU�D�IOH[LEOH�SODQQLQJ�V\VWHP��WR�D�GRQRU��LV�WKH�VHQVH�RI�ORRVLQJ
ILQDQFLDO�FRQWURO��7KH�UHVSRQVH�RI�6LGD�ZDV�WR�LPSRVH�YHU\�HODERUDWH�SODQQLQJ�DQG�UHSRUWLQJ�UH�
TXLUHPHQWV��,W�ZDV�UHDOLVHG��KRZHYHU��WKDW�PXFK�RI�WKLV�GLG�QRW�VHUYH�WKH�SXUSRVH�²�WKDW�WRR�PXFK
WLPH�ZDV�DOORFDWHG�WR�WKH�SUHSDUDWLRQ�RI�GRFXPHQWV�WKDW�RQO\�PDUJLQDOO\�LPSURYHG�TXDOLW\�RI
ZRUN��,W�LV�D�OHVVRQ�IRU�WKH�IXWXUH�WR�HVWDEOLVK�D�OHVV�ODERXU�GHPDQGLQJ�DQG�FRVWO\�SODQQLQJ�DQG
UHSRUWLQJ�V\VWHP�

��� %GLMIZIQIRXW�r�TSWMXMZI�PIWWSRW

,W�LV�DQ�LPSRUWDQW�REVHUYDWLRQ�WKDW�SUREOHPV��VXFK�DV�WKRVH�OLVWHG�DERYH��FDQ�UHSUHVHQW�ERWK�ODFN�RI
VXFFHVV�DQG�SURJUHVV�DW�WKH�VDPH�WLPH��7KLV�LV�W\SLFDO�RI�DQ�LQVWLWXWLRQDO�UHIRUP�SURFHVV��,QGLFDWRUV
RI�SURJUHVV�DUH�UHODWHG�DV�PXFK�WR�WKH�SURFHVV��WKH�ZD\�WKH�LQVWLWXWLRQ�LPSURYHV�LWV�ZD\�RI�ZRUNLQJ�
DV�WR�WKH�RXWSXWV�WKHPVHOYHV��$�PDMRU�WHVW�RI�SURJUHVV�LV�ZKHWKHU�WKHUH�LV�DQ�DELOLW\�WR�OHDUQ�IURP
SUREOHPV�DQG�SURJUHVVLYHO\�GR�VRPHWKLQJ�ZLWK�WKHP�

7KHUH�DUH�LQGLFDWLRQV�WKDW�96+&��FRPSDUHG�ZLWK�WKH�VLWXDWLRQ�LQ�������KDV�EHFRPH�DQ�LPSRUWDQW
HOHPHQW�RI�VHYHUDO�OHDUQLQJ�DQG�UHIRUP�SURFHVVHV�RI�WKH�0LQLVWU\�RI�+HDOWK�²�ZKLFK�LQGHHG�ZDV�D
PDMRU�REMHFWLYH��:H�VKDOO�UHIUDLQ�IURP�VSHFXODWLQJ�RQ�WKH�RXWFRPH�RI�WKHVH�SURFHVVHV��EXW�GR�ILQG
PXFK�ZLWKLQ�96+&�WKDW�JLYHV�URRP�IRU�RSWLPLVP�ZLWK�UHVSHFW�WR�WKH�FRQWLQXDWLRQ�²�L�H��WKDW�WKHVH
DUH�UHDVRQV�IRU�VHHLQJ�WKH�JODVV�DV�KDOI�IXOO�

• 7KH�RZQHUVKLS�E\�0R+�RI�WKH�LQVWLWXWLRQDO�GHYHORSPHQW�SURFHVVHV�DQG�SROLF\�PDNLQJ�SURFHVV
KDV�VWHDGLO\�LQFUHDVHG�RYHU�WLPH�

• 7KHUH�KDV�EHHQ�D�FRQWLQXHG�EXLOGLQJ�RI�WUXVW��DQG�WUDQVSDUHQF\�ZLWK�UHVSHFW�WR�LQWHUQDO�RSHUD�
WLRQV�LV�LPSURYLQJ�

• 7KH�TXDOLW\�RI�WKH�SROLF\�PDNLQJ�SURFHVVHV�LV�LPSURYLQJ��IRU�LQVWDQFH�ZLWK�UHVSHFW�WR�FRQVXOWDWLRQ
ZLWK�RWKHU�VWDNHKROGHUV�DQG�WKH�TXDOLW\�RI�WKH�UHVHDUFK�LQSXWV��,W�LV�UHFRJQLVHG�WKDW�SROLF\�
PDNLQJ�LV�´PXGGOLQJ�WKURXJKµ�UDWKHU�WKDQ�D�´ORJLFDOµ�H[HUFLVH��DQG�WKDW�LW�WDNHV�WLPH�

• 7KH�PDQDJHPHQW�RI�WKH�DLG�LV�EHFRPLQJ�PRUH�LQWHJUDWHG�LQWR�0R+��JUHDWO\�IDFLOLWDWHG�E\�WKH
GHFLVLRQ�WR�PHUJH�WKH�FRQVXOWDQW·V�RIILFH��,32��ZLWK�WKH�0R+�RIILFH�IRU�96+&��&02���QRZ
FDOOHG�WKH�3URJUDPPH�0DQDJHPHQW�8QLW�

• 7KHUH�KDV�EHHQ�DQ�LPSURYHPHQW�LQ�WKH�SURIHVVLRQDO�GLDORJXH�DQG�WKH�XVH�RI�LQWHUQDWLRQDO�DGYLVHUV�
7KH�´DGYLFH�UHFHLYLQJµ�FDSDFLW\�RI�0R+�KDV�VLJQLILFDQWO\�LPSURYHG�
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• 7KH�IOH[LELOLW\�LQ�SODQQLQJ�KDV�DOORZHG�IRU�D�IUXLWIXO�WULDO�DQG�HUURU�DSSURDFK�
• 7KH�PDQDJHPHQW�RI�WKH�DLG�KDV�JUDGXDOO\�LPSURYHG��96+&�UHSUHVHQWV�WRGD\��DFFRUGLQJ�WR

0R+��WKH�EHVW�PDQDJHG�DLG�SURJUDPPH�LQ�WKH�0LQLVWU\��7KH�SURFHGXUHV�HVWDEOLVKHG�RXJKW�WR
EH�VWDQGDUGLVHG�DQG�XVHG�LQ�RWKHU�GRQRU�SURMHFWV��2QO\�WKHQ�FDQ�WKH�PDMRU�RYHUKHDG�FRVWV�LQ�
YROYHG�UHDOO\�EH�MXVWLILHG�

��� +IRIVEP�GSRGPYWMSRW

:H�VWDUWHG�RXW�E\�LGHQWLI\LQJ�WZR�SHUVSHFWLYHV�IRU�DQ�HYDOXDWLRQ�RI�OHVVRQV�OHDUQHG�ZLWKLQ�96+&�
QDPHO\�

• +DV�WKH�LQYHVWPHQW�LQ�FDSDFLW\�EXLOGLQJ�UHVXOWHG�LQ�LQVWLWXWLRQDO�GHYHORSPHQW�ZLWKLQ�0R+
²�L�H��LQ�WHUPV�RI�WKH�DELOLW\�WR�GHOLYHU�H[SHFWHG�RXWSXWV�DQG�FDUU\�RXW�FKDQJHV"

• +DV�WKH�LQYHVWPHQW�LQ�SROLF\�GHYHORSPHQW�UHVXOWHG�LQ�PRUH�UHOHYDQW�SROLFLHV"

7KHUH�LV�D�PL[HG�SLFWXUH�EHLQJ�SDLQWHG�DERYH��IRU�WKH�GLIIHUHQW�DUHDV��EXW�ZH�JLYH�DQ�DIILUPDWLYH
DQVZHU�WR�ERWK�TXHVWLRQV�DERYH��0DQ\�SRVLWLYH�GHYHORSPHQWV�KDYH�EHHQ�UHSRUWHG��:KLOH�LW�LV�QRW
SRVVLEOH�WR�GUDZ�DQ\�FRQFOXVLRQV�ZLWK�UHVSHFW�WR�LPSDFWV�RI�96+&�LQ�WHUPV�RI�WKH�KHDOWK�VWDWXV�LQ
WKH�SRSXODWLRQ��LW�LV�SRVVLEOH�WR�LQIHU�WKDW�WKH�SURJUDPPH�KDV�DVVLVWHG�0R+�UHVSRQGLQJ�WR�FKDQJHV
LQ�SHRSOHV·�OLYLQJ�FRQGLWLRQV�DQG�KHDOWK�VHHN�EHKDYLRU�EURXJKW�DERXW�E\�WKH�HFRQRPLF�JURZWK�LQ
UHFHQW�\HDUV�

,QYHVWLQJ�LQ�UHIRUP�LV�D�KLJK�ULVN�IRUP�RI�DLG��$FKLHYHPHQWV�DUH�QHLWKHU�SUHGLFWDEOH�QRU�HDVLO\�PHDVXUDEOH�
*HQHUDO�OHVVRQV�RQ�DLG�DQG�UHIRUP�KDYH�WROG�XV�WKH�OLPLWDWLRQV�RI�GRQRU�GULYHQ�DSSURDFKHV��3ROLF\�
EDVHG�FRQGLWLRQDOLW\�KDV�QRW�EHHQ�HIIHFWLYH��DW�OHDVW�QRW�LQ�WKH�ORQJ�UXQ��,QYHVWLQJ�LQ�UHIRUP�PHDQV
RSHUDWLQJ�LQ�DQ�LQVWLWXWLRQDO�DQG�SROLWLFDO�HQYLURQPHQW�ZKHUH�RWKHU�IRUFHV�WKDQ�WKH�DLG�UHODWLRQVKLS
GLFWDWH�SURJUHVV��2Q�WKH�SDUW�RI�WKH�GRQRU��LW�UHTXLUHV�DELOLW\�WR�DGMXVW�WR�QHZ�RSSRUWXQLWLHV�EHLQJ
FUHDWHG�DQG�VHQVLWLYLW\�WR�GRPHVWLF�SROLWLFDO�PDWWHUV��2Q�WKH�SDUW�RI�WKH�UHFLSLHQW��LW�UHTXLUHV�D�IHOW
QHHG�IRU�FKDQJH�DQG�ZLOOLQJQHVV�WR�HQJDJH�LQ�SDUWQHUVKLSV�IRU�PXWXDO�OHDUQLQJ��7R�ERWK�SDUWLHV�
WLPH�LV�D�FUXFLDO�IDFWRU��DQG�WKH�DELOLW\�WR�FRPPXQLFDWH�LV�FULWLFDO��:H�ILQG�WKDW�LQGLYLGXDOV�PDWWHU�D
ORW�²�DV�EXLOGHUV�RI�WUXVW�DQG�FDUULHUV�RI�LQVLJKW�DQG�HPSDWK\�DERXW�WKH�RWKHU�SDUW\��2Q�ERWK�VLGHV
WKHUH�QHHGV�WR�EH�D�PHHWLQJ�RI�PLQGV�DQG�D�VHQVH�DPRQJ�NH\�SOD\HUV�WKDW�WKH\�DUH�DEOH�WR�IRUJH�D
VWUDWHJLF�DOOLDQFH��1HLWKHU�GRQRUV��OLNH�6LGD��QRU�UHFLSLHQWV��OLNH�0R+��UHSUHVHQW�PRQROLWKLF�DJHQ�
FLHV��7DNLQJ�WKH�ULVNV�RI�LQYHVWLQJ�LQ�UHIRUP�²�DQG�WR�VXFFHHG��UHTXLUH�EURNHUV�DQG�HQWUHSUHQHXUV�RQ
ERWK�VLGHV�RI�WKH�SDUWQHUVKLS�

:H�ILQG�WKDW�96+&�KDV�SDUWV�RI�DOO�WKHVH�HOHPHQWV�LQ�SODFH�

• $�IOH[LEOH�SODQQLQJ�SURFHVV
• $�ORQJ�KLVWRU\�RI�FRRSHUDWLRQ�ZLWK�EXLOGLQJ�RI�WUXVW
• $�VHQVH�RI�VKDUHG�YDOXHV�LQ�WHUPV�RI�KHDOWK�SROLWLFV
• ,QGLYLGXDOV�ZLWK�D�ORQJ�VWDQGLQJ�FRPPLWPHQW�WR�WKH�FRRSHUDWLRQ
• $Q�LQFUHDVLQJ�QXPEHU�RI�SHRSOH�ZLWK�UHOHYDQW�VNLOOV

$OO�RI�WKLV�ZLOO�QRW�E\�LWVHOI�FUHDWH�D�VXFFHVVIXO�UHIRUP��EXW�LW�LQFUHDVHV�WKH�SUREDELOLW\�WKDW�LQYHVWPHQW
LQ�FDSDFLW\�EXLOGLQJ�OHDGV�WR�LQVWLWXWLRQDO�GHYHORSPHQW��DQG�WKDW�LQYHVWPHQW�LQ�SROLF\�IRUPXODWLRQ
OHDGV�WR�HIIHFWLYH�LPSOHPHQWDWLRQ�RI�UHOHYDQW�SROLFLHV��,Q�WKLV�UHVSHFW��WKH�MRE�RI�0R+�LV�IDU�IURP
FRPSOHWHG��7KH�JODVV�LV�RQO\�KDOI�IXOO�
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• :KLOH�WKHUH�KDV�EHHQ�VLJQLILFDQW�LPSURYHPHQWV�LQ�LQGLYLGXDO�FRPSHWHQFH��WKURXJK�96+&�
WKHUH�LV�VWLOO�D�ORW�WR�GR�WR�LPSURYH�LQVWLWXWLRQDO�HIILFLHQF\��:H�KDYH�QRW�DWWHPSWHG�WR�DVVHVV�WKH
FRVW�HIILFLHQF\�RI�WKH�96+&�LQYHVWPHQWV��EXW�WKHUH�LV�REYLRXVO\�D�QHHG�WR�FRQWLQXH�WKH�ZRUN�WR�
ZDUGV�UHGXFLQJ�WKH�RYHUKHDG�FRVWV�RI�WKH�SURJDPPH��PXFK�RI�ZKLFK�LV�UHODWHG�WR�WKH�ODFN�RI
WUXVW�RQ�WKH�SDUW�RI�6LGD�LQ�0R+·V�RZQ�PRQLWRULQJ�DQG�ILQDQFLDO�FRQWURO�SURFHGXUHV�

½ 0R+�KDV�D�MRE�WR�GR�WR�LPSURYH�WKH�OHYHO�RI�FRQILGHQFH�RQ�WKH�SDUW�RI�6LGD��WR�SDYH
WKH�ZD\�IRU�PRUH�SDUWQHUVKLS�DQG�OHVV�FRQWURO�

• :KLOH�96+&�KDV�FRQWULEXWHG�WR�DQ�LPSUHVVLYH�QXPEHU�RI�SROLF\�UHOHYDQW�VWXGLHV��DQG�WKH
HQDFWPHQW�RI�FRQFUHWH�SROLFLHV��WKHUH�LV�VWLOO�D�ORQJ�ZD\�EHIRUH�WKLV�SROLF\�ZRUN�KDV�PDGH�D�UHDO
LPSDFW�LQ�WKH�ILHOG�

½ 7KHUH�LV�D�QHHG�WR�VKLIW�WKH�ZRUN�WRZDUGV�RSHUDWLRQDOLVDWLRQ�RI�SROLFLHV��+RZ�WR�LP�
SOHPHQW�WKH�QHZ�SROLFLHV"

• :KLOH�ZH�FRQFOXGH�WKDW�WKHUH�DUH�PDQ\�UHDVRQV�MXVWLI\LQJ�D�FRQWLQXDWLRQ�RI�WKH�FRRSHUDWLRQ�
EDVHG�RQ�WKH�HVWDEOLVKHG�IUDPHZRUN�RI�FRRSHUDWLRQ��ZH�VHH�WKH�QHHG�WR�FRQWLQXH�PRGLI\LQJ�DQG
DGDSWLQJ�WKH�FRQWHQW�RI�WKH�SURJUDPPH�

½ 0XFK�RI�WKH�IXWXUH�ZRUN�RI�96+&�ZLOO�KDYH�WR�GHDO�ZLWK�SURYLQFHV�DQG�GLVWULFWV��6XS�
SRUWLQJ�WKH�LPSOHPHQWDWLRQ�RI�QHZ�KHDOWK�SROLFHV�ZLOO�UHTXLUH�QHZ�LQVWLWXWLRQDO
IUDPHZRUNV�IRU�FRRSHUDWLRQ�DW�WKRVH�OHYHOV�

½ 6LGD�VKRXOG�QRW�JHW�LQYROYHG�LQ�LPSOHPHQWDWLRQ�LQ�WKH�VHQVH�RI�FDUU\LQJ�UHJXODU�RS�
HUDWLRQDO�FRVWV��EXW�VKRXOG�FRQWLQXH�DVVLVWLQJ�WKH�SURFHVV�RI�GLVVHPLQDWLQJ�QHZ�LGHDV
DQG�PRGHOV��7KHUH�LV�QRZ�D�JUHDW�QHHG�WR�IRFXV�RQ�KRZ�WR�UHSOLFDWH�DW�ORZHU�OHYHOV
ZKDW�LV�EHLQJ�SURGXFHG�DW�WKH�SROLF\�GUDZLQJ�WDEOH�LQ�WKH�FHQWUH�

½ 7KHUH�LV�DOVR�D�QHHG�WR�WDNH�D�IUHVK�ORRN�DW�WKH�FRQILJXUDWLRQ�DQG�FRQFHSWXDOLVDWLRQ
RI�DUHDV�ZLWKLQ�96+&��,W�KDV�QRW�EHHQ�WKH�SXUSRVH�RI�WKLV�HYDOXDWLRQ�WR�ORRN�LQWR
WKH�IXWXUH�VFRSH�IRU�96+&��EXW�ZH�QRWH�WKDW�WKHUH�LV�D�QHHG�WR�UHLQWURGXFH��LQ�RQH
ZD\�RU�DQRWKHU��WKH�KRVSLWDO�VHFWRU�WR�WKH�9LHWQDP�6ZHGHQ�+HDOWK�&RRSHUDWLRQ��,W�LV
QRW�IRU�VHQWLPHQWDO�UHDVRQV��EHLQJ�ZKHUH�LW�DOO�VWDUWHG�LQ�������EXW�LQ�UHFRJQLWLRQ�RI
ZKHUH�WKH�EUXQW�RI�SRSXODU�SUHVVXUH�RQ�KHDOWK�VHUYLFHV�LV�JRLQJ�WR�FRPH�
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��� 0MXIVEXYVI�GSRWYPXIH

���� 7SQI�KIRIVEP�PMXIVEXYVI�SR�LIEPXL�HIZIPSTQIRX�MR�:MIXREQ

&DUULQ��*���5RQ��$��DQG�0XUUD\��0���������´7RZDUGV�D�IUDPHZRUN�IRU�KHDOWK�LQVXUDQFH�GHYHORS�
PHQW�LQ�+DL�3KRQJ��9LHW�1DPµ��0DFURHFRQRPLFV��+HDOWK�DQG�'HYHORSPHQW�6HULHV��1R�����*HQHYD��:+2�

(QVRU��7��DQG�3KDP�%LFK�6DQ��������´8VHU�FKDQJHV�DQG�H[HPSWLRQ�LQ�1RUWK�9LHWQDPµ��,QWHUQD�
WLRQDO�-RXUQDO�RI�+HDOWK�3ODQQLQJ�DQG�0DQDJHPHQW�����������²���

(QVRU��7��DQG�3KDP��%�6���������+HDOWK�&KDUJHV�DQG�([HPSWLRQV�LQ�9LHWQDP��1HZ�<RUN��81,&()
+HDOWK�6HFWLRQ�DQG�2IILFH�RI�(YDOXDWLRQ��3ROLF\�DQG�3ODQQLQJ�

*OHZZH��3��DQG�/LWYDFN��-���������´3URYLVLRQ�RI�KHDOWK�FDUH�DQG�HGXFDWLRQ�LQ�WUDQVLWLRQDO�$VLD��NH\
LVVXHV�DQG�OHVVRQV�IURP�9LHWQDPµ��:,'(5�:RUNLQJ�3DSHUV��1R������+HOVLQNL��818�:,'(5�

1J\XHQ��7�+���/H�7KL��7�+���5LINLQ��6�%��DQG�:ULJKW��(�3���������´7KH�SXUVXLW�RI�HTXLW\��D�KHDOWK
VHFWRU�FDVH�VWXG\�IURP�9LHWQDPµ��+HDOWK�3ROLF\��9RO�������������

3KDP��+�'���������´7KH�SROLWLFDO�SURFHVV�DQG�WKH�SULYDWH�KHDOWK�VHFWRU·V�UROH�LQ�9LHWQDPµ��,QWHUQD�
WLRQDO�-RXUQDO�RI�+HDOWK�3ODQQLQJ�DQG�0DQDJHPHQW��9RO�����1R�������²����

6HJDOO��0�0���7LSSLQJ��*���'DR��/�+��DQG�'DR��;�9���������´(FRQRPLF�UHIRUP��SRYHUW\�DQG�HTXLW\
LQ�DFFHVV�WR�KHDOWK�FDUH��FDVH�VWXGLHV�LQ�9LHWQDPµ��,'6�5HVHDUFK�5HSRUW��1R�����%ULJKWRQ�,'6�

6HJDOO��0���7LSSLQJ��*���/XFDV��+���7UXRQJ��9�'���1JX\HQ��7�7���'DR��;�9��DQG�'DR��/�+��������
´+HDOWK�FDUH�VHHNLQJ�E\�WKH�SRRU�LQ�WUDQVLWLRQDO�HFRQRPLHV��WKH�FDVH�RI�9LHWQDPµ��,'6�5HVHDUFK
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7KH�9LHWQDP�6ZHGHQ�+HDOWK�FR�RSHUDWLRQ�GDWHV�EDFN�WR�������ZKHQ�6ZHGHQ�UHVSRQGHG�WR�D
UHTXHVW�IURP�9LHWQDP�WR�VXSSRUW�WKH�KHDOWK�VHFWRU�LQ�WKH�SRVW�ZDU�SHULRG��7KH�LQLWLDO�VXSSRUW
FRQVLVWHG�RI�WKH�FRQVWUXFWLRQ�RI�WZR�KRVSLWDOV��ODWHU�RQ�WKH�VXSSRUW�GHYHORSHG�WR�LQYROYH�RWKHU�DUHDV
RI�WKH�KHDOWK�VHFWRU��)URP�������WKH�VXSSRUW�LQFOXGHG�DVVLVWDQFH�WR�3ULPDU\�+HDOWK�&DUH�DQG
SURYLVLRQ�RI�GUXJV��)URP������WKH�VXSSRUW�ZDV�IXUWKHU�LQFUHDVHG�WR�LQFOXGH�VXSSRUW�WR�&HQWUDO
/HYHO�,QWHJUDWLRQ��7UDLQLQJ�6\VWHPV�6XSSRUW�DQG�&HQWUDO�)XQGV�

6ZHGLVK�GLVEXUVHPHQWV�WR�WKH�KHDOWK�VHFWRU�IURP������WR�-XQH������DPRXQW�WR�����PLOOLRQ�6(.�
7RWDO�6ZHGLVK�GLVEXUVHPHQW�WR�WKH�KHDOWK�VHFWRU�����²�����LV�WKXV�������06(.�

$Q�HYDOXDWLRQ�ZDV�FDUULHG�RXW�LQ��������WR�DVVHVV�WKH�UHVXOWV�RI�WKH�FR�RSHUDWLRQ�GXULQJ�WKH�ODWHVW
WZR�DJUHHPHQW�SHULRGV��-XO\�����²-XQH�������DV�D�EDVH�IRU�DGDSWLQJ�D�QHZ�DJUHHPHQW�WR�WKH
HFRQRPLF�UHIRUP�LQ�9LHWQDP��7KH�HYDOXDWLRQ�FRQFOXGHG�WKDW�PRVW�SURMHFWV�KDG�EHHQ�VWURQJO\
LQIOXHQFHG�E\�WKH�HFRQRPLF�UHIRUP�SURFHVV��'RL�0RL��������7KH�SURMHFWV�KDG�LQFUHDVHG�WKHLU�UDWH�RI
SURJUHVV�IURP������WR������DQG�DOO�SURMHFWV�WRJHWKHU�KDG�SURGXFHG�D�ODUJH�QXPEHU�RI�WUDLQLQJ
DFWLYLWLHV�IRU�WKH�KHDOWK�VHFWRU�

$W�WKH�$QQXDO�5HYLHZ�LQ�'HFHPEHU������0LQLVWU\�RI�+HDOWK�DQG�6LGD�DJUHHG�WR�XQGHUWDNH�DQ
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HQGLQJ����6HSWHPEHU�������LQFOXGLQJ�WKH�SUHSDUDWLRQV�OHDGLQJ�XS�WR�WKLV�DJUHHPHQW��7KH�HYDOXD�
WLRQ�ZLOO�DOVR�WDNH�LQWR�FRQVLGHUDWLRQ�WKH�FKDQJHV�PDGH�DQG�LQLWLDO�H[SHULHQFHV�XQGHU�WKH�FXUUHQW
DJUHHPHQW�IRU�WKH�SHULRG�HQGLQJ�'HFHPEHU������
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WR�DSSUR[LPDWHO\�����06(.�
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SHULRG�����²���KDV�EHHQ�WR�VXSSRUW�WKH�GHYHORSPHQW�RI�D�IXQFWLRQLQJ�PDUNHW�RULHQWHG�HFRQRP\�
$FFRUGLQJ�WR�WKH�SODQQLQJ�GRFXPHQW�IRU�9LHWQDP�6ZHGHQ�+HDOWK�&R�RSHUDWLRQ�����²����WKHUH�
IRUH��DOO�REMHFWLYHV��VWUDWHJLHV�DQG�DFWLYLWLHV�RI�WKH�KHDOWK�VHFWRU�FR�RSHUDWLRQ�ZHUH�WR�EH�FRQVLVWHQW
ZLWK�WKLV�RYHUDOO�REMHFWLYH�

7KH�PDLQ�REMHFWLYH�IRU�WKH�KHDOWK�VHFWRU�FR�RSHUDWLRQ�RXWOLQHG�LQ�WKH������DJUHHPHQW�ZDV�´WR
LPSURYH�SROLF\�ZRUN�DQG�FDSDFLW\�EXLOGLQJ�LQ�WKH�KHDOWK�VHFWRU�ZLWK�SDUWLFXODU�HPSKDVLV�RQ�DFWLYLWLHV�DLPLQJ�DW
DSSURSULDWH�GLUHFWLRQ�DQG�TXDOLW\�RI�VHUYLFHV�DQG�WR�DGYDQFH�HTXLW\�LQ�DFFHVV�WR�DQG�XWLOLVDWLRQ�RI�VHUYLFHVµ����7KH
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&R�RSHUDWLRQ�2FWREHU�����������'HFHPEHU����������GDWHG����2FWREHU������
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,Q�DFFRUGDQFH�ZLWK�WKH�DJUHHPHQW��0LQLVWU\�RI�+HDOWK�FDUULHG�RXW�DQ�LQ�GHSWK�DQDO\VLV�GXULQJ������
����7KH�PDLQ�FRQFOXVLRQV�ZHUH�WKDW�´WKH�UHVXOW�DQDO\VLV�UHSRUW�JLYHV�PXFK�LPSUHVVLYH�DQG�FRQVLGHU�
DEOH�TXDQWLWDWLYH�LQIRUPDWLRQ�DV�UHJDUGV�WR�WKH�LPSOHPHQWDWLRQ��+RZHYHU��DV�WKH�REMHFWLYHV�RI�WKH
DUHDV�ZHUH�QRW�VKRZQ�LQ�TXDQWLWDWLYH�DQG�PHDVXUDEOH�WHUPV�IURP�WKH�VWDUW�RI�WKH�SHULRG��LW�ZDV�QRW
SRVVLEOH�WR�DVVHVV�LI�WKH�REMHFWLYHV�KDG�EHHQ�UHDFKHG��)XUWKHU�LW�ZDV�QRW�SRVVLEOH�WR�VHH�LI�WKH
DFKLHYHPHQWV�UHDOO\�ZHUH�DWWULEXWDEOH�WR�WKH�FR�RSHUDWLRQ�RU�ZHDWKHU�WKH\�VKRXOG�KDYH�RFFXUUHG
DQ\ZD\µ���

� 1EMR�JSGYW�SJ�XLI�)ZEPYEXMSR�ERH�MWWYIW�XS�FI�GSZIVIH
7KH�PDLQ�SXUSRVH�RI�WKH�HYDOXDWLRQ�LV�WR�VXPPDULVH�NH\�H[SHULHQFHV�DQG�GHWHUPLQH�LPSRUWDQW
OHVVRQV�WR�EH�OHDUQHG�IURP�WKH�FR�RSHUDWLRQ��,WV�FRQFOXVLRQV�ZLOO�WKXV�SURYLGH�JXLGDQFH�IRU�WKH
PRGHOOLQJ�RI�WKH�IXWXUH�FR�RSHUDWLRQ�

7KH�HYDOXDWLRQ�VKDOO�EH�EDVHG�RQ�D�UHYLHZ�RI�H[LVWLQJ�GRFXPHQWV�DQG�UHOHYDQW�OLWHUDWXUH��DQG
LQWHUYLHZV�ZLWK�NH\�VWDNHKROGHUV�RI�WKH�FR�RSHUDWLRQ�

�����������������������������������������������������

���5HVXOW�$QDO\VLV�5HSRUW�RQ�9LHWQDP�6ZHGHQ�+HDOWK�FR�RSHUDWLRQ��������²�������UHYLVHG�RQ�1RYHPEHU���WK�����

���$JUHHG�0LQXWHV�GDWHG��²��'HFHPEHU�����
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7KH�PDLQ�IRFXV�RI�WKH�HYDOXDWLRQ�ZLOO�EH�RQ�WKH�IROORZLQJ�LVVXHV�

• 7KH�UHOHYDQFH�RI�WKH�6ZHGLVK�VXSSRUW�RYHU�WLPH�LQ�UHODWLRQ�WR�*RYHUQPHQW·V�KHDOWK�SROLF\�
FXUUHQW�GHYHORSPHQW�SURFHVVHV�LQ�WKH�FRXQWU\�²�WKH�KHDOWK�VHFWRU�LQ�SDUWLFXODU��WKH�KHDOWK�VLWXD�
WLRQ�RI�SDUWLFXODU�WDUJHW�JURXSV��6LGD·V�KHDOWK�SROLF\�DQG�LQLWLDWLYHV�RI�RWKHU�GRQRUV��7KLV�LQ�
FOXGHV�WKH�TXHVWLRQ�RI�KRZ�WKH�96+&�KDV�FRQWULEXWHG�WRZDUGV�EHWWHU�VXUYHLOODQFH�DQG�PRQL�
WRULQJ�RI�WKH�KHDOWK�FDUH�V\VWHP�DV�D�ZKROH��DQG�WKHUHE\�HQKDQFHG�WKH�UHOHYDQFH�RI�JRYHUQPHQW
�DQG�DLG���LQWHUYHQWLRQV�

• $FKLHYHPHQWV�ZLWK�UHVSHFW�WR�FDSDFLW\�EXLOGLQJ�²�D�FRUH�REMHFWLYH�RI�WKH�FR�RSHUDWLRQ��7KH
HYDOXDWLRQ�WHDP�VKDOO�DVVHVV�WKH�SURJUHVV�RI�WKH�SROLF\�PDNLQJ�DQG�PHWKRG�GHYHORSPHQW��LQVWL�
WXWLRQDO�DQG�PDQDJHPHQW�FDSDFLW\�DQG�WKH�LPSDFW�RI�WUDLQLQJ�DFWLYLWLHV�LQ�WKH�SURJUDP���,W�VKDOO
SURYLGH�DQ�DQDO\VLV�RI�WKH�UHVXOWV�DFKLHYHG��OHVVRQV�OHDUQHG��SRVLWLYH�DV�ZHOO�DV�QHJDWLYH��7KH
DQDO\VLV�VKDOO�DOVR�UHODWH�WR�SRVVLEOH�LPSDFW�RQ�WKH�SROLF\�ZRUN�DQG�WKH�VHUYLFH�GHOLYHU\�FDSDFLW\
ZLWKLQ�WKH�DUHDV�

• ,PSDFWV�LQ�WHUPV�RI�DGGUHVVLQJ�HTXLW\�FRQFHUQV�LQ�KHDOWK�SROLF\�DQG�GHOLYHU\�RI�VHUYLFHV��7KH
HYDOXDWLRQ�VKDOO�SD\�SDUWLFXODU�DWWHQWLRQ�WR�GLPHQVLRQV�UHODWLQJ�WR�SRYHUW\�DOOHYLDWLRQ�DQG�VRFLR�
FXOWXUDO�DVSHFWV�VXFK�DV�JHQGHU�DQG�HWKQLF�VSHFLILF�LVVXHV�

• /HVVRQV�UHODWHG�WR�WKH�PDQDJHPHQW�RI�DLG�²�L�H��WKH�HIILFLHQF\�RI�YDULRXV�DLG�LQVWUXPHQWV�DQG
RUJDQLVDWLRQDO�PRGDOLWLHV�IRU�FKDQQHOOLQJ�6ZHGLVK�VXSSRUW��GHDOLQJ�SULPDULO\�ZLWK�TXHVWLRQV�RI
RZQHUVKLS�DQG�FRVW�HIILFLHQF\��7KLV�LQFOXGHV�DVVHVVLQJ�WKH�PHFKDQLVPV�IRU�SODQQLQJ��H[HFXWLRQ�
IROORZ�XS��PDQDJHPHQW�DQG�DGPLQLVWUDWLRQ�RI�WKH�96+&��FRYHULQJ�KRZ�WKH�YDULRXV�DFWRUV
�*R9��0R+��6LGD�+HDOWK��6ZHGLVK�(PEDVV\�'&2��&RQVXOWDQF\�FRPSDQLHV��HWF��KDYH�SHU�
IRUPHG�WKHLU�YDULRXV�UROHV�DQG�GXWLHV��,Q�WKLV�DQDO\VLV��WKH�HYDOXDWLRQ�VKDOO�JLYH�VSHFLDO�DWWHQWLRQ
WR�WKH�GLVWULEXWLRQ�RI�UROHV�DQG�UHVSRQVLELOLWLHV�EHWZHHQ�WKH�GLIIHUHQW�DFWRUV���7KH�HYDOXDWLRQ
VKDOO�WKHUHE\�HODERUDWH�RQ�WKH�RUJDQLVDWLRQDO�VHW�XS�RI�WKH�96+&��DQG�WR�WKH�H[WHQW�SRVVLEOH
UHODWH�WR�H[SHULHQFHV�ZLWKLQ�RWKHU�GRQRU�IXQGHG�SURJUDPPHV�

%DVHG�RQ�DQ�DQDO\VLV�DQG�DVVHVVPHQW�RI�WKH�DERYH��WKH�HYDOXDWRUV�VKDOO�GLVFXVV�WKH�OLNHOLKRRG�WKDW
EHQHILWV�DQG�DFKLHYHPHQWV�JHQHUDWHG�E\�WKH�VXSSRUW�DUH�VXVWDLQHG�EH\RQG�WKH�WLPH�RI�WKH�VXSSRUW�²
L�H��WKH�VXUYLYDO�RI�WKH�GLIIHUHQW�SURMHFWV�LI�H[WHUQDO�IXQGLQJ�ZDV�WR�EH�GLVFRQWLQXHG��,PSRUWDQW
IDFWRUV�DQG�FRQGLWLRQV�IRU�VXVWDLQDELOLW\�VKDOO�EH�LGHQWLILHG�DQG�GLVFXVVHG�

'XULQJ�WKH�\HDUV�WKH�6ZHGLVK�GHYHORSPHQW�FR�RSHUDWLRQ�LQ�WKH�KHDOWK�VHFWRU�KDV�FKDQJHG��7RGD\
WKH�VXSSRUW�LV�GLUHFWHG�WRZDUGV�D�UHGXFHG�QXPEHU�RI�DUHDV�IRFXVLQJ�RQ�EURDGHU�WHUPV�RI�FR�
RSHUDWLRQ��H�J�SROLF\�DQG�LQVWLWXWLRQDO�GHYHORSPHQW��7KH�HYDOXDWLRQ�VKDOO�UHYLHZ�VKLIWV�LQ�FRQWHQW�
DSSURDFKHV�DQG�PRGDOLWLHV�DQG�DVVHV�GLIIHUHQW�GHYHORSPHQW�PHWKRGV�µDLG�LQVWUXPHQWVµ�XVHG�GXULQJ
WKH�FR�RSHUDWLRQ�SHULRG�

%DVHG�RQ�WKH�DVVHVVPHQW�DQG�FXUUHQW�WUHQGV�LQ�WKH�KHDOWK�VHFWRU�UHFRPPHQGDWLRQV�VKRXOG�EH�JLYHQ
IRU�6ZHGLVK�IXWXUH�KHDOWK�FROODERUDWLRQ�

7KH�W\SH�RI�DQDO\VHV�RXWOLQHG�DERYH�ZLOO�GLVWLQJXLVK�EHWZHHQ�WKH�GLIIHUHQW�DUHDV��$V�DQG�ZKHQ
UHOHYDQW�IRU�XQGHUVWDQGLQJ�WKH�LVVXHV�DERYH��DVSHFWV�RI�KRZ�WKH�GLIIHUHQW�DUHDV�KDYH�EHHQ�VHOHFWHG�
GHVLJQHG��FKDQJHG�RYHU�WLPH��LPSOHPHQWHG�DQG�PRQLWRUHG�VKDOO�EH�DQDO\VHG�

,Q�SULQFLSOH��DOO�DUHDV�LQ�WKH�FR�RSHUDWLRQ�GXULQJ�WKH�DJUHHPHQW�SHULRG���������SHULRG�DUH�LQFOXGHG
LQ�WKH�VWXG\�WR�JLYH�D�FRPSOHWH�SLFWXUH�RI�WKH�FR�RSHUDWLRQ��EXW�WKH�DUHDV�FRQWLQXLQJ�LQ�WKH�FXUUHQW
DJUHHPHQW�VKDOO�EH�JLYHQ�KLJKHVW�SULRULW\��UHODWLYH�WR�WKH�RQHV�WKDW�ZHUH�SKDVHG�RXW�RU�FORVHG�GRZQ
EHIRUH�2FWREHU������
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7KH�UHPDLQLQJ�DUHDV�RI�VXSSRUW�DUH��+HDOWK�SROLF\��'UXJ�SROLF\�DQG�FRQWURO��LQFOXGLQJ�VDIH�DQG
UDWLRQDO�XVH�RI�GUXJV���6XSSRUW�WR�'LVDGYDQWDJHG�$UHDV��$LG�0DQDJHPHQW�DQG�&R�RUGLQDWLRQ�DQG
WKH�3URMHFW�0DQDJHPHQW�8QLW�

� 1IXLSHSPSK]
7KH�SURJUDPPH�KDV�D�ORQJ�KLVWRU\�DQG�WKH�HYDOXDWLRQ�ZLOO�FRYHU�D�SHULRG�RI�DSSUR[LPDWHO\���\HDUV�
7KH�VXSSRUW�KDV�GXULQJ�WKHVH�\HDUV�EHHQ�PRGLILHG��7KH�SURJUDPPH��DV�GLVFXVVHG�LQ�PDQ\�UHSRUWV�
LV�VFDWWHUHG�DQG�WKH�HQWLUH�SURJUDP�GLG�QRW�LQLWLDOO\�KDYH�DQ�LQWHQWLRQ�WR�FUHDWH�OLQNDJHV�RU�LQWHUDF�
WLRQV�EHWZHHQ�WKH�GLIIHUHQW�DUHDV��7KLV�KDV�KRZHYHU�ODWHU�EHHQ�GLVFXVVHG�DQG�HIIRUWV�PDGH�WR
LQFUHDVH�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�DUHDV��,Q�RUGHU�WR�SURYLGH�D�YLDEOH��MXVW�DQG�UHDOLVWLF�SLFWXUH
RI�WKH�DFKLHYHPHQWV�RI�WKH�SURJUDPPH��D�VHOHFWLRQ�RI�PHWKRGV�IRU�WKH�HYDOXDWLRQ�LV�QHHGHG�DV�WKH
DUHDV�KDYH�VOLJKWO\�GLIIHUHQW�DSSURDFKHV�

3ULRU�WR�WKH�PLVVLRQ��WKH�WHDP�OHDGHU�LV�WKHUHIRUH�UHTXHVWHG�WR�YLVLW�+DQRL�DQG�MRLQWO\�ZLWK�6LGD
DQG�02+�DJUHH�RQ�D�ZRUN�SODQ�IRU�WKH�HYDOXDWLRQ��7KLV�LQFOXGHV�PRGDOLWLHV�RI�FRQWDFWV�ZLWK�NH\
SHUVRQV�LQ�9LHWQDP�DV�ZHOO�DV�WKH�WLPLQJ�RI�SURMHFW�YLVLWV��WHDPZRUN�DQG�FRQVXOWDWLRQV�ZLWK�02+
DQG�6LGD�

7KH�HYDOXDWLRQ�VKDOO�EH�PDGH�LQ�FORVH�FROODERUDWLRQ�ZLWK�WKH�0LQLVWU\�RI�+HDOWK��7KH�FRPPHQWV
IURP�0LQLVWU\�RI�+HDOWK�KDYH�EHHQ�LQFOXGHG�LQ�WKHVH�7HUPV�RI�5HIHUHQFH��,W�LV�SURSRVHG�WKDW�WKH
0LQLVWU\�SDUWLFLSDWH�LQ�WKH�LGHQWLILFDWLRQ�RI�QDWLRQDO�FRQVXOWDQWV��KRZHYHU�WKH�7�/�PDNHV�WKH�ILQDO
GHFLVLRQ�GXULQJ�WKH�SODQQLQJ�YLVLW�WR�9LHWQDP�

$V�SDUW�RI�WKH�DVVLJQPHQW�D�VHPLQDU�VKDOO�EH�FDUULHG�RXW�LQ�9LHWQDP�WR�SUHVHQW�WKH�ILQGLQJV�RI�WKH
HYDOXDWLRQ�EHIRUH�WKH�(YDOXDWLRQ�5HSRUW�LV�ILQDOLVHG��7KH�VHPLQDU�VKDOO�EH�KHOG����-DQXDU\������

,Q�FDUU\LQJ�RXW�WKH�DVVLJQPHQW��WKH�WHDP�VKDOO�EH�JXLGHG�E\�WKH�6ZHGLVK�REMHFWLYHV�IRU�GHYHORSPHQW
FR�RSHUDWLRQ��WKH�FRXQWU\�VWUDWHJ\�IRU�FR�RSHUDWLRQ�EHWZHHQ�6ZHGHQ�DQG�9LHWQDP�DV�ZHOO�DV�WKH
IROORZLQJ�IRXU�6LGD�DFWLRQ�SURJUDPPHV�DQG�JXLGHOLQHV�

• 6LGD�SRYHUW\�SURJUDPPH
• 6LGD·V�DFWLRQ�SURJUDPPH�IRU�SURPRWLQJ�HTXDOLW\�EHWZHHQ�ZRPHQ�DQG�PHQ�LQ�SDUWQHU�FRXQWULHV
• 6LGD·V�3ROLF\�RQ�VXVWDLQDEOH�GHYHORSPHQW
• ´-XVWLFH�DQG�SHDFHµ�²�6LGD·V�SURJUDPPH�IRU�SHDFH��GHPRFUDF\�DQG�KXPDQ�ULJKWV
• *XLGHOLQHV�IRU�WKH�DSSOLFDWLRQ�RI�/)$�LQ�SURMHFW�F\FOH�PDQDJHPHQW

 7KH�HYDOXDWRUV�VKDOO�ZRUN�DV�DQ�LQGHSHQGHQW�WHDP��EXW�LQ�FORVH�FRQVXOWDWLRQ�ZLWK�WKH�(PEDVV\�
ZKLFK�WRJHWKHU�ZLWK�02+�ZLOO�DVVLVW�LQ�LGHQWLI\LQJ�UHOHYDQW�LQIRUPDQWV�DQG�SURMHFW�GRFXPHQWV��DQG
SURYLGH�ORJLVWLFDO�VXSSRUW��7KH�UHFRPPHQGDWLRQV�PDGH�DQG�WKH�RSLQLRQV�H[SUHVVHG�E\�WKH�WHDP
VKDOO�EH�WKRVH�RI�WKH�WHDP�DQG�VKDOO�QRW�EH�UHJDUGHG�DV�HPDQDWLQJ�IURP�RU�ELQGLQJ�XSRQ�6LGD�RU�WKH
02+�

 7KH�WHDP�LV�H[SHFWHG�WR�DFW�LQGHSHQGHQWO\�LQ�WKH�SODQQLQJ�DQG�LPSOHPHQWDWLRQ�RI�WKH�DVVLJQPHQW�
7KLV�ZLOO�DOVR�HQFRPSDVV�GLUHFW�FRQWDFWV�ZLWK�WKH�0LQLVWU\�RI�+HDOWK�DQG�RWKHU�DFWRUV�LQYROYHG�LQ
WKH�6LGD·V�KHDOWK�VHFWRU�VXSSRUW�

 )RU�KDYLQJ��D�IXOO�SLFWXUH�RI�WKH�VLWXDWLRQ�LQ�ZKLFK�WKH�SURJUDPPHV�DUH�ZRUNLQJ�LW�LV�H[SHFWHG�WKDW
WKH�WHDP�YLVLW�WKH�SURYLQFHV��GLVWULFWV��FRPPXQHV�DQG�YLOODJHV��KRVSLWDOV��GUXJ�TXDOLW\�FRQWURO
ODERUDWRULHV��VFKRROV�DQG�LQVWLWXWLRQV�WKDW�KDYH�EHHQ�EHQHILWLQJ�IURP�WKH�FR�RSHUDWLRQ��7KH�(PEDVV\
DQG�RU�+HDOWK�'LYLVLRQ�PD\�MRLQ�WKH�WHDP�GXULQJ�YLVLWV�DQG�ILHOG�WULSV�DV�REVHUYHU�
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 'XULQJ�WKH�DVVLJQPHQW�WKH�WHDP�VKDOO�PHHW�DQG�LQWHUYLHZ��EXW�LV�QRW�QHFHVVDULO\�OLPLWHG�WR��UHSUH�
VHQWDWLYHV�RI�WKH�IROORZLQJ�JURXSV�

− 0LQLVWU\�RI�+HDOWK
− 2IILFLDOV�IURP�WKH�$UHDV�DQG�UHODWHG�LQVWLWXWLRQV
− 2IILFLDOV�DW�SURYLQFH���GLVWULFW���FRPPXQH�OHYHO
− ,Q'HYHORS�2IILFH�LQ�8SSVDOD
− /7$
− 6WDII�DW�WKH�(PEDVV\
− 6WDII�DW�6LGD�LQ�6WRFNKROP
− %HQHILFLDULHV

���'SQTSWMXMSR�SJ�XLI�XIEQ
7KH�HYDOXDWLRQ�WHDP�ZLOO�FRPSULVH�RI���LQWHUQDWLRQDO�DQG���9LHWQDPHVH�FRQVXOWDQWV�RI�ZKRP�RQH�LV
DSSRLQWHG�DV�WHDP�OHDGHU��7KH�WHDP�OHDGHU�VKRXOG�KDYH�H[SHULHQFH�LQ�HYDOXDWLRQ�DVVLJQPHQWV�ZLWK
JRRG�NQRZOHGJH�RI�6LGD·V�SROLFLHV��DSSURDFK�DQG�ZRUNLQJ�PHWKRGV��7KH�IROORZLQJ�WHDP�H[SHUWLVH�LV
UHTXLUHG�

���([SHUWLVH�RQ�KHDOWK�V\VWHPV�GHYHORSPHQW�ZLWK�NQRZOHGJH�DQG�H[SHULHQFH�IURP�KHDOWK�SROLF\�
LQVWLWXWLRQDO�DQG�RUJDQLVDWLRQDO�GHYHORSPHQW��PDQDJHPHQW�DQG�SURMHFW�PDQDJHPHQW�

���([SHUWLVH�RQ�SKDUPDFHXWLFDO�DQG�SROLF\�LVVXHV�UHODWHG�WR�UDWLRQDO�DQG�VDIH�XVH�RI�GUXJV��GUXJ�ODZ
GHYHORSPHQW��GUXJ�TXDOLW\�FRQWURO�DQG�PDQDJHPHQW�RI�GUXJ�TXDOLW\�FRQWURO�ODERUDWRULHV�

���([SHUWLVH�RQ�SXEOLF�KHDOWK�FDUH��ZLWK�H[SHULHQFH�IURP�SULPDU\�KHDOWK�FDUH�SURJUDPPH�LQ
GHYHORSPHQW�FRXQWULHV�LQFOXGLQJ�JHQGHU�VSHFLILF�LVVXHV�

���([SHUWLVH�RQ�UXUDO�FRPPXQLW\�GHYHORSPHQW��SDUWLFLSDWRU\�PHWKRGV��35$��DQG�FRPPXQLFDWLRQ�

7KH�9LHWQDPHVH�FRQVXOWDQWV��EHVLGHV�KDYLQJ�JHQHUDO�NQRZOHGJH�DERXW�KHDOWK�VHFWRU�GHYHORSPHQW�LQ
9LHWQDP��VKRXOG�FRYHU��LQ�SDUWLFXODU��LVVXHV�UHODWHG�WR�HWKQLF�PLQRULWLHV�DQG�HTXLW\�LVVXHV�LQ�KHDOWK
SROLF\�GHYHORSPHQW���7KH�9LHWQDPHVH�FRQVXOWDQWV�VKDOO�IDFLOLWDWH�WKH�SODQQLQJ�RI�WKH�PLVVLRQ��DQG
FDUU\�D�VSHFLDO�UHVSRQVLELOLW\�IRU�LGHQWLI\LQJ�DQG�UHYLHZLQJ�UHOHYDQW�GRFXPHQWV�LQ�9LHWQDPHVH�DQG
LGHQWLI\LQJ�SHUVRQV�WR�LQWHUYLHZ��(8�JXLGHOLQHV�IRU�FRVW�QRUPV�IRU�QDWLRQDO�FRQVXOWDQWV�VKDOO�EH
DSSOLHG�

$OO�WKH�WHDP�PHPEHUV�VKDOO�KDYH�FRQVLGHUDEOH�H[SHULHQFH�RI�SUDFWLFDO�DSSOLFDWLRQ�RI�WKH�ORJLFDO
IUDPHZRUN�DSSURDFK��/)$��DQG�SUHIHUDEO\�NQRZOHGJH�LQ�6LGD·V�ZRUNLQJ�PHWKRGV��,W�LV�D�FRQGLWLRQ
WKDW�DW�OHDVW�RQH�LQWHUQDWLRQDO�WHDP�PHPEHU�KDV�WKH�H[SHULHQFH�IURP�ZRUN�LQ�9LHWQDP�IRU�KDYLQJ
DQ�XQGHUVWDQGLQJ�RI�WKH�HQYLURQPHQW�LQ�ZKLFK�WKH�VXSSRUW�KDV�EHHQ�LPSOHPHQWHG�

���8MQI�JVEQI
7KH�DVVLJQPHQW�LV�SODQQHG�WR�WDNH�SODFH�IURP�PLG��6HSWHPEHU�WR�PLG�1RYHPEHU�������DQG
LQFOXGHV�WKH�IROORZLQJ�PLOHVWRQHV�

3UHSDUDWRU\�YLVLW�E\�WKH�WHDP�OHDGHU�WR�9LHWQDP� ����²��������

0LVVLRQ�WR�9LHWQDP� ���6HSWHPEHU²���2FWREHU�����

'UDIW�HYDOXDWLRQ�5HSRUW� ��1RYHPEHU�����
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&RPPHQWV�IURP�WKH�(PEDVV\�DQG�6LGD� ZLWKLQ���ZHHNV�EHIRUH�SUHVHQWDWLRQ�LQ
9LHWQDP

7KH�WHDP�OHDGHU�VKDOO�DUUDQJH�IRU�D�VHPLQDU�LQ�9LHWQDP�WR�UHSRUW�RQ�WKH�PDLQ�ILQGLQJV�RI�WKH
HYDOXDWLRQ��7KH�VHPLQDU�VKDOO�EH�KHOG����-DQXDU\������

)LQDO�UHSRUW� ZLWKLQ���ZHHNV�DIWHU�VHPLQDU�LQ�9LHWQDP�

���6ITSVXMRK
7KH�HYDOXDWLRQ�UHSRUW�VKDOO�EH�ZULWWHQ�LQ�(QJOLVK�DQG�VKRXOG�QRW�H[FHHG����SDJHV��H[FOXGLQJ
DQQH[HV��)RUPDW�DQG�RXWOLQH�RI�WKH�UHSRUW�VKDOO�IROORZ�WKH�JXLGHOLQHV�LQ�6LGD�(YDOXDWLRQ�5HSRUW�²�D
6WDQGDUGLVHG�)RUPDW��VHH�$QQH[������6XEMHFW�WR�GHFLVLRQ�E\�6LGD��WKH�UHSRUW�ZLOO�EH�SXEOLVKHG�DQG
GLVWULEXWHG�DV�D�SXEOLFDWLRQ�ZLWKLQ�WKH�6LGD�(YDOXDWLRQV�VHULHV��7KH�HYDOXDWLRQ�UHSRUW�VKDOO�EH
ZULWWHQ�LQ�:RUG��������IRU�:LQGRZV��RU�LQ�D�FRPSDWLEOH�IRUPDW��DQG�VKRXOG�EH�SUHVHQWHG�LQ�D�ZD\
WKDW�HQDEOHV�SXEOLFDWLRQ�ZLWKRXW�IXUWKHU�HGLWLQJ�

7KH�VHSDUDWH�VXPPDU\�DQG�D�FRPSOHWHG�'DWD�:RUN�6KHHW�VKDOO�EH�VXEPLWWHG�WR�6LGD�DORQJ�ZLWK�WKH
�ILQDO��GUDIW�UHSRUW�
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