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PDWWHUV
DODUJHVKDUH
RIUHVSRQVLELOLW\
IRUVXFKFRQVXOWDWLRQ
UHVWVRQWKHPRUHSRZHUIXO
QHFHVVDULO\
PHPEHUVRIWKH&RPPXQLW\ 7KHLPSOLFDWLRQZDVFOHDUWRIRVWHU
DOOLDQFH
FRKHVLRQSROLWLFDOFRQVXOWDWLRQZDVLPSHUDWLYHDQGWKHVPDOOHUDOOLHVZHUH
HQWLWOHG
WRJHQHURXVWUHDWPHQW
IURPWKHODUJHURQHV
WKHVLWXDWLRQ
GLGQRWLPSURYHPXFKRYHUWKH
'HVSLWHWKLVUHFRPPHQGDWLRQ
QH[WILYH\HDUV&RQVXOWDWLRQRFFXUUHGRQO\RQDQDGKRFEDVLV:KHQWKH
1RUWK$WODQWLF
LQWKHILHOGGXULQJLWVPHHWLQJRI0D\
&RXQFLODVVHVVHG
SURJUHVV
, WKHDOOLHVGHFLGHGWRVHWXSD&RPPLWWHHRQ1RQ0LOLWDU\&RRSHUDWLRQ
LQRUGHUWRLPSURYHDQGH[WHQG
ZKLFKDJDLQZDVWRPDNHUHFRPPHQGDWLRQV
LQ
WKH
ILHOG
7
KHQHHG
IRUVXFKFRRSHUDWLRQZDVDPSO\
FRRSHUDWLRQ
QRQPLOLWDU\
GHPRQVWUDWHG
RI1RYHPEHU, DQGWKHODFNRIFRQVXOWDWLRQ
E\WKH6XH]FULVLV
EHWZHHQWKHSULQFLSDODOOLHVGXULQJWKDWFULVLV
LQWKHUHSRUWRIWKH
UHYHUEHUDWHG
WKUHHZLVHPHQ +DOYDUG/DQJH*DHWDQR0DUWLQRDQG/HVWHU3HDUVRQ
RISROLWLFDORUHFRQRPLFFRQVXOWDWLRQ
,WLVHDV\WRSURIHVV
GHYRWLRQ
WRWKHSULQFLSOH
LQ1$72 ,WLVGLIILFXOW
DQGKDVLQIDFW
EHHQVKRZQWREHLPSRVVLEOH
LIWKHSURSHU
LVODFNLQJ
WRFRQYHUW
7KHUHLVDSUHVVLQJ
FRQYLFWLRQ
WKHSURIHVVLRQ
LQWRSUDFWLFH
LQ1$72 DQLQWHJUDO
IRUDOOPHPEHUV
WRPDNHFRQVXOWDWLRQ
UHTXLUHPHQW
SDUWRIWKH
RIQDWLRQDO
WKLVWKHYHU\H[LVWHQFH
RIWKH1RUWK$WODQWLF
PDNLQJ
SROLF\:LWKRXW
&RPPXQLW\
PD\EHLQMHRSDUG\
7KH IXQGDPHQWDOGLOHPPDKRZ WR UHFRQFLOHWKHLQKHUHQWULJKWRIHDFK
JRYHUQPHQWWR DFWXQLODWHUDOO\ZLWKWKHQHHG IRUDOOLHGFRQVXOWDWLRQDQG
RIWKHWKUHH
ZLVH
FRPPRQSROLFLHVZDV SDSHUHGRYHULQWKHUHFRPPHQGDWLRQV
PHQ7KH HVVHQWLDO
WKLQJIRUHDFKDOO\ZDVWRNHHSLQPLQGDOZD\VWKHLQWHUHVWV
RIWKHDOOLDQFHDQGQRWWR DGRSWILUPSROLFLHVEHIRUH DGHTXDWH DGYDQFH
FRQVXOWDWLRQ KDGWDNHQ

 DGHWKLVLPSRVVLEOH7KH
SODFHXQOHVVFLUFXPVWDQFHV P
WKUHH
DGGHGWKDWWKHLQWHUHVWV
RIWKHDOOLDQFHPHPEHUV
ZHUHQRWFRQILQHG
WRWKH
DUHDFRYHUHGE\WKH7UHDW\ 
 +DUODQ&OHYHODQG1$72 WKHWUDQVDWODQWLF
EDUJDLQ1HZ <RUN +DUSHU  5RZ ,  SS ,,
D



DQG
)RUDJHQHUDOVXUYH\RISROLWLFDOFRQVXOWDWLRQLQWKLVSHULRG)UDQFLV$%HHU,QWHJUDWLRQ
&ROXPEXV
FRPPXQLW\
DQGSURVSHFWV
IRU$WODQWLF
RIDOOLDQFHFRKHVLRQ
LQ1$72 SURFHVVHV
GLVLQWHJUDWLRQ
LQ1$72
2KLR 2KLR 6WDWH8QLYHUVLW\3UHVV,  SS , DQG5RJHU+LOO3ROLWLFDOFRQVXOWDWLRQ
,  SS L
RI,QWHUQDWLRQDO$IIDLUV
7RURQWR &DQDGLDQ,QVWLWXWH
5HSRUWRIWKH&RPPLWWHHRI7KUHHRQ1RQ 0LOLWDU\&RRSHUDWLRQLQ1$72 3DULV1$72
 5HSRUWRIWKH&RPPLWWHHRI7KUHHSS , 
,QIRUPDWLRQ6HUYLFH,  SS ,,



&HHV:LHEHV
%HUW
=HHPDQ
WKHGLOHPPDZDVVWLOO
)LYH\HDUVODWHURQWKHHYHRIWKH&XEDQPLVVLOHFULVLV
1RUWK
$WODQWLF&RXQFLOGHEDWHGLQ$WKHQVWKH
QRWUHVROYHG,Q0D\ , WKH
RI'HIHQVH5REHUW0F1DPDUDIRUDFKDQJHGQXFOHDU
SODQVRIWKH86 6HFUHWDU\
VWUDWHJ\ IOH[LEOHUHVSRQVH 7KLVFRQFHSWRID FRQWUROOHGQXFOHDUZDUZDV
HPEUDFHGRQO\OXNHZDUPO\E\WKH(XURSHDQDOOLHV%ULWDLQDQGWKH8QLWHG
WRQXFOHDUZHDSRQV
6WDWHVSURPLVHGWRFRQVXOWDOODOOLHVEHIRUHWDNLQJUHFRXUVH
EXWWKHJXLGHOLQHVOHIWDFFRUGLQJWR&OHYHODQG DORRSKROHDOPRVWDVZLGHDV
WKHFRPPLWPHQWWLPHDQGFLUFXPVWDQFHV
SHUPLWWLQJ DV&OHYHODQGSXWLW

)LYHPRQWKVODWHU1$72 V SROLWLFDOFRQVXOWDWLRQ
PHFKDQLVPV
ZHUHSXWWRWKH
WHVW
7KH &XEDQ PLVVLOHFULVLV
WKHZRUOGKDV
&XEDDFFRUGLQJWR'HDQ5XVNZDVWKHPRVWGDQJHURXVFULVLV
HYHUVHHQ WKHRQO\WLPHZKHQERWKVXSHUSRZHUV
FDPH H\HEDOOWRH\HEDOO$Q
$PHULFDQGLSORPDWWROGKLV'XWFKFROOHDJXHWKDWWKH8QLWHG6WDWHVORRNHG
WKURXJKDEDUUHORIDJXQ /DZUHQFH.DSODQMXGJHVWKDWLWFRXOGKDYHEHHQD
FDVXVEHOOL2QO\EHFDXVH.KUXVKFKHY
EDFNHGDZD\IURPWKHEULQNZDVDPDMRU
ZDUEHWZHHQWKH6RYLHW8QLRQ DQGWKH8QLWHG6WDWHVDQGWKXV1$72
,QD VWULFW
VHQVHWKH&XEDQ PLVVLOHFULVLVZDVQRWD FULVLVGLUHFWO\
DYHUWHG
1$72 &XED LVVLWXDWHGLQDQDUHDMXVWVRXWKRIWKH7URSLFRI
WKUHDWHQLQJ
&DQFHUZKLFKLVRXWVLGHWKHWHUULWRULDO
VFRSHRIWKHDOOLDQFH%XWWKHJUDYH
UHSHUFXVVLRQV
LQYROYHGFOHDUO\PDGHLWDFULVLVWKUHDWHQLQJ
QRWMXVWWKH8QLWHG
6WDWHVEXWDOVR LWV(XURSHDQDOOLHVDQG WKXVFOHDUO\QHFHVVLWDWLQJ
SROLWLFDO
FRQVXOWDWLRQ
XQGHU$UWLFOH
WKHFULVLVHUXSWHGDW D FULWLFDOPRPHQWLQ 1$72 V GH
)XUWKHUPRUH
IURPFHQWULIXJDO
IRUFHV
YHORSPHQW$OOLHGXQLW\ZDVXQGHUVWUDLQ
FDXVHGE\WKH
%HUOLQFULVLVRI,, GH*DXOOH VFKDOOHQJHVWR$PHULFDQOHDGHUVKLSDQGWKH
7KHEXLOGLQJRIWKH%HUOLQ:DOODQGWKH8QLWHG
SUREOHPVRIQXFOHDUVKDULQJ
6WDWHV I HHEOH
UHDFWLRQ
WRLWKDGEHHQELWWHUO\
UHVHQWHG
E\WKH*HUPDQ&KDQFHOORU
.RQUDG $GHQDXHUDQG WKH)UHQFK3UHVLGHQW&KDUOHVGH *DXOOH VKDUHG
$GHQDXHU VUHVHQWPHQW
WRWKH8QLWHG6WDWHV
'HSORULQJ(XURSHDQVXEVHUYLHQFH
GH*DXOOHKDGWULHGWRUHFRQVWUXFW
:HVWHUQ(XURSHXQGHU)UHQFKOHDGHUVKLS
7KHVHFHQWULIXJDO
WHQGHQFLHV
ZHUHFRXQWHUDFWHG
WRDQH[WHQWE\SODQVWRPDNH
1$72 WKHIRXUWKQXFOHDUSRZHULQ 'HFHPEHU , WKH1RUWK$WODQWLF
&RXQFLOSXWXQGHUVWXG\DSODQWRFUHDWHDPXOWLODWHUDO
QXFOHDUIRUFHMRLQWO\
RIWKHDOOLHVERGHGLOOIRUWKH
RZQHGE\WKH(XURSHDQDOOLHVEXW WKHUHDFWLRQV
UHDOL]DWLRQRIWKHVFKHPH*LYHQWKLVWHQVHVLWXDWLRQ
LQLQWHUDOOLHG
UHODWLRQV
LW
ZDVFOHDUWKDWWKH&XEDQFULVLV
FRXOGKDYHJUDYHUHSHUFXVVLRQV
IRUWKHDOOLDQFH
%XWWKH&XEDQFULVLV
GHPRQVWUDWHG
WKDWWKH$PHULFDQDGPLQLVWUDWLRQ
DWWDFKHG
OLWWOHLPSRUWDQFHWRPHDQLQJIXOFRQVXOWDWLRQZLWKLWV1$72 DOOLHV:KHQ



&OHYHODQG1$72 S ,
5XVNDVTXRWHGLQ-*%OLJKW-61\H-UDQG' $:HOFK 7KH &XEDQ PLVVLOHFULVLVUHYLVLWHG LQ
$IIDLUV
9RO 1R V)DOO , S  )XUWKHU' 'LMNVPDQDQG-+RHGHPDQ 'H *URWH
)RUHLJWW
WLOH8Q]LWHG
6WDWHV
.QDO  LQ'H +DDJVH3RVW,R 2FW , S  DOVR/DZUHQFH6.DSODQ1$72 DWQG
DOOLDQWFH%RVWRQ0DVV 7ZD\QH ,  S 
WOLHHQWGXULQWJ



+ROODQGDQG1$72
3UHVLGHQW
-RKQ).HQQHG\DQQRXQFHGWKHEORFNDGHRI&XEDLQKLVVSHHFKRI
EHIRUHKDQG
DERXWWKH
RQO\PLQXWHV
2FWREHU, WKHDOOLHVZHUHLQIRUPHG
LPSRUWDQW
GHYHORSPHQWV
ZKLFKOHGWRWKLVGUDVWLF
GHFLVLRQ7KH\KDGEHHQWROG
QRWKLQJDERXWWKHGLVFRYHULHV
E\$PHULFDQ8 SODQHVRIWKH6RYLHWURFNHW
ODXQFKHUV
RQ&XEDQVRLO7KH'XWFKHPEDVV\LQ:DVKLQJWRQUHSRUWHG
EHIRUH
LQ
WKHEURDGFDVWRI.HQQHG\ VVSHHFKWKDWWKHUHZDVIUHQ]LHG
SROLWLFDODFWLYLW\
KDGTXLFNO\FRQVXOWHGWKH%ULWLVKDQG)UHQFK
:DVKLQJWRQ(PEDVV\RIILFLDOV
ZKRVDLGWKH\WRRZHUHEHLQJNHSWLQWKHGDUN2QO\MXVWEHIRUH
DPEDVVDGRUV
WKHVSHHFKZHUHWKH1$72 DPEDVVDGRUVEURXJKWXS WRGDWHE\8QGHU
RI6WDWH*HRUJH%DOO$WWKHVDPHWLPHWKH1RUWK$WODQWLF&RXQFLO
6HFUHWDU\
LQ3DULVZDVEULHIHG
E\'HDQ$FKHVRQZKRKDGEHHQVHQWRQDVSHFLDOPLVVLRQ
E\.HQQHG\
7KLVIRUPRIFRQVXOWDWLRQGXEEHGE\&OHYHODQG FRQVHQWEXLOGLQJ
QRWLIL
FDWLRQDIWHU
WKHIDFW FUHDWHGDOPRVWXQLYHUVDO
UHVHQWPHQW
DPRQJWKHDOOLHV,Q
/RQGRQWKH'XWFKDPEDVVDGRU
%HQWLQFN
OHDUQHGIURPWKH3HUPDQHQW
8QGHU
DWWKH)RUHLJQ2IILFH6LU+DUROG&DFFLDWKDW0DFPLOODQKDGEHHQ
6HFUHWDU\
RQO\SDUWO\LQIRUPHG
E\86 DPEDVVDGRU%UXFHDERXW.HQQHG\ VVSHHFK7KH
)RUHLJQ2IILFHZDVSDUWLFXODUO\
ZRUULHGDERXWWKHSRVVLEOHFRQVHTXHQFHVIRU
WKLVWDONZDVWKDWWKH%ULWLVK
%HUOLQ%HQWLQFN V
VWUDLJKWIRUZDUG
LPSUHVVLRQ
DIWHU
&DELQHWKDGEHHQXQSOHDVDQWO\
DIIHFWHG
E\WKH$PHULFDQPHDVXUHV
ZDVOLNHZLVHYHU\GLVWXUEHGDERXWWKHODFNRI
7KH$GHQDXHUJRYHUQPHQW
EHIRUH.HQQHG\JDYHKLVVSHHFK7KHUHZDV
FRQVXOWDWLRQDQGLQIRUPDWLRQ
ZLGHVSUHDGIHDULQ%RQQWKDW86 DFWLRQZRXOGSURYRNHWKH6RYLHW8QLRQLQWR
PDMRUDFWLRQRYHU%HUOLQD EHOHDJXHUHG FLW\ZKLFK.KUXVKFKHYWHUPHG
WKHWHVWLFOHV
RIWKH:HVW 5RYLQJDPEDVVDGRU$FKHVRQKDGWRFDOP$GHQDXHU
GRZQ'H *DXOOHIRUKLVSDUWDOVRIHDUHGWKDWWKH86 DGPLQLVWUDWLRQ
PLJKW
KLP
ZLWK0RVFRZDW(XURSH VH[SHQVH$V$FKHVRQEHJDQWREULHI
FRPSURPLVH
MXVWEHIRUH.HQQHG\ VVSHHFKGH*DXOOHDVNHGDSUHOLPLQDU\
TXHVWLRQDVLIWR
 0D\ZHEHFOHDUEHIRUH
KHVDLG$UH\RX
JHWWKHUHFRUGVWUDLJKW
\RXVWDUW
RULQIRUPLQJ
PH"$FKHVRQFRQIHVVHG
WKDWKHZDVWKHUHWRLQIRUP
FRQVXOWLQJ
EXW
QRWFRQVXOW1RQHWKHOHVVGH*DXOOHJDYHKLVVXSSRUWDVDQLQGHSHQGHQW
OR\DODOO\
WKH,WDOLDQ3ULPH
2WKHUVPDOOHUDOOLHVJDYHVLPLODUUHDFWLRQV)RULQVWDQFH
3DULV WR
 /XQV 2FW, 6$,
:DVKLQJWRQWR
 /XQV 2FW, DQG6FKXUPDQQ
6FKLII
$FKHVRQ
GHDQRIWKH1$72 DPEDVVDGRULDO
WKHQ
GH6WDHUFNH
WR$QGUH
FRUSV
, &XED$FFRUGLQJ
DQG
FRQFOXGHV
7KH\KDGQRWDQG.LUJLV
KDGDQ\REMHFWLRQV
WKH\
DVNHGWKHDOOLHVZKHWKHU
ZLWK
KDGGLVDJUHHG
HYHQLIWKH\
WKHFLUFXPVWDQFHV
ZRXOGQRWKDYHGRQHVRXQGHU
>WKH\@
XQGRXEWHGO\
GHFLVLRQPDNLQJ 
RIQDWLRQDO
DVDFRPSRQHQW
SODQ &I.LUJLV1$72 FRQVXOWDWLRQV
WKH$PHULFDQ
1$72 SS
 &OHYHODQG
S



, &XED
,
, 6$
 2FW
/RQGRQWR
 /XQV
%HQWLQFN
L 1RY
,
WR/ XQV
9DQ5RLMHQ:DVKLQJWRQ
, DQG
 2FW
%RQQWR
 /XQV
&I9DQ,WWHUVXP
RIWKH
PHHWLQJ
RQHPHUJHQF\
1RWHV
UHPDUN
.KUXVKFKHY
V RQ%HUOLQ
6$, , &XED)RU

RI16&
V
)LOH7RP-RKQVRQ QRWHV
6HFXULW\
 $XJ, 1DWLRQDO
&RXQFLO
6HFXULW\
1DWLRQDO

/%-/LEUDU\ $OVR.RQUDG
7H[DV KHUHDIWHU
$XVWLQ
/LEUDU\
%-RKQVRQ
%R[ /\QGRQ
0HHWLQJV
7KHIDLOHG
&RVWLJOLROD
'9$,  SSL )UDQN
6WXWWJDUW

(ULQQHUXQJHQ
$GHQDXHU
9RO1R6XPPHU
+LVWRU\
(XURSH 'LSORPDWLF
IRU
DQGWKHVWUXJJOH
GH*DXOOH
.HQQHG\
GHVLJQ
3ORQ
, 
3DULV
HWFDUQHWV
MDQYLHU
QRWHV
/HWWUHV
GH*DXOOH
, S &KDUOHV
GH9FHPEUH
/RQGRQ
FULVLV
PLVVLOH
WLOH
&XEDQW
RIWLOH
VWRU\
RI2FWREHU
PLVVLOHV
SS DQG(OLH$EHO7KWH
0DF*LEERQ .HH,  SS,




,)& 

&HHV:LHEHV
%HUW=HHPDQ
0LQLVWHU)DQIDQLVWURQJO\FDVWLJDWHG.HQQHG\ VEHKDYLRXUDQGZDV FULWLFDO
DERXWWKHODFNRIFRQVXOWDWLRQ
+HZDVMRLQHGE\KLV&DQDGLDQFROOHDJXH-RKQ
DQGWKH%HOJLDQ)RUHLJQ6HFUHWDU\
DQGIRUPHU
'LHIHQEDNHU
6HFUHWDU\*HQHUDO
RI1$72 3DXO+HQUL6SDDN )UDQFKHPHQWMH Q \FRPSUHQGVSDVJUDQGH
FKRVH 'LHIHQEDNHU
ZDVVRIHDUIXO
RI HQWUDSPHQWWKDW
 KHEDUUHG86 6WUDWHJLF
$LU&RPPDQGERPEHUVIURPXVLQJ&DQDGLDQDLUILHOGV
GXULQJWKHFULVLVDQG
LQLWLDOO\
UHIXVHG
WRSXW&DQDGLDQDLUGHIHQFHIRUFHV
RQIXOODOHUW)RU2WWDZDLW
ZDVDQHVSHFLDOO\XQHDV\H[SHULHQFHEHFDXVHWKH1RUWK$PHULFDQ$LU'HIHQFH
125$'  DJUHHPHQWVWLSXODWHGGLUHFWDQGLPPHGLDWHFRQVXOWDWLRQ
2WWDZD
OLNHWKHRWKHUDOOLHVZDVLQIRUPHGRIWKH&XEDQEORFNDGHRQHKRXUSULRUWR
.HQQHG\ VVSHHFK7KH 7XUNLVKJRYHUQPHQWZDV RXWUDJHGDQG H[WUHPHO\
IRUWKH\IHDUHG
WKDW.HQQHG\ZRXOGEHZKHHOLQJDQGGHDOLQJZLWKWKH
ZRUULHG
PLVVLOHV
-XSLWHU
VWDWLRQHGRQ7XUNLVKWHUULWRU\
'LG WKH'XWFKHQUROLQWKLVFKRUXVRIFULWLFLVP"
7KHGD\DIWHU.HQQHG\ V
ZDVDOUHDG\LQVWUXFWHG
QRWWRSOHGJH
VSHHFKWKH'XWFK1$72 UHSUHVHQWDWLYH
DEVROXWHVROLGDULW\ Z
EXWRQO\WRVKRZKLVXQGHUVWDQGLQJ
 LWKWKH$PHULFDQV
DQGVXSSRUW )RUHLJQ6HFUHWDU\
GH4XD\WKDW
-RVHSK/XQVWROG3ULPH0LQLVWHU
KHGLVDJUHHGZLWK$PHULFDQSROLF\'H 4XD\ ZDVXQDEOHWRFRPPHQWRQ
.HQQHG\ VVSHHFKLQSDUOLDPHQW
EHFDXVHKHGLGQRWKDYHDFRS\RIWKHVSHHFK
RIWKH&DELQHW/XQVGLGQRWDWWHQG
2Q 2FWREHUWKHUH
ZDVDVSHFLDOPHHWLQJ
IRUKHUHIXVHGWREUHDNRIIKLVKROLGD\DQ DWWLWXGHLQVWDUNFRQWUDVWWRWKH
XUJHQF\DQGSDQLFH[SHULHQFHGLQRWKHU:HVWHUQFDSLWDOV7KH'XWFK&DELQHW
GLGQRWIHDUDPDMRUHVFDODWLRQDQGGHFLGHGWRVXSSRUW.HQQHG\ VSROLF\DVD
OR\DODOO\WKRXJKGLVDSSURYDOZDVYRLFHGZLWKUHVSHFWWRKLVVSHHFK6HYHUDO
PHPEHUVZHUHSX]]OHGZK\WKH3UHVLGHQW
KDGQRWPHQWLRQHG1$72 7KHUH
ZHUHFRPSODLQWVWKDWWKH1RUWK$WODQWLF&RXQFLOKDGQRWEHHQEULHIHGLQ
DGYDQFH 7KH &DELQHWUHFRJQL]HGWKDW&XED ZDV RXWVLGH1$72 V VWULFW
LQ%HUOLQ'H
WHUULWRULDO
VFRSHEXWWKHFULVLVPLJKWKDYHVHYHUHUHSHUFXVVLRQV
KDGEHHQYRLFHGGXULQJDPHHWLQJ
4XD\VWDWHGWKDWWKHVDPHVWURQJFULWLFLVP
KDG
RIWKH1RUWK$WODQWLF&RXQFLORQ 2FWREHUDQGWKH86 UHSUHVHQWDWLYH
)URP
IXWXUH
SURPLVHGWRNHHSWKHDOOLHVXSWRGDWHDVUHJDUGHG
GHYHORSPHQWV
RQH
WKHQRWHVWKH6HFUHWDU\
RIWKH'XWFK&DELQHWPDGHGXULQJWKHVHPHHWLQJV
FDQLQIHU
WKDWWKHPLQLVWHUV
GHEDWHGDQGSHUKDSVHYHQVHULRXVO\
FRQVLGHUHGWKH
LGHDRIQRWVXSSRUWLQJ
.HQQHG\DWDOO/XQVODWHUREVHUYHG
KRZHYHUWKDWLIWKH
RWKHUDOOLHVKDGGLVVRFLDWHG
WKH6RYLHW8QLRQZRXOGKDYHJDLQHGD
WKHPVHOYHV
PDMRUSV\FKRORJLFDOYLFWRU\




9DQ9UHGHQEXUFK 5RPH  WR/XQV DQG 2FW , 7HL[HLUD %UXVVHOV WR/XQV 2FW ,
+DJHQDDU $QNDUD WR/XQV 2FW , DQG/RYLQN 2WWDZD  WR/XQV 2FW , 6$ ,
, &XED DQG(PEDVV\2WWDZD WR/XQV 2FW , &RGH , 'HSW $UFKLYHV%R[ 
10)$  86 DPEDVVDGRU
&XED FULVLV3DUW,1HWKHUODQGV0LQLVWU\RI)RUHLJQ$IIDLUVKHUHDIWHU
5HLQKDUGWGHVFULEHG)DQIDQL VDWWLWXGHDV IODEE\ 
)LOH)LFKH, 'XWFK

0LQXWHV
PHHWLQJ
1R  2FW, &DELQHW
&DELQHW
1DWLRQDO$UFKLYHV7KH+DJXH DQG0HPRUDQGXPE\'1: 1R ,   2FW , 6$ ,,,
,, 

&XED

'U5.9LVVHU
, &XEDDQGOHWWHU
 2FW , 6$,
E\/XQVIRU&DELQHW
 0HPRUDQGXP
3ULPH0LQLVWHU V2IILFH WRWKHDXWKRUV 1RY , &ULWLFLVPZDVDOVRFDJLO\YRLFHGLQWKH'XWFK
YDQ
KHWPLQLVWHULH
YDQW
\HDUERRN6HH 0LQLVWHULHYDQ%XLWHQODQGVH=DNHQ-DDUERHN
IRUHLJQPLQLVWU\
,  SS 
=DNHWQV*UDYHQKDJH6WDDWVXLWJHYHULM
%XLWHQODQGVH



+ROODQGDQG1$72
2QH LVOHGWRFRQFOXGHWKDWQRDGYDQFHFRQVXOWDWLRQQRUPDMRUIORZVRI
LQIRUPDWLRQ
WRWKHDOOLHVWRRNSODFH7KH8QLWHG6WDWHVUDQWKLVVKRZDQGWKH
DQGKRSHIRUWKHEHVW
DOOLHVJUHDWRUVPDOOKDGWRORRNRQIURPWKHVLGHOLQHV
,WLVQRWVXUSULVLQJ
WKDWWKH$PHULFDQVXJJHVWLRQ
WKHUHIRUH
WKDW1$72 VKRXOG
JRRQDKLJKOHYHORIDOHUWGLGQRWPHHWZLWKDIDYRXUDEOH
UHVSRQVH
$OO1$72
PHPEHUVWRRNWKHVDPHYLHZDQGFRQVHTXHQWO\
WKHUHZDVQRPRELOL]DWLRQRI
1$72 IRUFHV
7KHODFNRIFRQVXOWDWLRQ
DOVRDSSOLHGWRWKHFUXFLDO
VHFUHW
GHFLVLRQWRUHPRYH
WKH-XSLWHU
PLVVLOHVIURP7XUNH\LQWKHZDNHRIWKHFULVLV7KLVGHFLVLRQZDV
DSROLWLFDOUDWKHU
WKDQDPLOLWDU\
RQH7KHPLVVLOHV
ODFNHGPLOLWDU\
XWLOLW\
DQG
ZHUHREVROHWHWKH\ZHUHEDVHGRQROGOLTXLGIXHO
V\VWHPVDQGQRERG\FRXOG
HYHQEHVXUHLIWKH\ZHUHRSHUDEOH%XWWKHPLVVLOHV
ZHUHDQLQWHJUDO
SDUWRIWKH
86 1$72 FRPPLWPHQW
DQGDV*HRUJH%DOOKDVFRUUHFWO\
QRWHG:DVKLQJWRQ
FRXOGQRWWUDGHRIIHTXLSPHQWFRPPLWWHG
RILWV
E\1$72 WRVHUYHLQWHUHVWV
RIRXU:HVWHUQDOOLHV DOO WKHPRUH
RZQZLWKRXWXQGHUFXWWLQJ
WKHFRQILGHQFH
VRDVWKHWXUQRYHU
RIWKH-XSLWHUV
WRWKH7XUNLVKDUP\KDGDFWXDOO\WDNHQSODFH
RQ 2FWREHUWKHGD\RI.HQQHG\ VVSHHFKDQQRXQFLQJ
WKH&XEDQEORFNDGH
7KH 'XWFKDPEDVVDGRULQ:DVKLQJWRQKDGEHHQWROGXQHTXLYRFDOO\WKDW
%XW
.HQQHG\ZRXOGQHYHUWHDUGRZQWKHREVROHWHEDVHQHDU6RYLHWWHUULWRU\
W
RIROORZ
WKH$PHULFDQDGPLQLVWUDWLRQ
SURFHHGHG
H[DFWO\WKLVFRXUVH.HQQHG\
DWDIXWXUH
GDWH
JDYHDKHGJHGSURPLVHWRWKH6RYLHWVWRZLWKGUDZWKH-XSLWHUV
WRRNSODFHZLWKWKHRWKHUDOOLHV(YHQWKH
DQGDJDLQQRDGYDQFHFRQVXOWDWLRQ
7XUNVZHUHQRWFRQVXOWHG
WKRXJK:DVKLQJWRQIHDUHGWKDWZLWKGUDZDORIWKH
PLVVLOHV
FRXOGOHDGWRWKHIDOORIWKH7XUNLVKJRYHUQPHQW
ZLWKRXWQRWLI\LQJ
VHYHUDOVFHQDULRV
FLUFXODWHG
1$72
$FFRUGLQJO\
ZKHUHE\
LQDGYDQFHDVHFUHW
$PHULFDQ6RYLHWDJUHHPHQW
DERXWWKH-XSLWHUV
ZRXOGWDNH
WKH
SODFHDOWKRXJK:DVKLQJWRQNQHZWKDWD IRUPDOVZDSZRXOG IULJKWHQ
FRQILUP
7XUNLVKDQG'XWFKJRYHUQPHQWV
GH*DXOOH VHDUOLHU
*HUPDQ%ULWLVK
HYDOXDWLRQDQGXQGHUPLQH1$72 V SROLWLFDOPRUDOH1HYHUWKHOHVVLWZDV
GHFLGHGLQWKH:KLWH+RXVHQRWWRFRQVXOW1$72 DQGDPEDVVDGRU7KRPDV
QRWWRKLQWRIDQ\>86@UHDGLQHVV
WRPHHW
)LQOHWWHU
ZDVLQVWUXFWHG
XQUHVHUYHGO\
6RYLHW
>WKH@
-XSLWHU
SURSRVDO
,QLWVILQDODQDO\VLVRIWKH&XEDFULVLV
WKH'XWFK0LQLVWU\
RI)RUHLJQ$IIDLUV
LQLWVHIIRUWV
REVHUYHGWKDW
WKH86JRYHUQPHQW
KDGEHHQVXFFHVVIXO
WRNHHS&XED
&I+DUROG0DFPLOODQ$WWKHHQGRIWKHGD\ /RQGRQ 0DFPLOODQ, SS, 0DFPLOODQ V
REVHUYDWLRQWKDWWKHRWKHUDOOLHV KDG QRUHDOJULHYDQFHDERXWQRQFRQVXOWDWLRQ LVFOHDUO\DWYDULDQFH
ZLWKRXULQIRUPDWLRQ&I0DFPLOODQ$WWKHHQGRIWKHGD\SS ,JJR
 *HRUJH:%DOO 7KHSDVWKDVDQRWKHU
SDWWHUQPHPRLUV1HZ <RUN/RQGRQ 1RUWRQ L  SS
DQG5D\PRQG/*DUWKRII
RQWKH&XEDWQ
PLVVLOH
FULVLV:DVKLQJWRQ'& %URRNLQJVL 
5HIOHFWLRQV
S$OVR &RPPLWWHHRQ)RUHLJQ5HODWLRQV([HFXWLYH6HVVLRQVRIWKH6HQDWH)RUHLJQ5HODWLRQV
&RPPLWWHH9ROXPH ;9 WK&RQJUHVV)LUVW6HVVLRQ :DVKLQJWRQ*32 L SS ,
 9DQ5RLMHQ :DVKLQJWRQ WR/XQV 2FW L DQG+DJHQDDU $QNDUD WR/XQV 2FW L
6$ , , &XED )RUWKH-XSLWHUV%DUWRQ-%HUQVWHLQ7KH &XEDQ PLVVLOHFULVLVWUDGLQJWKH
LQ7XUNH\" 3ROLWLFDO6FLHQLFH
-XSLWHUV
4XDUWHUO\
9RO 1R L 6SULQJLJ SS,
 %HUQVWHLQ7KH &XEDQ PLVVLOHFULVLV SS L,,
DQG%HUQG*UHLQHU.XED.ULVH7DJHLP2NWREHU
$QDO\VHQ
'RNXPHQWH
=HLWXQJHQ1UGOLQJHQ*UHQRL SS ,  $VUHJDUGVWKH
-XSLWHUVDVZDSZRXOGSUREDEO\KDYHSOHDVHG&DQDGD ,WDO\%HOJLXP*UHHFH'HQPDUNDQG
1RUZD\ )RUWKHVHFUHW
-XSLWHUGHDODQGDSRVVLEOHUROHIRU)DQIDQL*UHJJ+HUNHQ&RXQFLOVRIZDU
1HZ <RUN $OIUHG.QRSIL S





&HHV:LHEHV
%HUW=HHPDQ
IURPEHLQJGHDOWZLWKLQ1$72 7KH RWKHUDOOLHVZHUHQRWDGHTXDWHO\
LQIRUPHG
RUFRQVXOWHGDERXW.HQQHG\ VVSHHFKWKHUHPRYDORIWKH-XSLWHUV
RU
WKH FRQWHQWVRI WKH VHFUHW.HQQHG\.KUXVKFKHYFRUUHVSRQGHQFHZKLFK
FRQWDLQHGDWOHDVWHLJKWOHWWHUV
7KH'XWFKDQG FOHDUO\WKH\ZHUHQRWWKH
RQO\RQHVXQHTXLYRFDOO\ GHSORUHGWKH$PHULFDQDWWLWXGHLQWKHLURSLQLRQD
KDGWREHGHDOWZLWKLQWKHIUDPHZRUN
PDMRUFULVLVLQ(DVW:HVWUHODWLRQV
RI
1$72 %XWDV&RVWLJOLRODKDVFRQFOXGHGWKH3UHVLGHQW
VDZQRQHHGIRUVXFK

FRQVXOWDWLRQ

7KRXJKWKHPLQLVWU\
DFNQRZOHGJHGWKDWFRQVXOWDWLRQV
PLJKWKDYHSURGXFHG
REVWDFOHVLWDOVRQRWHGWKDWPDQ\YRLFHVLQ1$72 FDSLWDOVZHUHVD\LQJWKDW
FRQVXOWDWLRQV
KDGWREHEURDGHQHG7KLVPHWZLWKZDUPDSSURYDOIRUWKH
'XWFK ZHUH HQWKXVLDVWLFVXSSRUWHUVRISROLWLFDOFRQVXOWDWLRQ'HVSLWH WKH
RIWKHSUHFHGLQJZHHNVFRQVXOWDWLRQ
D
VREHULQJH[SHULHQFH
ZDVVWLOOFRQVLGHUHG
PHDQVWRFKHFNWKHODUJHVW1$72 DOO\DQGWKXVWRUHGXFHWKHGDQJHURI
HQWUDSPHQW
,QUHWURVSHFW
KDVEHHQ
SROLWLFDOFRQVXOWDWLRQ
GXULQJWKH&XEDQPLVVLOHFULVLV
HYDOXDWHGLQGUDPDWLFDOO\
GLIIHUHQW
ZD\V0DQOLR%URVLR1$72 6HFUHWDU\
WKH&XEDQHSLVRGHDEULOOLDQW
*HQHUDOIURP, WR,, FRQVLGHUV
H[DPSOHRI
WLPHO\VKDULQJRILQIRUPDWLRQ
E\WKH8QLWHG6WDWHV ZKHUHDV-DPHV1DWKDQ
RIVXSSRUWWKHDOOLDQFHUHFHLYHG
FRQFOXGHVWKDWLQVSLWHRI(XURSHDQJHVWXUHV

DVKRFNIURPZKLFKLWGLGQRWUHFRYHU 
7KHOHDVWWKDWRQHFDQFRQFOXGHLVWKDWLQ, WKHUHODWLRQV
EHWZHHQWKHVPDOO
DOOLHVDQGWKHODUJHVWDOOLDQFHSRZHUZHUHSULPDULO\
VWUXFWXUHG
KLHUDUFKLFDOO\
(YHQWKH%ULWLVK
UHDFKHGWKLVFRQFOXVLRQ7KHPDMRULPEDODQFHLQSRZHUWHUPV
EHWZHHQWKH8QLWHG6WDWHVRQWKHRQHKDQGDQGLWV DOOLHVRQWKHRWKHU
H[HUFLVHGDPDMRUOLPLWDWLRQ
RQWKHLQIOXHQFH
VPDOOHUDOOLHVFRXOGH[HUWLQWKH
RIWKH,V ,QKLV$QQXDO5HYLHZIRU, WKH%ULWLVK
DPEDVVDGRU
EHJLQQLQJ
LQ7KH+DJXH$QGUHZ1REOHDSWO\VXPPDUL]HG
RIWKHDOOLDQFH7KH
WKHVWDWH
'XWFKUHDOLVHHYHQPRUHFOHDUO\WKDQZHGRWKDWLQ, WKHOHVVHU3RZHUVWR
ZKLFKZHQRZERWK>VLF@EHORQJKDYHOLWWOH
LQIOXHQFH
RQWKHSROLFLHVDQGDFWLRQV
RIWKHQXFOHDUJLDQWV&XEDPDGHWKDWYHU\FOHDU 
7KLVVWDWHRIDIIDLUV
KRZHYHUZDVQRW\HWWROHDGWRFORVHULQWHUDOOLHG
FRQVXOWDWLRQV
EHWZHHQWKHVPDOOHUSRZHUVDQGWKXVWRD PRUHLQGHSHQGHQW
SRVWXUH7KHUHZDVQR URRPIRUVXFKDQLQGHSHQGHQWSRVWXUH\HWH[FHSW
\HDUV
ILUVW
ILIW\
ERPELQWKH
DERXWWKWH
)RUVRPHUHJUHWV0F*HRUJH %XQG\'DQJHUDQGVXUYLYDOFKWRLFHV
1HZ <RUN 5DQGRP+RXVH ,  SS

&XED &RVWLJOLROD 7KH IDLOHGGHVLJQ 
,,
0HPRUDQGXPE\'1:  2FW , 6$ ,,,
FRQFOXGHVKRZHYHUWKDW,IWKH6RYLHW8QLRQ KDGQRWVWDUWHGDGLSORPDWLF
S  %XFKDQULJKWO\
LQ:DVKLQJWRQIRUKLJKOHYHOFRQVXOWDWLRQDPRQJ
WKHQWKHODFNRIDQ\VWDQGE\DUUDQJHPHQWV
UHWUHDW
WKH1$72 DOOLHVZRXOGKDYHEHHQVHHQDVDFOHDUDQGGDQJHURXVZHDNQHVV %XFKDQ&ULVLV
S
PDQDJHPHQW
9RO L1R 0D\-XQH,
 &I0DQOLR %URVLR &RQVXOWDWLRQDQGWKH$WODQWLFDOOLDQFH 6XUYLYDO
9RO  1R 
KRXUQRZ  :RUOG3ROLWLFV
S LL DQG-DPHV$1DWKDQ 7KH PLVVLOHFULVLVKLVILQHVW
-DQ, S  +LOOFRPPHQWVWKDW$OOLHG FRQVXOWDWLRQVLQWKLVFULVLVZHUHDVLQWHQVLYHDV
ZRXOGSHUPLW EXWDOVRQRWHVFRUUHFWO\LQUHODWLRQWR%URVLR VHYDOXDWLRQWKDWD PDMRU
FLUFXPVWDQFHV
RIHQJDJLQJLQFRQVXOWDWLRQV &I
SRZHUPD\KDYHDJUHDWGHDOWRJDLQIURPJLYLQJWKHLPSUHVVLRQ
LQ1$72 SS , LR
+LOO3ROLWLFDOFRQVXLOWDWLRQ

$QQXDO5HYLHZIRU, &1 ,2,,, 
 $QGUHZ1REOH WR/RUG+RPH 1HWKHUODQGV)RUHLJQ2IILFH
2WWDZD
9RO 'HSW RI([WHUQDO$IIDLUV
-DQ, )LOH,
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+ROODQGDQG1$72
SRVVLEO\LQ )UDQFHZKHUH.HQQHG\ VSROLFLHVXQGRXEWHGO\UHLQIRUFHGGH
*DXOOH VFRQYLFWLRQWKDW)UDQFHKDGWREHPRUHLQGHSHQGHQWSUHIHUDEO\
ZLWK
LWV:HVW(XURSHDQQHLJKERXUV
EXWLIQHFHVVDU\
DORQH
3DUDGR[LFDOO\GH*DXOOH VLQGHSHQGHQW
SRVWXUHFUHDWHGWKHRSSRVLWHRIWKH
UHVXOW
KHZDQWHG'XWFKIHDU
RIGH*DXOOH VLQWHQWLRQV
WKHFUHDWLRQ
SUHYHQWHG
RI
DFRQWLQHQWDO
$PHULFDQGRPLQDQFHWR
JURXSLQJWKH'XWFKFOHDUO\SUHIHUUHG
)UHQFK7KHUHZDVDOVRUDWKHU
OLPLWHGURRPIRUPDQRHXYUHLQIRUHLJQ
SROLF\
IRUVPDOODOOLHV)RULQVWDQFH
DIWHU
VKRUWO\
WKHFULVLV
WZR1RUZHJLDQVKLSVVDLOHG
IRU&XEDZLWKJUDLQDQGRLO7KH86 DPEDVVDGRULQ2VOR:KDUWRQPDGHLW
DOOWRRFOHDUWKDWWKHVHVKLSVVKRXOGDOWHUWKHLU
FRXUVHRUHOVH2UHOVH" DVNHGWKH
WKDW:DVKLQJWRQZRXOG
PLQLVWHU
:KDUWRQWROGKLPIODWO\
1RUZHJLDQIRUHLJQ
RIZHDSRQV
FXWRIIGHOLYHULHV
7RVXPXS3ROLWLFDOFRQVXOWDWLRQ
WRRNSODFHGXULQJWKH&XEDQPLVVLOH
KDUGO\
FULVLV
LWVVPDOOHU
DOOLHVLIDQG
7KH8QLWHG6WDWHV
DFWHGXQLODWHUDOO\
RQO\QRWLI\LQJ
ZKHQWKHDGPLQLVWUDWLRQ
FRQVLGHUHGQRWLILFDWLRQSROLWLFDOO\H[SHGLHQW5H
QRWHYHQQRWLILFDWLRQ
ZDVFRQVLGHUHGHVVHQWLDO
JDUGLQJWKH-XSLWHUV
7KHFRKHVLRQRIWKHDOOLDQFHGLGQRWVXIIHU
KRZHYHU7KH86
LPPHGLDWHO\
DFWLRQZDVUHVHQWHG
RISRZHU
EXWLWKDGWREHDFFHSWHGJLYHQWKHGLVWULEXWLRQ
DQGWKHIDFWWKDWWKHFULVLVKDGHUXSWHGLQLWVRZQ EDFN\DUG  7KH FULVLV
DFFHQWXDWHGGUDPDWLFDOO\
WKHGHSHQGHQFHRIWKHVPDOOHUDOOLHVRQWKH8QLWHG
6WDWHVWKRXJKWKLVVLWXDWLRQGLGQRW\HWOHDGWRFORVHUFRRSHUDWLRQEHWZHHQ
WKHP2QWKHFRQWUDU\
)UDQFH VLQGHSHQGHQW
VWDQFHIRUFHGVRPHRIWKHVPDOOHU
DOOLHVHYHQPRUHILUPO\
LQWR$PHULFDQDUPV
7KH LQYDVLRQ RI&]HFKRVORYDNLD
%\ WKHWLPHWKHFULVLVLQ &]HFKRVORYDNLD HUXSWHGLQ $XJXVW , WKH
KDGFKDQJHGIXQGDPHQWDOO\
LQWHUQDWLRQDO
IURPWKDWRI,
SROLWLFDOVHWWLQJ
RIWKH8QLWHG6WDWHVDQGD
.HQQHG\ V $WODQWLFSDUWQHUVKLS D SDUWQHUVKLS
XQLILHG
:HVWHUQ
(XURSHRQWKHEDVLVRIHTXDOLW\ K
WRPDWHULDOL]H
LQWHU
 DGIDLOHG
DOOLHGUHODWLRQVZHUHPRUHVWUDLQHGWKDQHYHU)UDQFHKDGOHIWWKHPLOLWDU\
VWUXFWXUH
RI1$72 LQ, IRUFLQJWKHUHORFDWLRQRI1$72 V PLOLWDU\
DQG
SROLWLFDOLQIUDVWUXFWXUH
WR%HOJLXPDQGWKH1HWKHUODQGV
7KH0XOWLODWHUDO
)RUFH
KDGIDLOHGWRPDWHULDOL]H
DQGLQRUGHUWRJLYHWKHVPDOOHUDOOLHVVRPHLQIOXHQFH
RQ 1$72 V QXFOHDUSROLF\WKH1RUWK$WODQWLF&RXQFLO KDG GHFLGHGLQ
'HFHPEHU, WRFUHDWHWKH1XFOHDU3ODQQLQJ*URXS
86 SROLF\LQ9LHWQDPKDG FDXVHGPXFKUHVHQWPHQW
LQ:HVW(XURSHDQ
QDWLRQV*RYHUQPHQWV
GLGQRWOLNHWKHXQLODWHUDOLVW
LQWHUYHQWLRQ
E\WKH8QLWHG
6WDWHVLQVRXWKHDVW
$VLDQDIIDLUV
DQGDPRQJWKHSRSXODWLRQLQ:HVWHUQ(XURSH
WKHXQSUHFHGHQWHG
ERPELQJVSURYRNHGD 86 JRKRPH PRRG2QWKHRWKHU
RI(XURSH VVKDUHLQWKHGHIHQFHEXUGHQOHGWR6HQDWRU0LNH
KDQGFULWLFLVP
0DQVILHOG V
FDOOLQ, IRU$PHULFDQWURRSZLWKGUDZDOV
IURP
(XURSH1XFOHDU
SDULW\EHWZHHQWKH8QLWHG6WDWHVDQGWKH6RYLHW8QLRQ JDYHULVHWRQHZ
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, &XED
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%HUW
&HHV:LHEHV
=HHPDQ
SROLWLFDOFRQFHSWV,Q'HFHPEHU , 1$72 DGRSWHGWKH+DUPHO5HSRUW
7KH5HSRUWHQWLWOHG7KHIXWXUH
FDOOLQJIRUGHIHQFH
DVZHOODVGHWHQWH
WDVNVRI
WKHDOOLDQFH DGYRFDWHGWKHGHHSHQLQJDQGLPSURYHPHQW
RIIUDQN
DQGWLPHO\
FRQVXOWDWLRQ
LQRUGHUWRVWUHQJWKHQ
WKHDOOLDQFHDVDIDFWRUIRUGXUDEOHSHDFH
ZHUHLQWHQVLILHG
%LODWHUDOFRQWDFWVZLWKWKH:DUVDZ3DFWFRXQWULHV
7KH6RYLHWRUFKHVWUDWHG
LQYDVLRQRI&]HFKRVORYDNLDRQWKHQLJKWRI,
KDG
$XJXVW, FDXJKW1$72 RIIJXDUGWKRXJKIRUVRPHPRQWKVUHSRUWV
EHHQFRPLQJLQRQWURRSPRYHPHQWV
QHDUWKH&]HFKERUGHU$WWKHEHJLQQLQJ
RI$XJXVWWKH6XSUHPH$OOLHG &RPPDQGHU(XURSH*HQHUDO/\PDQ/
/HPQLW]HUDVNHGWKH1$72 &RXQFLOIRUSROLWLFDOJXLGDQFHZLWKUHVSHFWWR
SRVVLEOHPHDVXUHVEXW WKH&RXQFLO GHFLGHGQRW WR JR RQ KLJKHUDOHUW
$IWHUZDUGVSROLWLFDOH[SHUWVFRQFOXGHG WKDW 3ROLWLFDOVWUDWHJLFZDUQLQJ
1$72 KDGSUDFWLFDOO\
QRWDFWLFDOZDUQLQJRIWKHPRYH 
QRWZLWKVWDQGLQJ
LQ:HVW*HUPDQ\
VRXUFHV
LQGLFDWH
WKDW
1$72 IRUFHV
+RZHYHU'XWFKPLOLWDU\
ZHUHZLWKGUDZQIURPWKH&]HFKERUGHUVRPHKRXUVEHIRUHWKHLQYDVLRQWR
SUHYHQWDQ\PLVDGYHQWXUHV
7KH LQYDVLRQKDSSHQLQJRQ WKHWKUHVKROGRI 1$72 V HDVWHUQIODQN
SURGXFHGFRQIOLFWLQJ
UHVSRQVHV
LQWKHDOOLDQFH7KHWKUHH
QXFOHDUSRZHUVUHDFWHG
LQUDWKHU
DORZNH\3UHVLGHQW
EXW
/\QGRQ%-RKQVRQ
FRQGHPQHGWKHHYHQWV
UHFRJQL]HG&]HFKRVORYDNLDWREHZLWKLQWKH6RYLHWVSKHUHRILQIOXHQFH
DQG
WRHQGDQJHU
WKHSUHYDLOLQJ
+HPHUHO\
UHIXVHG
GHWHQWH
SRVWSRQHGEULHIO\KLV
VFKHGXOHGPHHWLQJZLWK6RYLHW3ULPH0LQLVWHU.RV\JLQRQOLPLWLQJVWUDWHJLF
7KH%ULWLVKFRQVLGHUHGWKHLQYDVLRQDQRIIHQVLYH
GHIHQVLYH
DUPV
RSHUDWLRQ 
RI :DUVDZ 3DFW FRKHVLRQFRQVWLWXWLQJQR
DLPHG DW WKHUHFRQVWUXFWLRQ
DGGLWLRQDOWKUHDWWR1$72  3ULPH0LQLVWHU+DUROG:LOVRQH[SRXQGHGKLV
ZRUU\LQDQHPHUJHQF\VHVVLRQLQ3DUOLDPHQWEXWQRH[WUDPHDVXUHVZHUH
FRQWHPSODWHG7KH)UHQFKWKHWKLUGLQWKHQXFOHDUFOXEEODPHGWKHZKROH
HSLVRGH RQ <DOWD DQG )RUHLJQ6HFUHWDU\0LFKHO 'HEUH V FRPPHQWZDV
DFFLGHQW 

SUHJQDQWWKHLQYDVLRQZDVQRPRUHWKDQD WUDIILF
7KH *HUPDQVUHDFWHGLQWKHVWURQJHVW
ZD\ 3UHVLGHQW/XENHFRQVLGHUHG
3UDJXHWREHWKHSURORJXHWRWKH7KLUG:RUOG:DU&KDQFHOORU.XUW*HRUJ
.LHVLQJHUDQG )RUHLJQ6HFUHWDU\:LOO\ %UDQGWUHSHDWHGO\DVNHGWKH86
IRUDGGLWLRQDOPLOLWDU\
DVDSROLWLFDOJHVWXUH
JRYHUQPHQW
PHDVXUHV
SULPDULO\
DQGWKHQHJDWLYHDQVZHURIWKH$PHULFDQVOHIW%RQQIHHOLQJDEDQGRQHG%XW








1$72 DIWHU
&]HFKRVORYDNLD:DVKLQJWRQ'& *HRUJHWRZQ8QLYHUVLW\3UHVVL S)RU
/HPQLW]HU&DELQHWPHHWLQJ QR $XJ L&DELQHW0LQXWHV$UFKLYHVRIWKH3ULPH
FLWHGDV$302 
0LQLVWHU V2IILFH7KH+DJXH KHUHDIWHU
3ULYDWHLQIRUPDWLRQIURP'XWFKPLOLWDU\VRXUFHV.LVVLQJHUGHVFULEHVLWDV WKH:HVWKDGEHQWRYHU
LQ&]HFKRVORYDNLD  6HH +HQU\.LVVLQJHU7KH:KLWH+RXVH\HDUV
EDFNZDUGQRWWRLQYROYHLWVHOI
/RQGRQ :HLGHQIHOG  1LFROVRQ0LFKDHO-RVHSK,  S LL
WKHSUHVLGHQLF\
/RQGRQ :HLGHQIHOG
RQW
SRLQLW
SHUVSHFWLYHV
YDQLWDJH
/\QGRQ%DLQHV-RKQVRQ7KWH
SSR
SDWWHUQ
 1LFROVRQ ,  SSDQG%DOO 7KHSDVWKDVDQRWKHU
9DQ/\QGHQ /RQGRQ  WR/XQV $XJ LDQG'H +RRS 6FKHIIHU3DULV WR/XQV $XJ L
UHFRUG
DSHUVRQLDO
6$ ,, ,9RO DQG+DUROG:LOVRQ7KH/DERXUJRYHUQLPHQLW
/RQGRQ :HLGHQIHOG  1LFROVRQ0LFKDHO-RVHSK,,  SS, 'HEUH V *HUPDQFROOHDJXH
%UDQGWODWHUFRPPHQWHGWKDWWKLVZDVDQ DEVXUGSUHVHQWDWLRQ RIWKHUHDOIDFWV&I:LOO\%UDQGW
GLH-DOLUH+DPEXUJ +RIIPDQQXQG&DPSH ,  SS
XQG(LWQVLFKWHQ
%HJHJWWXWQJHQ
)RUDVRPHZKDWLGHQWLFDO$PHULFDQDQDO\VLV6XPPDU\1RWHVRIWKHJRWK16& 0HHWLQJ6HSW
L1DWLRQDO6HFXULW\)LOH16& 0HHWLQJV%R[  /%-/LEUDU\

,

+ROODQGDQG1$72
3UHVLGHQW
-RKQVRQ
PDGHKLVYLHZVYHU\FOHDUGXULQJDPHHWLQJRIWKH1DWLRQDO
WKH*HUPDQVXQWLO
6HFXULW\&RXQFLOLQ:DVKLQJWRQ:H VKRXOGQRWUHDVVXUH
R
QVRPHRI
ZHZDQW
W
RGR
 *HUPDQZRUULHV
W
DNH
D
FWLRQ
WKH
WKHP
WKH\
WKLQJV
RQO\OHVVHQHGZKHQ:DVKLQJWRQDQQRXQFHGSXEOLFO\RQ, 6HSWHPEHUWKDWDQ
LQDGLUHFWUHVSRQVHE\1$72 )RUWKH
LQWR*HUPDQ\ZRXOGUHVXOW
LQFXUVLRQ
WLPHEHLQJ%RQQGHFLGHGQRWWRVLJQWKH1RQ3UROLIHUDWLRQ
7UHDW\
7KHUHDFWLRQVRIPRVWRIWKHVPDOOHUDOOLHVZHUHJXDUGHG7KH1RUZHJLDQV
DQG'DQHVH[SUHVVHGGHHSFRQFHUQDW6RYLHWWURRSDQGVKLSPRYHPHQWV
LQWKH
%DOWLFDQGRQWKH.ROD 3HQLQVXOD9LVLWLQJ1RUZD\WKH'XWFK0LQLVWHURI
'HIHQFH'HQ7RRPWDONHGWRWKH.LQJDQGKLV1RUZHJLDQFROOHDJXH *
7LGHPDQG%RWKH[SUHVVHG
WKHLUDQ[LHW\DERXW.RODDQGSRLQWHGWRDSRVVLEOH
UDSLG6RYLHWRSHUDWLRQLQWKHQRUWKRI1RUZD\7KH,WDOLDQ)RUHLJQ6HFUHWDU\
'H 0HGLFL YRLFHG GLVDSSRLQWPHQWDW 1$72 V VLOHQFH7KZDUWHG3ULPH
0LQLVWHU6DUDJDWODWHUVHQWDSHUVRQDOPHVVDJHWR-RKQVRQ
FRPSODLQLQJWKDWWKH
3UHVLGHQWVHHPHGWREH PRUHDQ[LRXVDERXW,VUDHOWKDQ%HUOLQRU:HVWHUQ
(XURSH%XWGHVSLWHWKHIDFWWKDWWKHLQYDVLRQVHHPHGGLUHFWO\WRWKUHDWHQ
1$72 V &HQWUDO)URQWWKHDOOLDQFHDVDZKROHUHDFWHGFDUHIXOO\
7KH 1RUWK $WODQWLF&RXQFLO DQG WKH 0LOLWDU\&RPPLWWHHFRQYHQHG
LPPHGLDWHO\DIWHUWKHILUVW
UHSRUWVRIWKHLQYDVLRQUHDFKHG:HVWHUQFDSLWDOV
&RQVXOWDWLRQEHWZHHQWKHDOOLHVZDVVHULRXVO\
KDPSHUHGE\ WKHWHQGHQF\RI
ZKLFKJHWFULVLVLQIRUPDWLRQ
IRUDZKLOH
WRKDWFKLWWKHPVHOYHV
JRYHUQPHQWV
EHIRUHWHOOLQJ
WKHLU
DOOLHV 7KH$PHULFDQGHOHJDWHUHFHLYHGDXWKRUL]DWLRQ
WRWHOO
KLVFROOHDJXHVZKDWWKH86 JRYHUQPHQW
NQHZRQO\PLQXWHV
EHIRUHWKH&RXQFLO
VHVVLRQV
EHJDQ+LV%ULWLVK
FROOHDJXHZDVLQVWUXFWHG
RQO\WRGLVFORVHLQIRUPDWLRQ
LIWKH$PHULFDQVZRXOGGROLNHZLVHWKRXJKWKH)UHQFKGLGQRWHYHQJHWWKDW
PXFKOHHZD\IURP
3DULV
7KHDOOLHVGHFLGHGKRZHYHUQRWWRJRRQKLJKDOHUW
(YHQWKHSURFODPDWLRQRI PLOLWDU\YLJLODQFH ZDVQRWFRQVLGHUHGQHFHVVDU\
*HQHUDO/HPQLW]HU
WKHUHIRUH
LPPHGLDWHO\DQGFRYHUWO\ SODFHGDOOLHGPLOLWDU\
DQGIRUFHV
LQVWDOODWLRQV
RQHPHUJHQF\
DOHUW7KH1$72 &RXQFLOGLVVXDGHGWKH
PHPEHUVWDWHV
IURPPDNLQJELODWHUDOFRQWDFWZLWK:DUVDZ3DFWFRXQWULHV
DQG
GHFLGHGQRWWRZLWKGUDZDQ\WURRSVIURP(XURSHLQWKHQHDUIXWXUH
%XWLW
FRQWHPSODWHGQR VWHSVRXWVLGHLWVWHUULWRU\
HYHQLI5RPDQLD FDPHXQGHU
DWWDFN

7KH SRVVLELOLW\RIDQDVVDXOWRQ5RPDQLDWURXEOHGDOOWKHDOOLHVEXWWKH
&RXQFLODFNQRZOHGJHGWKDWDQ\IRUPDO1$72 VWDWHPHQW
RQ5RPDQLDFRXOG
SURYRNHD6RYLHWRQVODXJKW,I0RVFRZ ZHUHWRPDNHWKDWPRYHWKHDOOLDQFH
ZRXOGEHIRUFHGWRWDNHVWHSV'XWFK)RUHLJQ6HFUHWDU\
/XQVIRULQVWDQFH







)RU-RKQVRQ VUHPDUN6XPPDU\1RWHVRIWKHRWK16& 0HHWLQJ6HSWL1DWLRQDO6HFXULW\
)LOH16& 0HHWLQJV%R[  /%-/LEUDU\)XUWKHU&DELQHWPHHWLQJV1R , , DQG 
DQG 6HSWL&DELQHW0LQXWHV$302 7KH1HWKHUODQGVKDGVLJQHGWKH137 RQHGD\EHIRUH
WKHLQYDVLRQ,WDO\GHFLGHGDOVRQRWWRVLJQ
&DELQHWPHHWLQJ 1R    6HSWL&DELQHW0LQXWHV$302 9DQ9UHGHQEXUFK 5RPH  WR
/XQV $XJ L 'H +RRS 6FKHIIHU3DULV WR/XQV $XJ LDQG9DQ9UHGHQEXUFK 5RPH 
WR/XQV6HSWL6$ ,,R ,9RO 
6HH &OHYHODQG1$72 SS LLLJ
.DSODQ1$72 DWQG
WKH8QLWHG6WDWHVS , %UDQGWLQFRQWUDVWUHFDOOVLQKLVPHPRLUVWKDW1$72
LQFDOFXODEOHPLOLWDU\FRQVHTXHQFHV  6HH
IHDUHGIRUDVKRUWWLPHWKDWWKHLQYDVLRQFRXOGKDYHIXUWKHU
S
%UDQGW%HJHJQXWQJHQ
XWQG
(LWQVLFKWHWQ
,

%HUW=HHPDQ
&HHV:LHEHV
UHMHFWHGDQ\SODQVRIDVVLVWDQFHWR 5RPDQLD 7KH SRVVLELOLW\RID 6RYLHW
LQWHUYHQWLRQLQ <XJRVODYLD FUHDWHGVLPLODUSUREOHPVIRUWKHDOOLHV7KH
<XJRVODY DPEDVVDGRUDSSURDFKHG/XQVDQGTXHULHGKRZ 7KH +DJXH DQG
1$72 ZRXOGUHVSRQGWRDQDWWDFN/XQVUHSOLHGWKDWLI<XJRVODYIRUFHV
FRXOG
GHIHQGWKHFRXQWU\IRUVRPHWLPHKHOSZRXOGQRWEHLQFRQFHLYDEOH7KH
$PHULFDQFKDUJHDFFRVWHG/XQVZLWKWKHVDPHTXHVWLRQRQH[SOLFLWLQVWUXFWLRQ
IURP3UHVLGHQW
/XQVODWHUGHFODUHGXQUHVHUYHGO\
LQD&DELQHWPHHWLQJ
-RKQVRQ
WKDWWKH86 DGPLQLVWUDWLRQ
ZDVQRWSUHSDUHGWRGURS<XJRVODYLD
%HVLGHVWKHFRQVXOWDWLRQVLQ%UXVVHOVWKHVPDOOHUDOOLHVWULHGWR DUUDQJH
DWDKLJKHUOHYHO$IWHUDQDERUWLYH*HUPDQDWWHPSWWR
SROLWLFDOFRQVXOWDWLRQ
FRQYHQHDVSHFLDOPHHWLQJRIWKHIRUHLJQ
VHFUHWDULHV
RI1$72WRUSHGRHG E\
WKHDUJXPHQWWKDWVXFKDPHHWLQJFRXOGRQO\SURGXFHDPHDQLQJOHVV
SROLWLFDO
VWDWHPHQWWKHVPDOOHUDOOLHVWRRN WKHOHDG 7LGHPDQGVXSSRUWHGE\WKH
'XWFKDVNHGIRUDQHPHUJHQF\PHHWLQJRIWKHGHIHQFHPLQLVWHUV
RQO\WREH
UHEXIIHG
E\WKHODUJHUSRZHUV'HQ7RRP WULHGWRRUJDQL]HDPHHWLQJRIWKH
1XFOHDU3ODQQLQJ*URXSZLWKHYHQOHVVVXFFHVV7KH RQO\UHVXOWZDV WKH
LQ1HZ<RUNGXULQJWKH
SURPLVHRIDVSHFLDOPHHWLQJRIWKHIRUHLJQ
VHFUHWDULHV
81 *HQHUDO$VVHPEO\7KHPHHWLQJZDVVFKHGXOHGIRU2FWREHUPRUHWKDQ
VL[ZHHNVDIWHU
WKHLQYDVLRQ
7KHODFNRIKLJKOHYHOSROLWLFDOFRQVXOWDWLRQ
DQGGRXEWDERXWWKH$PHULFDQ
UHDFWLRQWR6RYLHWDWWDFNKDGXQH[SHFWHGFRQVHTXHQFHV7KH:HVW(XURSHDQV
WULHGWRRUJDQL]HWKHLURZQ FRQVXOWDWLRQ7ZR GD\VDIWHUWKHLQYDVLRQRI
VHVVLRQRIWKH
&]HFKRVORYDNLD%UDQGWDQG'H 0HGLFLSURSRVHGDQHPHUJHQF\
&RQVXOWDWLYH
&RXQFLORIWKH:HVWHUQ
(XURSHDQ8QLRQ :(8  /XQVVXSSRUWHG
7KH)UHQFK
)UHQFKUHVLVWDQFH
WKHPEXWWKHSURSRVDOFDPHWRQDXJKWWKURXJK
LQWXUQWULHGWRDUUDQJHH[SDQGHGFRQVXOWDWLRQLQWKHIUDPHZRUNRIWKH
'XWFK
(XURSHDQ(FRQRPLF&RPPXQLW\EXWWKH\FDPHXSDJDLQVWWUDGLWLRQDO
UHVLVWDQFH
WRVXFKSURSRVDOV
%HOJLDQ)RUHLJQ6HFUHWDU\
3LHUUH
+DUPHOWKHUHXSRQ
IRUSROLWLFDOFRQVXOWDWLRQV
LQWKH:(8 EXW
WRZRUNRXWDVSHFLDOSURYLVLRQ
WULHG
ZLWKRXW)UDQFH
,QWKHPLGGOHRI6HSWHPEHU
WKH'XWFK3ULPH0LQLVWHU
3LHWGH-RQJZHQWWR
%RQQZLWK/XQVIRUWDONVZLWK.LHVLQJHU
DQG%UDQGW'XULQJWKHLU
WKH
PHHWLQJV
'XWFKHQFRXUDJHGWKHLU
KRVWVWREHKDYHOLNHDELJSRZHUDQGWRORRVHQWLHVZLWK
%RQQ
3DULVRQJURXQGVWKDWGH*DXOOHZDVHQGDQJHULQJ
WKHLUPXWXDOVHFXULW\
VKRXOGWDNHWKHOHDGYLVDYLV
3DULV7KLVVXJJHVWLRQ
GLGQRWIDOOXSRQGHDIHDUV
2QO\DZHHNODWHU%UDQGWWROGWKH%ULWLVKDPEDVVDGRULQ%RQQWKDWKHZDV
LQWKHIRUPDWLRQ
RID(XURSHDQFDXFXVZLWKLQ1$72 HYHQLIWKH
LQWHUHVWHG






&DELQHWPHHWLQJV 1R , , DQG  DQG 6HSW , &DELQHW0LQXWHV$302 DQG
5HSRUWRQDEULHILQJIRU1$72 DPEDVVDGRUVLQ:DVKLQJWRQ, $XJ , 6$ ,,, 9,
&DELQHWPHHWLQJV1R   DQG  ,  DQG 6HSW , &DELQHW0LQXWHV$302
)URPWKHPHHWLQJRQ 6HSWRQHFDQOHDUQWKDW/HPQLW]HUKDG
$OVR &OHYHODQG1$72 SS ,
DJDLQDVNHGIRUDKLJKHUVWDWHRIDOHUWEXWWKLVZDVUHMHFWHG
&I9DQ/\QGHQ /RQGRQ  WR/XQV $XJ , 9DQ9UHGHQEXUFK 5RPH  WR/XQV $XJ 
'H +RRS 6FKHIIHU3DULV WR/XQV6HSW , DQG'H %HXV %RQQ  WR/XQVLL 6HSW , 6$
,,

,

,



+ROODQGDQG1$72
)UHQFKZRXOGQRWWDNHSDUW,WZDVQRWH[DFWO\ZKDWWKH'XWFKKDGPHDQWEXW
WRWKHPLWZDVDFOHDUVWHSDKHDG
%XWWKH*HUPDQVZHUHTXLFNWRHGJHEDFNIURPWKLVSRVLWLRQ2QDQG
GH*DXOOHYLVLWHG
6HSWHPEHU
%RQQDQGUDQNVZHUHFORVHG'H*DXOOHUHLWHUDWHG
KLVEHOLHIWKDWWKH86 DGPLQLVWUDWLRQ
ZRXOGQHYHUXVHQXFOHDUDUPVLQVXSSRUW
RI(XURSH7R EHVXUHKHFRXOGQRWJLYH.LHVLQJHUWKHJXDUDQWHHWKDW)UDQFH
ZRXOGGRVREXWKHSURPLVHGWKH&KDQFHOORULQWKHHYHQWRIDJJUHVVLRQTXH
QRXVVHULRQVHQVHPEOH .LHVLQJHUZDVLQGHEWHGWRWKH)UHQFKIRUWKLVSOHGJH
,WVLJQLILHG
WKHUHVXPSWLRQ
RIFORVHUHODWLRQV
EHWZHHQ3DULVDQG%RQQWRWKH
GLVPD\RIWKH'XWFKJRYHUQPHQW
ZLWKUHVSHFW
7KH)UHQFK*HUPDQ
GRRPHGWKH+DUPHOLQLWLDWLYH
DJUHHPHQW
WRWKH:(8 +DUPHONHSWSXVKLQJIRUSROLWLFDOFRQVXOWDWLRQ
ZLWKRXW)UDQFH
ZKLFKRIFRXUVHLQIXULDWHG
GH*DXOOH'HVSLWHILHUFH
)UHQFK
UHVLVWDQFH
WKHUH
ZHUH
VHYHUDOJDWKHULQJV
EXWQHLWKHU%RQQQRU/RQGRQZDQWHGWRULVNGH*DXOOH V
ZUDWKZLWKUHVSHFW
WR%ULWDLQ V
LQWRWKH((& +DUROG:LOVRQIRULQVWDQFH
HQWU\
GH*DXOOH VGLVSOHDVXUH
DERXW+DUPHO VLQLWLDWLYHV
H[SHULHQFHG
LQ-DQXDU\,
$WWKDWSRLQWWKHHQWLUHHQWHUSULVH
ILQDOO\
GLHG
VLOHQWO\
:KHQWKH1$72 IRUHLJQPLQLVWHUV
ILQDOO\PHWRQ2FWREHUDWWKH81
*HQHUDO$VVHPEO\PHHWLQJLQ1HZ<RUN6HFUHWDU\
RI6WDWH'HDQ5XVNVWDWHG
XQHTXLYRFDOO\WKDWD 6RYLHW DWWDFNRQ $XVWULDRU <XJRVODYLD ZRXOG EH
XQDFFHSWDEOHWR KLVJRYHUQPHQW/XQVVXSSRUWHGKLPGHFODULQJWKDWWKH
WKDQOHJDOREOLJDWLRQV
VWUDWHJLF
LPSRUWDQFHRIWKH:HVWZDVPRUHLPSRUWDQW
W
KH
RI
FOHDUO\
LPSO\LQJ
WKDW VFRSHRI$UWLFOH WKH7UHDW\ZDVWRRQDUURZDWWKDW
PRPHQW7KHIRUHLJQ
VHFUHWDULHV
GHFLGHGWRKROGWKHLU
DQQXDO1$72 PLQLVWHULDO
PHHWLQJLQ%UXVVHOVRQHPRQWKDKHDGRQ ,, 1RYHPEHU'XULQJWKLV
PHHWLQJ5XVNUHSHDWHGWKDW$XVWULDDQG<XJRVODYLDFOHDUO\EHORQJHGWRWKH
DOOLDQFH VPLOLWDU\
VSKHUH
RILQWHUHVW
DWKLVH[SOLFLW
UHTXHVW
KRZHYHUWKLV
SOHGJH
LQWKHILQDOFRPPXQLTXH 2Q5RPDQLDWKH&RXQFLODJUHHG
ZDVQRWPHQWLRQHG
WKDWDQLQFXUVLRQLQWRWKLVQDWLRQZRXOGQRWKDYHGLUHFWFRQVHTXHQFHVIRU
1$72 7KHDOOLHVZDUQHGWKH6RYLHW8QLRQRII
DQ\RWKHUPLOLWDU\
DGYHQWXUHV
EXWDWWKHVDPHWLPHGHFODUHGWKDWWKHSURFHVVRIGHWHQWHPXVWFRQWLQXH
7UDQTXLOOLW\
UHWXUQHG
WRPRVW(XURSHDQFDSLWDOV
DQGDIHZPRQWKVODWHUWKHVH
VDPHQDWLRQV
ZHUHXUJLQJ:DVKLQJWRQ
WRUHVXPHWDONV
ZLWKWKH6RYLHW8QLRQ
7KH KDQGOLQJRIWKH&]HFK FULVLVGLGQRWGLIIHU
IXQGDPHQWDOO\
IURPWKH
 /XQVWR10)$ , 6HSW , DQG9DQ/\QGHQ /RQGRQ  WR/XQV, 2FW , 6$ ,,

,

9RO 
 %HQWLQFN 3DULV WR/XQV 2FW , DQG'H %HXV %RQQ  WR/XQV 2FW , 6$ ,,
,
9RO DQG&DELQHWPHHWLQJ1R  &DELQHW0LQXWHV$302
 %RRQ 1$72 %UXVVHOV WR/XQV,6 1RY , 0HPRUDQGXPGH5DQLW] 1RY , DQG'H
%HXV /RQGRQ  WR/XQV 1RY , 6$ ,, , 9RO DQG:LOVRQ7LOH/DERXUJRYHUQWPHQWW
SS,, ,QWKHFRXUVHRI, WKH)UHQFKHYHQUHSHDWHGWKHLUSROLF\RI WKHHPSW\FKDLU QRZ
ZLWKLQ:(8 EHFDXVHWKH\FRQVLGHUHG:(8 QRWVXLWHGIRUGLVFXVVLRQVRQRXWRIDUHDLVVXHV
 &DELQHWPHHWLQJ 1R   ,, 2FW , &DELQHW0LQXWHV$302 DQG0LGGHOEXUJ 1HZ <RUN 
WR10)$ , 2FW , DQG9DQ/\QGHQ /RQGRQ  WR/XQV, 2FW , 6$ ,, , 9RO 
 .HHVLQJ VFRQWHPSRUDU\
$OVR &DELQHWPHHWLQJV 1R DQG
DUFKLYHV
, 'HFHPEHU , S ,
  , DQG 1RY , &DELQHW0LQXWHV$302 DQG:LOOLDP*+\ODQG0RUWDOULYDOV
UHODWLRQV1HZ <RUN 6LPRQ  6FKXVWHU,  SS ,L
XQGHUVWDQGLQJ
WKHSDWWHUQ
RI6RYLHW$PHULFDQ

,

&HHV:LHEHV
%HUW=HHPDQ
DQGWKHUROHRIWKHVPDOOHU
&XEDQRQHZLWKUHJDUGWRSROLWLFDOFRQVXOWDWLRQV
RI$UWLFOHGLGQRW
DOOLHV7KHFRQVXOWDWLRQ
PHFKDQLVPV
ZLWKLQWKHIUDPHZRUN
FRQVXOWDWLRQ
SHUIRUP
DGHTXDWHO\5HTXHVWVE\WKHVPDOOHU
SRZHUVIRUKLJKOHYHO
ZHUHUHEXIIHG
ILQDOO\
E\WKHODUJHUSRZHUV:KHQ WKHIRUHLJQVHFUHWDULHV
ZDV
FRQYHQHGLQ1HZ<RUNVL[ZHHNVDIWHU
WKHLQYDVLRQFRPPHQFHGWKHFULVLV
KDGGHFLGHGXQLODWHUDOO\
LQIDFWRYHU,QWKHPHDQWLPHWKH86 DGPLQLVWUDWLRQ
DQGZLWKRXWFRQVXOWLQJLWVDOOLHVWRVHQGWZRGHVWUR\HUV
LQWRWKH%ODFN6HD
$FFRUGLQJWRWKH$PHULFDQVWKLVZDVDURXWLQHYLVLWSODQQHGLQDGYDQFHDQG
WKHUHIRUH
QRWQHFHVVLWDWLQJ
FRQVXOWDWLRQ
ZKLFKKDGQHYHUWDNHQSODFHLQWKHSDVW
ZLWKUHJDUGWRVXFKGHSOR\PHQWV
1RWDOOWKHDOOLHVDFFHSWHGWKLVH[SODQDWLRQ
ZLWKRXWFULWLFLVP
7KH DOOLDQFHGLG QRWIXQFWLRQSURSHUO\SROLWLFDOO\DQG QHLWKHUGLG LWV
LQWHOOLJHQFHDSSDUDWXV:H KDYHDOUHDG\SRLQWHGWRWKHVXUSULVHWKH&]HFK
LQYDVLRQFDXVHGLQ:HVWHUQFDSLWDOV,WWRRNPRUHWKDQWKUHHZHHNVEHIRUH
1$72 V 0LOLWDU\&RPPLWWHHVWDUWHGLWVDQDO\VLVRI WKH FULVLVDQG WKH
RIRSLQLRQ
FRQVHTXHQFHVIRUWKHDOOLDQFH7KHGHOD\ZDVFDXVHGE\GLIIHUHQFHV
DQGVKHHUULYDOU\
EHWZHHQWKHSROLWLFDODQGPLOLWDU\
H[SHUWV
*HQHUDO/HPQLW]HU
VHFXUHGQR SROLWLFDOJXLGDQFHIURPWKH1$72 &RXQFLO DQG DV KHODWHU
UHFDOOHG WKLVVLOHQFHZDV RQH RI WKH PRVWVHULRXVEUHDNGRZQVLQ WKH
PHFKDQLVPV
RIWKH$OOLDQFHWKDWRFFXUUHGGXULQJP\WHQXUH
SROLWLFDOPLOLWDU\
DV6$&(85  
ZDVQRW
$FFRUGLQJWR/DZUHQFH.DSODQ*HQHUDO/HPQLW]HU VH[DVSHUDWLRQ
ZKROO\MXVWLILHGIRU1$72 ZDV VREHUHGE\ WKHVHYHULW\RIWKH6RYLHW
UHSUHVVLRQ
LQ&]HFKRVORYDNLD7KLVLVRSHQWRGLVSXWHKRZHYHUWKHDOOLDQFH
DWWKHKHLJKWRID
FHUWDLQO\
FRXOGKDYHEHHQH[SHFWHGWRSHUIRUP
DSSURSULDWHO\
VHYHUHPLOLWDU\
FULVLVRFFXUULQJULJKWRQLWVERUGHUV HVSHFLDOO\LQYLHZRIWKH
$OWKRXJK
UHFRJQL]HGQHHGIRUSROLWLFDOFRQVXOWDWLRQ
DFNQRZOHGJHGLQ$UWLFOH
&OHYHODQG PDLQWDLQVWKDW 1$72 ZDV UHDGLHUIRUURXQGWKHFORFNFULVLV
SRLQWWRWKHIDFWWKDW
PDQDJHPHQWWKDQLWKDGHYHUEHHQEHIRUH RXUILQGLQJV
DV WKH
WKHUHZDVKDUGO\DQ\ FULVLVPDQDJHPHQW ZKLFKFRXOGEHGHSLFWHG

DQGRWKHUHIIRUWV
ZKROHUDQJHRIFRRUGLQDWHGGLSORPDWLFHFRQRPLFPLOLWDU\
DLPHGDWVROYLQJDQLQWHUQDWLRQDO
FULVLV
RUDWOHDVWSUHYHQWLQJ
LWIURPHVFDODWLQJ
RIWKH
ZDVRQHRIWKHUHILQHPHQWV
LQWRDQDUPHGFRQIOLFW &ULVLVPDQDJHPHQW
L
Q
$VVXFK
RI
I
OH[LEOH
ZKLFK
K
DG
EHHQ
RIILFLDOO\
DGRSWHG ,
VWUDWHJ\
UHVSRQVH
VKRUW
DVD'XWFKH[SHUWDFFXUDWHO\
QRWHVLWZDVVXSSRVHGWRDSSO\WRVLWXDWLRQV
RIZDUVXFKDV&]HFKRVORYDNLD
RQ
)DFHGZLWKWKLVVLWXDWLRQ
WKHVPDOOHU(XURSHDQDOOLHVPDGHDQHDUO\VWDUW
ZLWKLQ
GLVFXVVLRQVDERXWWKHHPHUJHQFHRIVRPHIRUPRI(XURSHDQ SLOODU 
 &I&OHYHODQG1$72 SS,




DQG.LUJLV1$72 FRQVXOWDWLRQVDVDFRPSRQHQWRIQDWLRQDO
GHFLVLRQPDNLQJ S
6WDWHVS , DQG&DELQHWPHHWLQJV1R  DQG 
WKLH
8QLLWHG
.DSODQ1$72 DWQG
,  DQG $XJDQG 6HSW , &DELQHW0LQXWHV$302
/RQGRQ +XUVW,  S , DQG+DUODQ&OHYHODQG
VHFWXULW\
(WLURSHDWQ
*XLGR9LJHYHQR 7KLHERPEDQLG
LQHLWKHU
9RO 1R  -DQ, S 6LJQLILFDQWO\
$IIDLUV
1$72 DIWHUWKHLQYDVLRQ )RUHLJQL
%URVLRQRU+LOOPHQWLRQVWKH&]HFK FULVLVLQWKHLUVXUYH\RIDOOLHGFRQVXOWDWLRQVLQWKH,2V ,6 DQG
HDUO\V &I%URVLR &RQVXOWDWLRQDQGWKH$WODQWLFDOOLDQFH SS ,,, DQG+LOO3ROLWLFDO
LWQ
1$72 SS ,
FRQLVWLOWDWLRQL

LR

+ROODQGDQG1$72
EHFDXVHRI)UHQFKUHVLVWDQFH
1$72 7KHVHWDONVIDOWHUHG
KRZHYHUSULPDULO\
DQGWKHSUREOHPVDULVLQJIURP%ULWDLQ VELGWRHQWHUWKH((& 7KHVHIHHEOH
WRRUJDQL]HD(XURSHDQFDXFXVZLWKLQWKHDOOLDQFHIRUHVKDGRZHGWKH
DWWHPSWV
RIWKH,6 DQG,RV WRGRWKLV
SUREOHPVZKLFKZHUHWRSODJXHWKHDWWHPSWV
RIERWK:(8 DQGWKH((& ZDVOLPLWHGWRWKH
,QWKHILUVW
SODFHPHPEHUVKLS
FHQWUDO(XURSHDQ SRZHUV LQ QHLWKHURUJDQL]DWLRQZHUH WKHVRXWKHUQRU
QRUWKHUQRQHV UHSUHVHQWHG6HFRQGO\ WKH (XURSHDQ 1$72 PHPEHUV
LQWHOOLJHQFH
ZHUH DVWKH\VWLOODUH GHSHQGHQWIRUWKHLUSROLWLFDODQGPLOLWDU\
WR (XURSHDQL]H 1$72 ZDVD
RQ$PHULFDQVRXUFHV7KLUGO\HYHU\DWWHPSW
IRU:DVKLQJWRQWRFXWGRZQRQLWVPLOLWDU\
SUHVHQFHLQ
SRVVLEOHMXVWLILFDWLRQ
(XURSH 1HYHUWKHOHVVWKH FUHDWLRQRI WKH (XURJURXS LQ , ZLWKLQ
RIWKHGHIHQFH
PLQLVWHUV
RIDOOWKH(XURSHDQDOOLHVH[FHSWIRU
1$72 FRQVLVWLQJ
)UDQFHZDV QRW HQWLUHO\D FRLQFLGHQFHDIWHUWKH GHYHORSPHQWVRI WKH
SUHFHGLQJ\HDUVLWVSXUSRVHKRZHYHUGLGQRWH[WHQGLQWRWKHSROLWLFDOUHDOP
GHIHQFH
WKH&]HFKLQYDVLRQVKRZ
VSHQGLQJDIWHU
7KHGLVFXVVLRQV
RQLQFUHDVHG
FOHDUO\WKDWDFFRPPRGDWLRQWR WKHZLVKHVRIWKH8QLWHG 6WDWHVZDV VWLOO
RIWKHLQYDVLRQFRQFOXGHGWKDW
SDUDPRXQW$OWKRXJKWKHILQDO1$72 DQDO\VLV
LWZDVDGHIHQVLYH
6RYLHWDFWLRQQRWDLPHGDWWKHDOOLDQFHWKDWWKH:DUVDZ3DFW
GLVVHQW
DQGWKDW
KDGEHHQZHDNHQHGE\WKHLQYDVLRQDQGWKHHQVXLQJLQWHUQDO
VKRXOGVWLOOEHWKHWRSDOOLDQFHSULRULW\
DOOWKH(XURSHDQDOOLHVSURPLVHG
GHWHQWH
WKHLU
GHIHQFH
WRLQFUHDVH
EXGJHWVLQOLQHZLWKWKHZLVKHVRIWKH86 JRYHUQPHQW
DQG(XURSHDQFULWLFLVPRIWKH$PHULFDQ
7KH SUREOHPVRIEXUGHQVKDULQJ
LQ9LHWQDPKDGDOUHDG\FUHDWHGUHVHQWPHQW
LQ:DVKLQJWRQ$V
LQWHUYHQWLRQ
RI-RKQVRQ V
5XVNWROG/XQVZLWKUHJDUGWR)UHQFKFULWLFLVP
SROLF\LQ9LHWQDP
2QH FDQQRWEHZKRUHLQ9LHWQDPDQGDWWKHVDPHWLPHYLUJLQLQ(XURSH

$VORQJDVWKH8QLWHG6WDWHVZDV YLUJLQ LQ(XURSHWKHRWKHUDOOLHVKDGWREH
RIWKHDOOLDQFH
FRQWHQWZLWKERWKWKHDGYDQWDJHVDQGGLVDGYDQWDJHV
%XW GRXEWVDERXW WKH$PHULFDQVHFXULW\SOHGJHVOLWKHUHGLQWR1$72
RYHUWKHZDULQ,QGRFKLQDGLVSOD\HGWKH
0RXQWLQJ(XURSHDQGLVHQFKDQWPHQW
0RUHDQGPRUHNH\HOHPHQWV
RIDOOLDQFHSROLF\
ILUVW
HYLGHQFHRIIUDJPHQWDWLRQ
RI$PHULFDQOHDGHUVKLS
ZHUHEHLQJTXHVWLRQHGDQGFULWLFLVPV
PXOWLSOLHG
:HVW
RI$PHULFDQLQWHQWLRQV
WKDW
3UHVLGHQW
JUHZWRVXFKDQH[WHQW
(XURSHDQPLVWUXVW
5LFKDUG1L[RQKDGWRVHQGDPHVVDJHWRRWKHUDOOLDQFHOHDGHUVLQ-DQXDU\,
DERXWKLVYLVLWWR0RVFRZ LQ0D\1L[RQUHDVVXUHG
WKHPWKDWWKH$PHULFDQ
KDG QR LQWHQWLRQ
RIGHDOLQJRYHUWKHKHDGVRILWVIULHQGV
DGPLQLVWUDWLRQ
DQG
ZKHUHWKHLU
LQWHUHVWV
EHDIIHFWHG DPHVVDJH
DOOLHVLQDQ\PDWWHU
VHFXULW\
PLJKW
WKDWZRXOGKDYHEHHQDOPRVWXQWKLQNDEOH
XQGHUWKH(LVHQKRZHU.HQQHG\RU
-RKQVRQDGPLQLVWUDWLRQV
&DELQHWPHHWLQJ 1R   1RY , &DELQHW0LQXWHV$302 )RU5XVN'H %HXV 1HZ
<RUN  WR10)$  6HSW , 6$ ,, ,, ,,
 0HPRUDQGXP':+ ,, -DQ, 6$ ,,
, ,,



,

&HHV:LHEHV
%HUW=HHPDQ
7KH .RUHDQ DLUOLQHU
7KHSHULRG, JDYHIXUWKHU
SURRIRIVWUDLQV
LQWKHDOOLDQFH7KH9LHWQDP
RIWKHSRSXODWLRQLQWKH$IULFDQ
ZDUWKHEUXWDO3RUWXJXHVHUHSUHVVLRQ
FRORQLHV
RI*XLQHD%LVVDX$QJRODDQG0R]DPELTXHWKHPLOLWDU\
LQ*UHHFH
GLFWDWRUVKLS
RIGHPRFUDF\
WKH86 UROHLQWKHRYHUWKURZ
DQGILHUFH
UHSUHVVLRQ
RI$OOHQGHLQ
RYHU&\SUXVFDXVHGRQHLQWHUQDOFULVLV
&KLOHDQGWKH*UHHN7XUNLVKFRQIOLFW
DIWHU
DQRWKHU$OOLDQFHPHPEHUVQRORQJHUKHVLWDWHG
WRFDVWLJDWH
HDFKRWKHULQ
FRQVHQVXV
HURGHGIXUWKHU
DQGIXUWKHU
SXEOLF7KH1$72 VHFXULW\
1RQHWKHOHVV
LWVHOI
ZDV
QRW
DPDWWHU
RI
LQ
RIWKHVPDOOHU
PHPEHUVKLS
FRQWURYHUV\ WKHVRFLHWLHV
SRZHUV:KDWGLGFDXVHWHQVLRQZDV WKHSRVLWLRQWDNHQE\WKH$OOLDQFHRQ

JX
GHOaaaaaaaaaa
QV
LVVXHVDQGVRPHWLPHVWKH$OOLDQFH VVWUDWHJLF
JXLGHOLQHV
VSHFLILF
7KHHQGRI, ZDVDORZHEELQFRQVXOWDWLRQ
EHWZHHQWKHDOOLHVEXWWKH
&DUWHU VDQQRXQFHPHQW
RISODQVWRGHSOR\WKH
SHULRGVLQFH, ZLWK3UHVLGHQW
QHXWURQERPE LQ (XURSH DQG WKH , GHFLVLRQWR PRGHUQL]H1$72 V
QXFOHDUZHDSRQVKDVEHHQRQHRIWKHPRVWFULWLFDO
LQ1$72 V
PHGLXPUDQJH
H[LVWHQFH6XFKGDQJHURXVGLVHDVHVDV+ROODQGLWLVEHLQJWKHH[WUHPHIRUP RI
QXFOHDUSDFLILVP DQG'HQPDUNL]DWLRQ

EHLQJWKHXQGHUSD\PHQW
RIRQH VVKDUH
RIWKHFROOHFWLYHGHIHQFHEXUGHQLQ1$72  EHFDPHZLGHVSUHDG8QGHUWKLV
JORRP\FRQVWHOODWLRQ1$72 HQWHUHGWKH5HDJDQHUDWKHHUDRIWKH HYLO
HPSLUH
,QWKHHDUO\PRUQLQJKRXUVRIL 6HSWHPEHU, D6RYLHWILJKWHU
VKRWGRZQ
D.RUHDQ$LU/LQHVMXPERMHWRYHUWKH6HD RI-DSDQQHDUWKH6RYLHWLVODQG
6DNKDOLQ7KH .RUHDQSODQH.$/  ZDVRQLWVZD\IURP$QFKRUDJH
FRXUVHIRUVHYHUDO
KRXUVRYHURQHRIWKH
$ODVNDWR6HRXO.RUHD,WKDGIORZQRII
DUHDVRIWKH6RYLHW8QLRQDQGKDGQRWUHVSRQGHGWR
PRVWVHQVLWLYH
PLOLWDU\
UHSHDWHG6RYLHWZDUQLQJV$ERXWDPLQXWHEHIRUH.$/  ZRXOGKDYHSDVVHG
RILQWHUQDWLRQDO
PLVVLOHDQG
LQWRWKHVDIHW\
DLUVSDFHLWZDVKLWE\DKHDWVHHNLQJ
DERDUGZHUHNLOOHG
H[SORGHG7KH FUHZDQGSDVVHQJHUV
7KHVKRRWLQJGRZQRI.$/  ZDVUHYHDOHGWRWKHZRUOGE\6HFUHWDU\
RI
6WDWH*HRUJH 6KXOW]GXULQJD SUHVVFRQIHUHQFHRQ WKHVDPHGD\ ,Q WKH
WKHGRZQLQJLQWHUQDWLRQDO
LPPHGLDWHKRXUVDIWHU
SUHVV
DJHQFLHVVSUHDGWKHQHZV
EXW6KXOW] VSUHVV
WKDW.$/  KDGEHHQIRUFHGWRODQGRQ6RYLHWWHUULWRU\
6KXOW]VWDWHG
WKDWDWOHDVW
FRQIHUHQFH
HQGHGWKLVUXPRXU
DPRQJRWKHUWKLQJV
RI.$/ DWRQHWLPHRUDQRWKHU
KDGEHHQLQWKHYLFLQLW\
HLJKW6RYLHWILJKWHUV
WKDWILQDOO\VKRWGRZQ WKH.RUHDQDLUOLQHUZDV FORVH
DQGWKDWWKHILJKWHU
HQRXJKIRUYLVXDOLQVSHFWLRQ +HPDLQWDLQHGWKDWWKHUHZDVQRHYLGHQFHWKDW
WKH6RYLHWVKDGWULHGWRZDUQWKH.RUHDQSODQHWKRXJKLWKDGEHHQWUDFNHG
E\
LILF

LVVXHV

DQ

F

-RKDQ-RUJHQ+ROVW /LOOLSXWVDQG*XOOLYHUVPDOOVWDWHVLQDJUHDWSRZHUDOOLDQFH LQ*UHJRU\)O\QQ
DOOLHVWKHQDWLRQDO
'HQPDUNWKH1HWKHUODQGV
DQG1RUZD\
VHFXULW\
SROLFLHVRI%HOJLXP
HG1$72 V QRUWKHUQ
/RQGRQ &URRP +HOP L  S
 7KHVRXUFHRIWKHIRUFHGODQGLQJUXPRXUKDVQHYHUEHHQFOHDUHG6HHIRUWKLVDQGWKHUROHRIWKH&,$
WR)OLJKW DQGZKDW$PHULFD
ZKDWUHDOO\KDSSHQHG
LVGHVWUR\HG 
NQHZDERXW
6H\PRXU+HUVK 7KHWDUJHW
LW 1HZ <RUN 5DQGRP+RXVH ,  SS, , DQG5:-RKQVRQ6KRRWGRZQ)OLJKWRRDQG
FRQQHFWLRQ
WKH$PHULFDQ
1HZ <RUN 9LNLQJ,  SS


,

+ROODQGDQG1$72
6RYLHWUDGDUIRUVRPHWZRDQGDKDOIKRXUV+HFRQFOXGHGWKDWWKHUHZDV QR
H[FXVHIRUWKLVDSSDOOLQJDFW 
WKHDOOLHVKDGEHHQLQWKHGDUNDVWRWKHUHDO
8QWLO6KXOW] VSUHVVFRQIHUHQFH
IDWHRI.$/  7KH 'XWFKHPEDVV\LQ7RN\R IDLWKIXOO\
FRQILUPHGWKH
IURPWKHLQWHUQDWLRQDO
PHVVDJHV
SUHVVDJHQFLHVWKDWWKH%RHLQJKDGEHHQIRUFHG
WRODQGRQ6RYLHWWHUULWRU\
7KLVGHSHQGHQFHXSRQ$PHULFDQLQIRUPDWLRQ
FRQWLQXHGIRUVHYHUDOGD\VDIWHUZDUGV
$VVLVWDQW8QGHU6HFUHWDU\RI6WDWH
5LFKDUG%XUWEULHIHG
WKH:HVWHUQDOOLHVRQ 6HSWHPEHU
+HWROGWKHPWKDWWKH
8QLWHG6WDWHVKDGUHFRUGHGWKHFRQYHUVDWLRQV
EHWZHHQ6RYLHWJURXQGFRQWURO
DQGWKHSLORWRYHUDSHULRGRI PLQXWHV
EHIRUHWKHVKRRWGRZQ LQIRUPDWLRQ
ZKLFKZDVRIILFLDOO\
GHQLHG DQGWKDWWKHSRVVLELOLW\
FRXOGQRWEHUXOHGRXWWKDW
WKH6RYLHWVKDGFRQIXVHG.$/  ZLWKDQ$PHULFDQLQWHOOLJHQFHJDWKHULQJ
SODQHD PRGLILHG%RHLQJ GXEEHG5&, 7ZR GD\VODWHUD GLIIHUHQW
SLFWXUHZDVSUHVHQWHGDQRIILFLDO
DQQRXQFHPHQW
ZDVPDGHE\WKH$PHULFDQV
RII
WKHFRDVWRI.DPFKDWNDDWWKHWLPH
WKDWDQ5&, KDGEHHQRQDVVLJQPHQW
.$/ZDVSLFNHGXSE\6RYLHWUDGDU
DQGWKHSODQHKDGIORZQLQWKHYLFLQLW\
RIWKHFLYLOLDQDLUOLQHU
7KHDOOLHVZHUHWROGE\WKH$VVLVWDQW
RI6WDWH
6HFUHWDU\
IRU(XURSHDQ$IIDLUV
WKDW5&,DLUFUDIW
GRQRWHQWHU
/DZUHQFH(DJOHEXUJHU
6RYLHWDLUVSDFHGHVSLWHWKHZHOONQRZQIDFWWKDW5&,V GR VRPHWLPHV
6RYLHWDLUVSDFHLQRUGHUWRUHFRUG6RYLHWUDGDUUHVSRQVHV
SHQHWUDWH
KDGEHHQIRUFHGWRPDNHWKLVFODLPE\WKHSURSDJDQGD
7KH86 JRYHUQPHQW
RIIHQVLYH
RIWKH.UHPOLQ$IWHUUHPDLQLQJVLOHQWIRUDIHZGD\VWKH6RYLHW
8QLRQ GHFLGHGWRSUHVHQWLWVSLFWXUHZLWKIXOOIRUFH7KH 5&, ZDV D
WKH
JRGVHQG7KH IDFWWKDWWKH6RYLHWSLORWKDGSUREDEO\IDLOHGWRLGHQWLI\
.RUHDQ%RHLQJKDGEHHQHVWDEOLVKHG
E\WKH86$LU)RUFH,QWHOOLJHQFH86$), 
EXW86$), VLPSRUWDQW
FRQFOXVLRQWKDW
WKHUH
ZDVQR VSHFLILF
HYLGHQFHVKRZLQJ
WKDWWKH6RYLHWVKDGNQRZLQJO\VKRWGRZQDQDLUOLQHU Z
 DVQHYHUSDVVHGRQWR
WKHDOOLHVWKHLQIRUPDWLRQ
SURYLGHGE\86$), ZDV VTXHOFKHG E\WKHRWKHU
7KHODWWHU
DJURXS
LQWHOOLJHQFH
DJHQFLHVDQGWKH:KLWH+RXVH6SHFLDO*URXS
LQFOXGLQJ9LFH3UHVLGHQW*HRUJH%XVK6HFUHWDU\RI'HIHQVH&DVSDU:HLQ
EHUJHU&,$ 'LUHFWRU:LOOLDP&DVH\DQG6KXOW]GHFLGHGWRWDNHD KDUVK
UKHWRULFDO
VWDQFHWRZDUGVWKH6RYLHWVEUXVKLQJ
DVLGHLQIRUPDWLRQ
ZKLFKGLGQRW
ILW
LQZLWKWKHRIILFLDO
DVWRHQGDQJHU
SRVLWLRQ QRWKRZHYHUWRVXFKDQH[WHQW
FXUUHQW
DQG0DGULG
WDONVZLWKWKH6RYLHW8QLRQLQ*HQHYDRQDUPVOLPLWDWLRQV
LQ WKH&RQIHUHQFHRQ 6HFXULW\DQG &RRSHUDWLRQLQ (XURSH :HLQEHUJHU
DGYRFDWHGKDUVKHU
EXW3UHVLGHQW
HVSHFLDOO\
PHDVXUHV
5HDJDQVLGHGZLWK6KXOW]
KDGWULHGWRPDNHWKH.$/  DIIDLU
DQ
6RIDUWKH$PHULFDQDGPLQLVWUDWLRQ
E
XW
Q
RZWKHUH
ZDVDFKDQJH
2
QWKH
866RYLHW SUREOHP
H[FOXVLYHO\
PRUQLQJ



6HH'XWFK(PEDVV\ 7RN\R  WR10)$ , 6HSWL&RGH 6)LOH6RYLHW5XVVLD.$/ 10)$
)RU%XUW VEULHILQJ'XWFK(PEDVV\ :DVKLQJWRQ WR10)$  6HSWL&RGH 6)LOH6RYLHW
5XVVLD.$/  10)$ )RU(DJOHEXUJHU10)$ WR'XWFK3HUPDQHQW0LVVLRQ 1HZ <RUN 
6HSWL&RGH )LOH9195.RUHD.$/  10)$ 6HHDOVRWKHDFFRXQWE\WZRIRUPHU5&
+HUDOG7ULEXQHL 6HSWLDQG0DUWLQ6WUHHWO\86 DLUERUQH
H[SHUWV,QWHUQDWLRQDO
, LQWHOOLJHQFH
(/,17 V\VWHPVSDUW WKH%RHLQJ 5&, IDPLO\ -DQH V'HIHQFH:HHNO\L0DU ,
SS ,



LVGHVWUR\HG SS
&I+HUVK 7KHWDUJHW
 

,

,

,

&HHV:LHEHV
%HUW=HHPDQ
RI6HSWHPEHU
%XUWDJDLQEULHIHG
WKH:HVWHUQDOOLHV7KLVWLPHKHVWUHVVHG
WKDW
WKHGRZQLQJ RI .$/  ZDV D SUREOHPIRUWKHZKROH LQWHUQDWLRQDO
FRPPXQLW\7KHUHIRUHWKH6WDWH'HSDUWPHQWZDQWHGFORVHFRQVXOWDWLRQ
DQG
FRRSHUDWLRQZLWKWKHDOOLHVLQRUGHUWRSUHYHQW
WKLVNLQGRIGUDPDLQWKHIXWXUH
&RRSHUDWLRQVKRXOGWDNHVKDSHLQWKHILUVW
SODFHLQWKH81 6HFXULW\
&RXQFLO
%XUWWKXVDQQRXQFHGWKHVXEPLVVLRQ
RID81 UHVROXWLRQ
FRQGHPQLQJ
WKH6RYLHW
DFWDQGDVNLQJIRUDIDFWILQGLQJ
PLVVLRQ
DVZHOODVIRUDQLQYHVWLJDWLRQ
E\WKH
,QWHUQDWLRQDO
&LYLO$YLDWLRQ2UJDQL]DWLRQ
7KHILUVW
LQWKH6HFXULW\&RXQFLOKDGDOUHDG\WDNHQSODFHRQ
GLVFXVVLRQV
7KH6RYLHWDFWLRQZDVFRQGHPQHGE\PRVWRIWKHGHOHJDWHV,WZDV
6HSWHPEHU
$ZDQWRQFDOFXODWHG
GHOLEHUDWH
PXUGHU LQFUHGLEOHDQGDWURFLRXV
EUXWDOLW\ 
D IODJUDQW
DQGVHULRXVDWWDFNRQWKHVDIHW\
RILQWHUQDWLRQDO
FLYLODYLDWLRQ 1R
DFWLRQKRZHYHUKDG\HWEHHQWDNHQ7KHVHDFFXVDWLRQV
ZHUHVWLOO
EDVHGRQUDZ
DQGGLVSXWHGLQWHOOLJHQFH
GDWDZKLFKZHUHZLWKKHOGIURPWKHDOOLHV 
$ QHZPHHWLQJZDVVFKHGXOHGIRU 6HSWHPEHU,QSUHSDUDWLRQIRUWKDW
%XUWDJDLQEULHIHG
PHHWLQJ
WKH86 DOOLHVRQ6HSWHPEHU
DFWLQJRQWKHEDVLVRI
D1DWLRQDO6HFXULW\'HFLVLRQ'LUHFWLYHDSSURYHGE\5HDJDQWKDWVDPHGD\
7KHGLUHFWLYH
RXWOLQHGWKHPHDVXUHVWREHWDNHQZRUOGZLGHDJDLQVWWKH6RYLHW
8QLRQ7KHEDVLF$PHULFDQJRDOZDVWRVKRZWKHZRUOGRQFHDQGIRUHYHU
WKH
FRQWUDVW
EHWZHHQ6RYLHWZRUGVDQGGHHGV7KH6RYLHW8QLRQKDGWREHPDGH
WRDGPLWUHVSRQVLELOLW\
IRUWKHGLVDVWHU
KDGWREHLVRODWHGLQWKHDUHDRIFLYLO
DYLDWLRQDQGSUHIHUDEO\
KDGWREHFRQGHPQHGE\DQLPSDUWLDOLQYHVWLJDWLRQ
%XUWVWUHVVHG
WKDWWKHFULWLFDO
HOHPHQWLVWKDWZHDFWLQFRQFHUWWRGHPRQVWUDWH
WKHXQDQLPLW\RIUHYXOVLRQLQWKHFLYLOL]HGZRUOGWRWKH
YLVLEO\DQGILUPO\
6RYLHWDFWLRQDQGFRQGXFW
7KHPHHWLQJRIWKH6HFXULW\
&RXQFLORQ6HSWHPEHU
ZDVGRPLQDWHGE\86
DPEDVVDGRU-HDQH.LUNSDWULFN7KH GHOHJDWHVWR WKH&RXQFLO OLVWHQHGWR
UHFRUGLQJV
RIWKH6RYLHWILJKWHU
LQWHUFHSWV
$FFRUGLQJWRWKHVHWDSHVWKH6RYLHWV
KDGILUHG
QRZDUQLQJVKRWVDQGKDGQRWWULHGWRZDUQWKH.RUHDQFUHZLQDQ\
RWKHUZD\ 7KH SHUIRUPDQFHZDV LPSUHVVLYHDQG FOHDUO\LQIOXHQFHGWKH
SURFHHGLQJV)LYH GD\VODWHUWKH6WDWH'HSDUWPHQWLVVXHGFRUUHFWLRQVDQG
DGGLWLRQVWRWKHUHOHDVHGWDSHVZKLFKFOHDUO\VXSSRUWHGWKH6RYLHWYHUVLRQRI
HYHQWVEXWWKHGDPDJHKDGDOUHDG\EHHQGRQH)ROORZLQJWKHGHEDWHLQWKH
RIWKH8QLWHG6WDWHVWKH8QLWHG.LQJGRP
6HFXULW\&EXQFLOUHSUHVHQWDWLYHV
)UDQFHWKH1HWKHUODQGV
&DQDGD DOO1$72 PHPEHUV 
-DSDQ6RXWK.RUHD
$XVWUDOLDDQG1HZ =HDODQGVWDUWHG
ZRUNRQDGUDIW
UHVROXWLRQ
7KHVWURQJO\
ZRUGHGGUDIW
FRQGHPQHGWKH6RYLHW8QLRQIRUWKHVKRRWGRZQ







'XWFK(PEDVV\ :DVKLQJWRQ WR10)$ 6HSW , &RGH 6)LOH6RYLHW5XVVLD.$/ 10)$
'XWFK3HUPDQHQW0LVVLRQ 1HZ <RUN  WR10)$  6HSW , &RGH ',2DUFKLYHV )LOH9195
.RUHD.$/  10)$ DQG'HSW RI6WDWH%XOOHWLQ1R  2FW ,  SS
6HH+HUVK 7KH WDUJHW
LVGHVWUR\HG S
 LL DQG$OH[DQGHU'DOOLQ%ODFN%R[ .$/ RRDQGWKH
VXSHUSRZHUV
%HUNHOH\&$ 8QLYHUVLW\RI&DOLIRUQLD3UHVV,  S
'XWFK(PEDVV\ :DVKLQJWRQ WR10)$  6HSW , &RGH 6)LOH6RYLHW5XVVLD.$/ 10)$
&I-RKQVRQ6KWRRWGRZQ
SS ,,
.LUNSDWULFN VSHUIRUPDQFHFORVHO\UHVHPEOHGWKDWRIKHU
SUHGHFHVVRU$GODL6WHYHQVRQGXULQJWKHPLVVLOHFULVLV7KH81 ZDVDOVRXVHGLQ, DVDSODWIRUP
ZKHUHWKH6RYLHWFDVHFRXOGEHGHDOWDILQDOEORZEHIRUHZRUOGRSLQLRQ&I1DWKDQ 7KH PLVVLOH
FULVLV SS 

,,2

+ROODQGDQG1$72
GHPDQGHGDSSURSULDWH
FRPSHQVDWLRQDQGFDOOHGIRUWZRLQGHSHQGHQW
LQYHVWL
JDWLRQVRQHE\WKH,QWHUQDWLRQDO
&LYLO$YLDWLRQ2UJDQL]DWLRQDQGRQHE\WKH
81 6HFUHWDU\*HQHUDO
7KH 86 GHOHJDWHLQVLVWHGXSRQ VSRQVRUVKLSRIWKH
UHVROXWLRQ
E\DOOQLQHFRXQWULHV
DVWKH8QLWHG6WDWHVZDVXQZLOOLQJWRWDNHWKH
OHDGRQLWVRZQ7R REWDLQDQRWKHUSURSDJDQGDYLFWRU\WKH8QLWHG6WDWHVKDG
WRHQVXUHWKDWDWOHDVWQLQHPHPEHUVRIWKH6HFXULW\&RXQFLOVXSSRUWHGWKH
UHVROXWLRQWKLVZRXOGIRUFHWKH6RYLHW8QLRQWRXVHLWVYHWR6XSSRUWRQDV
EURDGDVFDOHDVSRVVLEOHZDVWKHUHIRUH
QHFHVVDU\
7KH86 GHOHJDWLRQLQ1HZ <RUNPRELOL]HGDOOLWVDOOLHV LQVLGHDQGRXWVLGH
1$72  WRREWDLQWKHQLQHYRWHV7KRVHRIWKH1RQ$OLJQHGVWDWHV
ZRXOGWLS
WKHEDODQFHRQHZD\RUWKHRWKHU%HIRUHWKHQLQWKYRWHFRXOGEHFRXQWHGRQ
WKHGUDIWUHVROXWLRQKDGWREHZDWHUHGGRZQFRQVLGHUDEO\
)RUDIHZGD\VD
DVGLSORPDWVLQ1HZ
VHHPHGWREHLQWKHRIILQJ
PDMRU:HVWHUQHPEDUUDVVPHQW
WKHUHVROXWLRQ
<RUNOREELHGIRUVXSSRUW
DVWKH
)LQDOO\0DOWDGHFLGHGWRVXSSRUW
DQGWKH6RYLHW8QLRQKDGWRYHWRWKHUHVROXWLRQ
$V6H\PRXU
QLQWKFRXQWU\
+HUVKFRUUHFWO\
QRWHG7KH8QLWHG6WDWHVKDGZRQLWVZRUOGZLGHSURSDJDQGD
YLFWRU\RYHUWKH6RYLHW8QLRQ 
7KUHHPRQWKVODWHUWKH86 JRYHUQPHQWWULXPSKHG DJDLQDVWKH,&$2
LWVUHSRUWRQWKHGRZQLQJRIWKHDLUOLQHU
7KHUHSRUWDQVZHUHGDV
SUHVHQWHG
DVLWIDLOHGWRDQVZHU0DMRULVVXHV
VXFKDVWKHTXHVWLRQZK\WKH
PDQ\TXHVWLRQV
%RHLQJ ZDVLQ6RYLHWDLUVSDFHZHUHOHIWLQWKHGDUNEXWWKH,&$2 ZDV
RIWKHVKRRWLQJGRZQ7KLVZDVWREHWKHODVW
XQHTXLYRFDOLQLWVFRQGHPQDWLRQ
VWDWHPHQW
RIFRQYLFWLRQ
DVWKH:HVWHUQQDWLRQV
GHFLGHGQRWWRSUHVHQW
WKHLU
FDVH
DJDLQLQWKH*HQHUDO$VVHPEO\$WWHQWLRQKDGSHWHUHGRXWWRUHHPHUJH
LQWKHZDNHRIWKHGRZQLQJRIDQ,UDQLDQ%RHLQJRYHUWKH3HUVLDQ
WHPSRUDULO\
*XOILQ-XO\,
$PHULFDQSROLF\ZLWKUHJDUGWRWKH.$/GLVDVWHU
ZDVEDVHGRQDZRUVWFDVH
VFHQDULRWKDW
OHIW
QRURRPIRUJLYLQJWKH6RYLHW8QLRQWKHEHQHILW
RIDQ\GRXEW
7KH 86 JRYHUQPHQWODXQFKHG D YLJRURXV DQWL6RYLHWFDPSDLJQ XVLQJ
XQEDODQFHGDQGFRQIOLFWLQJ
GDWD 7KH FRQFHUQVHHPHGWREHRQHRIVFRULQJ
IRUSROLWLFDO
SRLQWV
H[SRVLQJWKHDGYHUVDU\
EHLQJSURYHQULJKW
XVLQJWKHFULVLV
ZDVQRW
FRQGHPQDWLRQ
JDLQV FRQFOXGHV$OH[DQGHU'DOOLQ%XWWKHUKHWRULFDO
IROORZHGE\KDUVK
PHDVXUHV
2QWKHRQHKDQG:DVKLQJWRQGLGQRWZDQWDQDOO
RXWFRQIURQWDWLRQ
ZLWK0RVFRZDQGRQWKHRWKHU6KXOW]WULHGWREROVWHUKLV
RZQSRVLWLRQZLWKLQWKHDGPLQLVWUDWLRQ
E\WDNLQJDKDUGOLQH
LWVSRVLWLRQ,QWKHILUVW
IHZGD\VRIWKH
:DVKLQJWRQXVHGWKHDOOLHVWRVXSSRUW
EXWDVLWEHFDPHFOHDUHUDQGFOHDUHUWKDWWKH
FULVLV
WKH\ZHUHPHUHO\LQIRUPHG
DQGWKDW
6RYLHWVPLJKWQRWKDYHNQRZQWKDW.$/  ZDVDFLYLOLDQDLUOLQHU
WKHJRYHUQPHQW
86 LQWHOOLJHQFH
DJHQFLHVKDGSUREDEO\PRQLWRUHGLWVIOLJKW
WULHGWR UDOO\WKH DOOLHV WR EROVWHULWV SRVLWLRQDQG WR SUHYHQWPDMRU
(YHQDWWKDWSRLQWKRZHYHUWKHLQIRUPDWLRQ
HPEDUUDVVPHQWV
JLYHQWRWKH




LVGHVWUR\HG S
  ([WHQVLYHGRFXPHQWDWLRQLQ&RGH ',2DUFKLYHV )LOH
+HUVK7KH WDUJHW
9195.RUHD.$/  10)$ )RUVRPHFKLOOLQJREVHUYDWLRQVRQWKHFRQVHTXHQFHVRIWKLV
/RQGRQ
GHIHFWRUV
ELUGV6RYLHWSRVWZDU
VWRUP
SURSDJDQGDYLFWRU\*RUGRQ%URRN6KHSKHUG7KWH
:HLGHQIHOGDQG1LFROVRQ ,  SS 
'DOOLQ%ODFNER[S
,,,

%HUW=HHPDQ
&HHV:LHEHV
DOOLHVZDVQHYHUDVH[WHQVLYH
DVLWFRXOGKDYHEHHQWKH\ZHUHQRWWROGDERXWWKH
GLIIHUHQFHV
RIRSLQLRQEHWZHHQWKHGLIIHUHQW
LQWHOOLJHQFHJDWKHULQJ
DJHQFLHVLQ
:DVKLQJWRQDQG LQIRUPDWLRQVXSSRUWLQJWKH6RYLHW SRLQWRI YLHZ ZDV
ZLWKKHOGIRUDVORQJDVSRVVLEOH$OOWKH86 DOOLHVZHUHPRELOL]HGWRIRUFHWKH
6RYLHW8QLRQWRXVHLWVYHWRLQWKH6HFXULW\&RXQFLO
7KHDOOLHVFRPSOLHGEXWGRXEWVZHUHYRLFHG&DQDGLDQ3ULPH0LQLVWHU
3LHUUH
7UXGHDXIRULQVWDQFH
EHOLHYHGWKHVKRRWGRZQWREH D WUDJLFDFFLGHQW DQG
DFFRUGLQJWR7UXGHDXWKH86 JRYHUQPHQWGLGQ WKDYHDOHJWRVWDQGRQ ZLWK
UHJDUGWRLWVYHUVLRQRIWKHHYHQWV0DUJDUHW7KDWFKHU
UDUHO\
DIUDLGWRVXSSRUW
WKH8QLWHG6WDWHVWKURXJKWKLFNDQGWKLQUHPDLQHGVLOHQWIRU, GD\VEHIRUH
FRPPHQWLQJRQ WKHWUDJLFHYHQWV3UREDEO\WKHVHWZRQDWLRQVGLVFRYHUHG
WKURXJKWKHLUOLQNVZLWKWKH$PHULFDQLQWHOOLJHQFHFRPPXQLW\WKDWWKH
$PHULFDQVKDGXVHGPLVLQWHUSUHWHG
GDWD
7KHVPDOOHUDOOLHVZHUHPRUHGHSHQGHQWRQ$PHULFDQLQIRUPDWLRQ
EXWWKH\
WRGRXEWWKH$PHULFDQDFFXVDWLRQV
DIHZGD\V7KH'XWFKIRU
DOVRVWDUWHG
DIWHU
LQVWDQFHFOHDUO\VXSSRUWHGWKH$PHULFDQSRVLWLRQEXWGRXEWVURVHLQ7KH
WKHLQIRUPDWLRQ
DERXWWKH5&, ZDVPDGHSXEOLF7KH$PHULFDQ
+DJXHDIWHU
DGPLQLVWUDWLRQ V
VWDQFHWRD PXOWLODWHUDO
SROLF\FKDQJHIURPD XQLODWHUDOLVW
:HVWHUQRQHZDVQRWLFHG7KH'XWFKOLNHWKHRWKHU:HVWHUQDOOLHVPRYHG
DZD\IURPWKHLURULJLQDOKDUVKFRQGHPQDWLRQDQGODWHURQOHIWURRPIRUWKH
6RYLHWSRLQWRIYLHZ
&RQFOXVLRQV
,QYDULDEO\DQDO\VHVGHDOLQJZLWKWKHIXWXUH
RI1$72 SUHGLFWWKDWGHVSLWHDOO
WKHLQWHUQDO
1$72 ZLOOVXUYLYH/LNHZLVHDQDO\VHVRIWKHUROHDQGWKH
FULVHV
SUREOHPVRI VPDOOHUFRXQWULHVLQ WKHDOOLDQFHHQG SUHGLFWDEO\ZLWK WKH
FRQFOXVLRQWKDWWKHVHFRXQWULHV
ZLOOUHPDLQIDLWKIXO
SHUKDSVDOLWWOH
ELWFULWLFDO
EXWQHYHUWKHOHVV
7KLVVKRXOGFRPHDV
OR\DOPHPEHUVRI1$72 LQWKHIXWXUH
QR VXUSULVHIRUDVORQJDVWKHFHQWUDOUDWLRQDOHIRU1$72 V H[LVWHQFHWKH
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THE ALL-VOLUNTEER MILITARYAS A
"SOCIOPOLITICAL" PROBLEM
MORRIS JANOWITZ

The University of Chicago
The shift from a system of conscription to an all-volunteer military is a manifestation
of the long-term decline in the mass armed force in Western parliamentarysystem. The
end of conscription is no short-term measure but likely to persist so that the emergence
of an expanded all-volunteer armed forces raises a series of sociopolitical issues for a
political democracy. First, the hypothesis is examined that the military in the United
States is displaying an increased emphasis on its organization boundaries and distinctive
values. Thereby, its linkages with civilian society become attenuated and tied to special
segments of the social structure. Second, it is possible to examine the changing social
recruitment and, thereby, probe the hypothesis that the military-both the officer corps
and the enlisted personnel-each in its own fashion is becoming less and less socially
representative. These trends in social recruitment, especially of army officers, can
create an "ideological cast" in the military and serve as another source of political
cleavage. The implication is drawn that "institution building" is required in order to
insure civilian control and to articulate the military with the larger society.

With the termination of conscription on June 30, 1973, the United
States has been committed to maintaining an "expanded" military force
based on volunteer manpower. Because the expanded force is comprised of over two million men and
women, in contrast to the very small
volunteer force which the nation
had in previous peacetime periods,
it represents a unique development
in U.S. history.
There has been a prolonged public debate about the feasibility, morality, and sociopolitical impact of
the all-volunteer system. The end of
conscription came not only because
of the opposition to the war in Vietnam but also because of a series of
trends in military
long-term
technology, social structure, and international relations described below. The underlying assumption of

this analysis is that for a short term
at least, i.e., for the next ten years,
the all-volunteer system is most
likely to endure, even if it requires a
reduction in force levels and a lowering of standards in recruiting and
retaining personnel. My purpose
here is, therefore, to analyze the
conseemerging
sociopolitical
quences of contemporary trends in
military organization and in the social recruitment of the armed forces
that are linked to the end of conscription.
The impact of the all-volunteer
system on civil-military relations
and on domestic social structure is
hardly predetermined. It will be
strongly influenced by the political
and administrative policies used to
manage the all-volunteer force. In
particular, two sets of hypotheses
are offered which, in the absence of
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effective institution building, are
seen as potential focal points of
strain in civil-military relations and
of difficulties in effective civilian
control of the armed forces.
The end of conscription signals
the shift from a military establishment based on the mobilization of
civilians in time of war to a "force in
being" employing trained personnel
for immediate military tasks, especially that of deterrence. The first
hypothesis is that the organizational
format and the normative structure
of the "new military," in contrast to
the conscript force, displays an increased emphasis on its organizational boundaries and distinctive
values. Thereby, its linkages with
civilian society become attenuated
and tied to special segments of the
social structure. The normative conception of the "citizen-soldier,"
which was an essential element of
conscription and civilian control,
undergoes modification.
Second, compared with the system of conscription, the allvolunteer military is and will become less and less socially representative, in an alternate fashion for
officers and for enlisted men. For
enlisted personnel, the all-volunteer
system recruits more and more
heavily from submerged groups in
civilian society, with special emphasis on black personnel. At the
officer level, the career cadres
reflect specialized recruitment, with
a higher degree of self-recruitment
from within the military, increased
geographical concentration from the
South and Southwest, and a
stronger emphasis on academy
graduates. These factors, when
joined with the socialization and
promotion systems which select out
those with divergent orientations,
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will serve to develop a stronger conservative or right-wing politicomilitary orientation among professional officers.
A variety of indicators are available for exploring these hypotheses
through comparison of trends during the period of Selective Service
with those during the transitional
phase from 1968 to 1973 and during the first year of the all-volunteer
system. Obviously, the available
data serve only to demonstrate the
plausibility of the argument and to
supply a bench mark for continuing
scrutiny of this fundamental transformation in U.S. social structure.
The decline in reliance on Selective Service has been in effect since
1968 with the winding down of the
war in Vietnam. Table 1 presents
the trends in military manpower for
the Vietnam and post-Vietnam
periods. The shift in reliance on
conscription can be seen from a high
point of 343,000 draftees in 1968 to
50,000 in 1973, the last year of
Selective Service. Under an allvolunteer system, the military face
difficult problems in recruiting
TABLE 1
U.S.

FORCE LEVELS AND DRAFT
CALLS

Year

Active
Duty
Military
(In Millions)
June 30

1965
1966
1967
1968
1969
1970
1971
1972
1973

2.65
3.09
3.38
3.58
3.46
3.07
2.71
2.33
2.17

Annual
Draft
Calls
102,600
334,530
288,900
343,300
299,000
289,900
98,000
50,000
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adequate numbers and quality of
personnel. Civilian leaders seek to
meet manpower needs mainly by
raising financial incentives. But
there are limits to resources and to
the ability of wages to attract personnel. Moreover, those who can be
"attracted"to avoid oppressive poverty are limited in number because
of the extension of the alternative
benefits of the welfare state.
The all-volunteer force emerges
as a smaller establishment, but still
huge by past standards. At the
height of the Vietnam War the
armed forces of the United States
reached a manpower total of 3.6
million. In 1970 the President's
Commission on an All-Volunteer
Armed Force (1970) estimated that
a force of 2.5 million would be feasible. By 1974 the Department of
Defense reported that the total
force level had dropped to approximately 2.1 million. Projections for
the second half of the 1970's range
from two million down to 1.75 million as a result of both fiscal constraint and the difficulties of recruiting qualified personnel.

traditionally been "all-volunteer" is
to fail to capture the realities of
civil-military relations in the United
States. Universal military serviceand the notions of the "citizensoldier"-were constructions of the
American and French revolutions.
The extension to the mass of the
population of the right and the obligation to bear arms in the American
and French revolutions was truly a
"revolutionary" step and one linked
directly to the growth of parliamentary institutions. As Friedrich Engels asserted: "Contrary to appearance, compulsory military service
surpasses general franchise as a
democratic agency."
In actuality, the United States,
unlike France, did not institute conscription during peacetime, in good
measure because of its geographic
isolation. In peacetime, the U.S.
military was organized on the basis
of a very small professional cadre,
augmented in wartime by large
numbers of civilians who served as
officers and enlisted personnel and
whose essentially civilian loyalties
would prevent the emergence of a
military establishment at odds with
civilian political leadership. Only
THE DECLINE OF THE
during major hostilities-the Civil
MASS ARMED FORCE
War, World War I, and World War
The onset in the decline of the II-was universal military service
mass armed force based on con- instituted. Until the outbreak of
scription in the United States can be World War II, civilian control over
fixed at the end of World War II, the U.S. military was strengthened
although the Cold War, Korea, and because the federal government
Vietnam had the effect of prolong- supported a very small land force in
ing this military system. It is, how- peacetime. After hostilities had
ever, essential to recall, albeit ceased, the military was cut back to
a vestigial institution.
briefly, the sociopolitical contextThe American and French revoluand, in fact, the ideological
setting-in which conscription as a tions emphasized that every citizen
form of universal military service had the right to bear arms and that
was instituted in the United States. membership in the officer corps was
To assert that the U.S. military has not limited to socially privileged
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groups, but open to all. These were
ideological claims and goals which
were hardly achieved in reality and
practice. However, the ideological
appeals of the American Revolution
and the French Revolution contributed directly both to the citizensoldier concept and to the
emergence of the modern mass
In those
military formation.
conflicts, the insurgent political
leaders armed extensive sections of
the civil population and broke decisively with traditional patterns.
Under feudal and postfeudal
monarchial arrangements, military
formations had been staffed by
mercenaries, mien impressed into
service, and small delimited groups
of volunteers.
The political democracies which
these revolutionary movements
sought to establish rested on their
having armed their citizens, who in
turn demonstrated their loyalty
through military service. Military
service operated to assist the development of parliamentary institutions to the extent that mass armies
defined their recruits in terms of the
political idea of citizenship. Military
service emerged as a hallmark of
citizenship and citizenship as the
hallmark of a political democracy.
Political rights were to be achieved
by mass participation in the nationstate; and nationalism was required
to achieve social and economic
progress of the citizenry at large.
After 1945 the United States developed, for the first time in its history, a long-term expanded military
establishment based on conscription
to confront the international environment of the Cold War and for
the purposes of military intervention in Korea and Vietnam. The
sheer size of the expanded military
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establishment and the power inherent in a military continuously engaged in worldwide operations altered the traditional definition of
civil-military relations. The research
literature of political sociology has
analyzed the increased internal
power position of the military establishment and its impact on foreign
affairs (Mills, 1956; Janowitz, 1960,
1971). However, at the same time,
three factors became operative that
undermined the legitimacy and
rationale of universal military service: nuclear weapons technology;
the altered international environment; and internal sociopolitical
changes in the "affluent nations"
(anowitz, 1960, 1971).
First, the deployment of nuclear
weapons marked the technological
transformation of the military of the
advanced nations. Nuclear weapons
weaken but do not eliminate the
strategic concept of the inevitability
of war-the essential logic of traditional military forces. The concept
of strategic deterrence substitutes
for the conventional idea of "victory." The advent of nuclear
weapons changed the strategic role
of the military and raised fundamental issues about the validity of the
mass armed force and of the
citizen-soldier concept. However,
technological determinism is not
adequate for explaining the transformation of modern military institutions. Technological innovations must be placed in the broader
context of sociopolitical change in
international relations.
Second, neither small professional forces nor large conscript armies are able to maintain a Western
type of hegemony over the developing nations. The strength of
nationalism in these nations is too
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powerful; the assistance available to
them from the Soviet bloc and
China is too extensive; and in industrialized nations domestic rejection
of old-style imperialism is too powerful. The military's role is thereby
also altered.
Third, the decline of the mass
armed force and the rise of the allvolunteer force are an expression of
underlying processes of societal
change under advanced industrialism. Higher levels of education
and a more ample standard of mass
consumption have produced, in
wide segments of the population, a
diffuse but persistent reluctance to
serve in the military. Important sections of the population have come
to believe that service to the nation
and the solution of pressing
economic and social issues require
skills and outlooks other than those
associated with military life and organization. Internally, nationalism,
the very basis of the military establishment in the nineteenth century
and a rationale for universal military
service, has suffered erosion.
In
Western
industrialized
societies, the goals and style of
military institutions have been subjected to massive criticism. As a result, belief in the moral worth of
military service has been shaken. In
part, hedonism and the importance
of self-expression supply a new basis
for resistance to military authority.
The sheer destructive power of
weapons systems and the apparent
feeling that political leaders are unable to control the nuclear arms race
are also essential ingredients of the
hostility toward military institutions. In the United States, moral
revulsion against the Vietnam War
has produced added dimensions.
But reluctance to serve in the military is widespread throughout

Western nations. Thus, even Germany, with no political involvement
in Vietnam, has revealed the same
pattern.
These
and
technological
sociopolitical trends have resulted
in a decline of the mass armed force
and the move toward an allvolunteer force. It has taken 25
years for these trends to become
fully evident in the United States. In
Western Europe, in 1962, Great
Britain was the first NATO nation
to implement the all-volunteer concept, in part because of economic
pressure. In the smaller nations of
NATO, Belgium, the Netherlands,
and Denmark, the conscript service
term has been shortened and contingency plans for all-volunteer
forces are being formulated. West
Germany is heavily committed to
some form of conscription because
of its strategic and political requirements. But the Germans are
exploring alternative systems, including an all-volunteer professional
core, augmented by short-term conscripts, organized as a modern territorial militia. Even in France, with
its historical commitment to conscription, including the parties of
the left, conscript service has been
shortened, and the debate about an
all-volunteer force is being pursued
intensively.
Thus, from a sociological point of
view, the implication of the shift to
an all-volunteer force for civilmilitary relations can be analyzed in
terms of changed patterns of military organization and trends in social recruitment.
CHANGING MILITARY
ORGANIZATION

The first hypothesis centers on
the changing organizational format
of the military and asserts that,
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under the all-volunteer system, the
military becomes a more selfcontained institution with more
selective linkages to civilian society.
Of course, the expanded military establishment, with its complex
technological base, cannot return to
the social isolation and pervasive institutional differentiation of the
period between the two world wars.
However, data on personnel turnover, recruitment patterns, skill
structure, and organizational environment indicate significant emerging trends which imply a strengthening of the boundaries between the
military and civilian sectors of society.
Conscription operated as a positive element in civil control because
it resulted in the massive inflow and
outflow of civilians through the
armed services. Citizen-soldiers as
enlisted personnel helped maintain
linkages between civilian sectors
and the military and were part of the
long-term efforts to "civilianize" the
military. Although recruitment
through Selective Service was
employed mainly by the ground
forces, its impact-draft motivation,
as it was called by the military-was
essential for recruiting manpower
into the naval and air forces. Conscription supplied the majority of
the enlisted personnel during the
Cold War. These enlisted personnel
served between two and five years
and returned to civilian life. Only a
very tiny cadre of noncommissioned
officers made the military a way of
life and served twenty years or
longer, while a much smaller
number served between eight and
12 years.
Under the all-volunteer force
structure, personnel turnover begins to slow, although this is far
more important in civil-military re-
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lations at the officer level. Since
1968, military policies, including
pay rates, have been instituted to
reduce personnel turnover among
enlisted personnel because it is assumed that lower rates of turnover
will reduce personnel and training
costs. The all-volunteer system has
also been designed to articulate with
contemporary military technology
which requires longer periods of
training. In particular, the skill
structure of the services, especially
of the Air Force and the Navy, requires a larger enlisted personnel
with higher rank, who are, therefore, eligible for longer careers in
the military service. As a result, the
average term of initial tours has
been lengthened. For example, in
the ground forces combat units, the
effective length of service has increased for initial tours from 26
months to 36 months (Secretary of
Defense, 1974: 185.). There is
every reason to project that the average length of service in enlisted
ranks in all services will continue to
rise during the next decade.
to staff an allNevertheless,
volunteer force of two million,
some 300,000 new recruits must be
obtained annually.
At the officer level, personnel
turnover was strikingly high during
the 1950's and 1960's. The bulk of
the ROTC graduates, who constituted under conscription over 90
percent of the annual additions,
served two years; only a limited
number served for more than four
years. Large numbers of reservists
were on duty from 1945 to 1970 for
relatively short periods of time.
With the end of conscription,
selected categories of ROTC
officers are obliged to serve for
longer periods; and the military establishment has altered its person-
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nel policies in an effort to retain
more ROTC officers for longer
periods of active duty. In part this is
the result of the continued decline
in ROTC enrollments. Although
changes have been made in the
ROTC curriculum and two year
courses have been introduced, the
number of students has dropped
sharply: 264,000 in 1966; 156,000
in 1970; 75,000 in 1973. Moreover,
the military services believe that
long periods of military service are
required for organizational effectiveness.
But the most pronounced trend
in personnel that reinforces a more
self-contained military institution is
comprised of both the reliance on a
larger percentage of academy
graduates in the active-duty force
and a return to the practice of the
dominance of
leadership by
academy graduates. (This trend articulates with the stronger emphasis
on self-recruitment of military sons
into the military academies and the
powerful impact of professional
socialization.)
In an effort to maintain organization boundaries and prerogatives, all
three services have increased the
number and proportion of officers
trained at the service academies and
have retained a strong emphasis on
academy training as a criterion for
elite positions. Before the Air Force
Academy was established in 1955,
enrollment at the two service
academies numbered fewer than
6,200. By 1970 there were approximately 13,000 military cadets in the
academies because of the establishment of the Air Force Academy and
the expansion of West Point and
Annapolis.
Although there is considerable attrition of cadets during the under-

graduate years and although between 20 and 25 percent of the
academy graduates leave the service
after the obligated tour of duty, service academy graduates do rise to
dominate the general and flag officer
ranks. While the concentration of
nonacademy graduates increased in
the top ranks during the 1960's, the
expansion of cadet graduates and
the contraction of the military establishment again strengthen the continued dominance of academy
trained officers.
Another precise indicator of the
interpretation of military institutions and civilian society has been
the long-term increase in the transferability of skills from the military
to the civilian. This increase has
been growing continuously since
the Civil War. For example, military
types of occupations for enlisted
men accounted for 93.2 percent of
the personnel in the Civil War, but
after the Spanish-American War
civilian types of occupations began
to predominate. By 1954 only 28.8
percent of the army enlisted personnel were engaged in purely
military occupations. The same pattern obtains for officers and, to an
even greater extent, for both the
navy and the air force (Report on
Conditions of Military Service,
1955). However, during 1960-70
the limits of this trend were
reached. For example, the proportion of army enlisted personnel
whose primary specialty was ground
combat fell from 39.3 percent in
1945 to 28.1 percent in 1960, although in 1963 the figure was 28.8
percent (Wool, 1968).
Thus, while the overwhelming
bulk of military personnel have occupational specialties equivalent to
those in civilian life, a core persists
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which has only military specialties.
It is particularly important that persons with military skills have the
highest prestige in the military. The
present skill structure in the military
is likely to persist under the allvolunteer army, and, in fact, some
purely civilian operations and
specialties will be eliminated. The
results are to limit civilianization
and to maintain the basis of differentiating military organization
from the larger society.
In addition to personnel practices
and skill structure, the organizational boundaries of the military
clearly reflect its authority structure
and the professional definition of its
goals. Since the turn of the century,
there has been a continuous trend
toward increased organizational
convergence between military and
civilian institutions (for a summary
see Janowitz, 1965). This trend has
been linked to a change in the basis
of authority and discipline in the
military establishment, namely, a
shift from authoritative domination
to a greater reliance on explanation,
expertise, and consensus. This shift
has reflected the civilianization of
the military as a result both of new
weapons, which required complex
coordination, and of the continuing
impact of conscription, which
brought a vast number of civilians
into the military establishment. The
advent of the all-volunteer force has
at least slowed or ended this trend
and even introduced some countertrends toward more traditional
forms of authority.
the
countertrend
However,
reflects more than the decline of the
citizen-soldier concept. It also
reflects the conscious effort of the
military leaders to "reestablish
military authority," which important
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segments of the military profession
believe had been weakened by excessive civilianization.
In the aftermath of the agonies of
Vietnam these military leaders have
emphasized "combat readiness" and
the imagery of the "fighting man" as
the basis of recruitment and morale.
In fact, an overwhelming incentive
for joining the volunteer force, in
addition to the pay scale, has been
the training and educational benefits
associated with military service
(Johnston and Bachman, 1972).
This renewed emphasis on the
military function and on a combatready organization serves to highlight the distinctive features of the
military. Thus, professional ideology and military realities are creating self-conceptions which serve as a
powerful counterforce to civilianization. In effect, the activities subsumed under the term "military"are
numerous and, in terms of numbers
of personnel, are mainly logistical
and administrative. Moreover, the
armed forces have incorporated
many functions which could be performed by civilian agencies. But the
core of combat-oriented professional officers set the dominant tone
for the military establishment and
reinforce the combat mentality
under the all-volunteer system.
However, the boundaries of the
military as a social organization are
more than the mental definition its
members create. Changing military
technology and emerging military
strategy have served gradually since
1945 (and more decisively since
1970) to limit the trend toward
civilianization. A strategy of deterrence that relies on nuclear weapons
has produced a military force with
increasingly distinct boundaries that
is more sharply differentiated from
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civilian society. In order to staff nuclear weapons, the military becomes
more and more a self-contained
force on ready alert. There is a contraction of the idea of mobilizing the
citizen reserve force. Likewise, even
the conventional force, especially
the ground force, emerges progressively more in the mold of a force in
being and less as a cadre to be
mobilized in time of "war."
These dimensions of personnel
turnover, skill, authority, and professional ideology are augmented by
elements of social ecology. When,
after World War II, the military remained an enlarged organization,
large numbers of its personnel were
forced to live outside of military
bases. Gradually the armed forces
have been increasing their housing
resources; and with the decline in
the size of the active duty force, the
trend is toward increased residence
on military installations.

havior. But this is not to discount
the continuing significance of the
social background of the officers in
the military profession, since we are
dealing not only with those factors
which condition attitudes but also
with sources of legitimacy of the
military. In the United States, the
legitimacy of the military requires
that it avoid undue self-recruitment
and that it have a broadly representative social composition.
The second hypothesis, as it relates to officer recruitment, needs to
be seen in conjunction with the procedures of officer socialization. The
military profession in Western Europe and the United States, both by
its social recruitment and by its organizational ethos, has tended to
display a strong conservative sociopolitical outlook. The hypothesis
can be offered that both the emerging pattern of recruitment under the
all-volunteer system, with its
stronger emphasis on self-recruitment from a less representative soSOCIAL RECRUITMENT OF
cial base, plus the impact of profesOFFICERS
sional socialization, will strengthen
The second hypothesis deals with this
traditional
sociopolitical
shifts in the pattern of officer re- perspective.
cruitment as core indicators of
Before 1940, the military profeschange in the military; and these sion in the United States, because of
measures are especially relevant congressional appointments to the
with the advent of the all-volunteer service academies and the role of
force. There are, of course, many in- the ROTC land-grant colleges, was
tervening variables between the so- less selective in its recruitment than
cial origin of a professional group the military in other Western naand its sociopolitical perspective tions. However, it did have a
and operating behavior. As Karl definite selectivity. Its social comMannheim (1940) emphasized, be- position was reinforced by the recause the division of labor in mod- gional concentration of the military
ern society has become more and installations in the South and by the
more complex, the processes of resulting patterns of marriage and
socialization, including professional kinship that developed. The memsocialization, have an increasing ef- bers of the U.S. military profession,
fect, compared with social origins, especially its elite, were recruited
in accounting for sociopolitical be- largely from white Protestant estab-
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lished families affiliated with the
South from 1900 to 1940. A strong
concentration came from the
upper-middle class with small-town
and rural backgrounds. But the
long-term development of the mass
army has produced a transformation
in recruiting patterns. "The military
elite has been undergoing a basic
social transformation since the turn
of the century; these elites have
been shifting their recruitment from
a narrow, relatively high social
status to a broader base, more representative of the population as a
whole" (anowitz, 1960; 1971: 9).
This broadening of the recruitment
base has reflected the growth of the
military establishment and the demand for larger numbers of trained
specialists, as well as the political
trend toward the "democratization
of recruitment" especially to include
previously excluded minorities.
Perhaps the most dramatic measure
of this is reflected in the fact that,
among the top officers of the U.S.
army in 1935, two percent came
from working-class backgrounds,
while the figure had reached 19 percent for the cadet class of 1960 at
West Point (anowitz, 1960; 1971:
91).
The trend toward a broader social
base and the impact of large-scale
mobilization of civilians directly
into the career officer corps during
World War II meant that, during the
postwar period, the sociopolitical
outlook for the professional military
had a conservative emphasis but
hardly a pronounced bias of political
extremism. Questionnaire data collected in 1954 from high-ranking
officers on duty in the Pentagon
showed that only 21.6 percent identified themselves as conservative,
45.3 percent as a little on the con-
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servative side, and 23.1 percent as a
little on the liberal side.
The trend toward a less representative officer corps began to manifest itself even before the end of
conscription and is likely to continue. First, officer recruitment has
come to be based more and more on
self-recruitment. All professions
of selfhave a component
recruitment; about 25 percent of
the recruits to the medical profession are sons of doctors. It is doubtful that the military officer cadres
could be filled without at least a
comparable input from sons of
military personnel. The ROTC system and congressional selection of
candidates were designed to prevent
an over-concentration of offspring
of military personnel in the service
academies. However, the selfrecruitment of the military officer
has increased in all three services
since 1945. In the 1960s more than
25 percent of cadets entering the
ground force and naval academies
came
from
milicareer
tary families. Their fathers were
either on full-time career duty or
had completed 20 years of service.
(There appears to be much less
self-recruitment in the Air Force
Academy.) If uncles and close relatives who were career military men
had been included, the percentage
would, of course, have greatly increased. Although precise data are
not available, there has been a
marked increase in the number of
sons of noncommissioned officers at
the service academies. Among
military offspring, linkages with
civilian society tend to be attenuated, and a sense of social isolation is often present.
Then, too, the regional representativeness of the officer corps is de-
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dining, especially in the ground
forces. As a result of student protest
and other political factors, ROTC
units in the Northeast and the Midwest have been closed down and
moved to the South and Southwest.
With the end of the pressure of conscription, the South and now the
Southwest are more likely to produce persons interested in a military
career.
Also, in recent years, social recruitment into the military, especially into the service academies, has
emphasized selection from "modest" social backgrounds. The service
academies continue to offer important opportunities to recruits from
working-class families. Thus, 17.6
percent of the class of 1971 at the
U.S. Military Academy were from
the working class; at the U.S. Naval
Academy, 20.1 percent of the
cadets in the class of 1971 described
their background as blue collar
(Lebby, 1970). While the military
seeks to describe its typical cadet as
a person whose "father had some
college education and is a business
or professional person" (Office of
Research, U.S. Military Academy,
1969:1), in effect, there has actually
been a decline in sons with an
upper-middle-class business and
professional background and a
strong emphasis on recruiting from
selected lower-middle-class sources.
New recruits come from families
with more limited educational
backgrounds and with less cosmopolitan perspectives. There is no
reason to assume that broadening
the basis of recruitment-that is,
"democratization" of the sources of
recruitment-produces new cadres
with stronger commitments to civilian control and a rational and pragmatic approach to military policy.

On the contrary, both in the military
academies and among ROTC
cadets, new recruits come from
more provincial, less educated
backgrounds and are likely to produce more traditionalistic, conventional and conservative perspectives.
And, while minority groups have
been underrepresented in the
officer corps and while this deficit
will continue, there is no reason to
expect that the officer corps will be
completely devoid of minoritygroup members, especially of
blacks. In fact, the ability of the
officer corps to attract and retain
minority-group members may well
be one unanticipated trend; there
had been an expectation that the
officer corps would become allwhite.
During World War II and immediately thereafter, blacks were
particularly attracted to the officer
ranks of the ground forces. Many
served as enlisted personnel and, on
the basis of ability and initiative,
were able to rise to the officer ranks.
Their total concentration was limited, but the expanding trend was
significant. The overall percent of
black officers in 1962 was 1.7; for
the army, the figure stood at 3.3
percent (Table 2). In the 1960's, the
civil rights movement gave collegeeducated blacks increased opportunities for career advancement in
civilian society. The attractiveness
of the military declined. The increase in black officers was very limited. By 1970, the overall figure
for black officers was 2.2 percent.
However, active recruiting into the
service academies has produced, in
the early 1970's, a marked increase
in cadets with minority-group
backgrounds. At West Point,
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TABLE 2
BLACK PARTICIPATION IN THE ARMED FORCES, 1962-1970
Military
Service

As of December 1970
Total

As of 31 December 1962

Black

%

Total

Black

%

Army
Total
1,229,707
Officer
160,291
Enlisted 1,069,416

149,318
5,392
143,926

12.1
3.4
13.5

950,132
107,685
842,447

106,962
3,509
103,453

11.3
3.3
12.3

Navy
Total
644,577
Officer
77,679
Enlisted 566,898

30,937
512
30,425

4.8
0.7
5.4

651,659
70,689
580,970

30,602
194
30,408

4.7
0.3
5.2

Marine Corps
Total
231,601
Officer
23,034
Enlisted 208,567

23,590
296
23,294

10.2
1.3
11.2

190,417
16,804
173,613

13,392
41
13,351

7.03
0.2
7.7

Air Force
Total
755,162
Officer
128,340
Enlisted 626,822

75,429
2,202
73,227

10.0
1.7
11.7

613,741
106,692
507,049

47,892
1,328
46,564

7.8
1.2
9.2

All Services
Total
2,861,047
Officer
389,344
Enlisted 2,471,703

279,274
8,402
270,872

9.8
2.2
11.0

2,405,949
301,870
2,104,079

198,848
5,072
193,776

8.3
1.7
9.2

Source: Department of Defense, Office of Assistant Secretary of Defense (Equal Opportunity).

minority-group officers (blacks,
Spanish-surname, etc.) rose from
three percent in the school year
1970-71 to 7.8 percent in the school
year 1973-74--a figure the military
considers far short of its desired
goals. Moreover, the ability of the
ROTC to attract black recruits has
also grown, during a period when
the interest of white students has
declined. Thus, in ROTC units, the
concentration of minority-group
members rose from 10.7 percent for
the school year 1970-71 to 22.3
percent in the school year 1973-74.
Blacks entering the officer corps
are, of course, race conscious, but
they are hardly militants.

The social recruitment of the
officer corps, as measured by trends
in self-recruitment, geographical
affiliation and, to a lesser extent, in
social composition reflects an extension of the conservative emphasis in
the military profession. But it is the
system of socialization which supplies the crucial intervening variable. Two penetrating studies of
at
socialization
the
service
academies in the United States highlight the unanticipated conclusion
that the military academies have
only a very limited impact in fashioning professional perspectives
(Lovell, 1964; Lebby, 1970). On the
contrary, the socialization process
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operates mainly by negative liamentary institutions. In terms of
selection-not by changing attitudes trends, the assertion that requires
but by eliminating those young analysis is that the social unreprecadets who do not fit into the ideal sentativeness of the enlisted ranks,
or desired mold. The same process especially in the ground forces, inof negative selection continues to creases with the advent and reality
operate at each level in the hierar- of an all-volunteer force.
The military under Selective Serchy of the military establishment;
those who do not fit in are not pro- vice served as a channel of social
moted or select themselves out. mobility for limited segments of
This process has been documented civilian society; the all-volunteer
in some detail for the Swedish mili- force will continue to perform this
(Abrahamson, function. However, during the Viettary profession
1972). The process of negative nam War, the issue of the represenself-selection implies that the social tative character of the enlisted ranks
background of those who are re- and the social class incidence of
cruited has a continuing sociological casualties became a matter of inrelevance; the characteristics and tense public debate. The available
values of the persons who are re- data and analysis are hardly definicruited set the limits on this nega- tive, but the degree of distortion
tive selection. As a result, given the may well have been overemshift in recruitment patterns plus phasized. According to an NORC
the socialization process, the officer survey conducted in 1964, the
corps contains the elements for Selective Service System, with its
more
extensive
tough-minded medical and mental screening, unpolitico-military perspective and a derselected the very poorest, while
strong conservative or right-wing educational deferments exempted a
political ideology.
segment of middle-class youths.
When these data are standardized
SOCIAL RECRUITMENTOF
for age, the difference by social
ENLISTED PERSONNEL
group tends to contrast notably with
What are the trends in the re- the exception of the limited segcruitment of enlisted personnel? ment with extensive post-A.B. edu(Duncan,
Unpublished
Obviously, the enlisted ranks of an cation
all-volunteer army will have a con- document). The changes in Seleccentration of men from the lower tive Service introduced during the
strata of society (Moskos, 1970). height of the Vietnam War led to
But how marked is the imbalance? the ending of college exemptions
The civil-military problem is less and produced a more representative
that of the political orientation of enlisted body. However, during the
the enlisted ranks than of the politi- Vietnam War, blacks, once incal legitimacy of a military recruited ducted, tended to be concentrated
exclusively from the lowest strata in the ground forces, especially in
and overwhelmingly staffed by the combat units. Official statistics
blacks and members of other minor- released during the Vietnam period
ity groups. Such a force would pose reported an overconcentration of
a fundamental issue of political casualties among blacks. It is, of
legitimacy for a society with par- course, necessary to determine the
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extent to which the pattern of
casualties was a racial or a social
class phenomenon. However, full
statistical analyses based on final
casualty records and standardized
for age have not been completed;
preliminary analysis indicates that
the differences, if they exist, were
limited (Willis, undated).
With the advent of the volunteer
force, there has been an immediate
shift in the pattern of social recruitment. The enlisted ranks have been
filled more and more from the less
educated and from the lower social
strata, and especially by blacks
(Moskos, 1973). Any extensive impact of casualties under the allvolunteer force would present a
more strongly unrepresentative pattern.
Socioeconomic background must
be inferred from measures of education, academic achievement, and
minority-group status. Taken together, these supply essential information about the trend under the
all-volunteer force. Official sources
have sought to deemphasize the
trend, e.g., the Secretary of the Army's report, The VolunteerArmyOne Year Later, issued on February
11, 1974. However, the short-term
trend, starting with the reduction in
the number of conscripted personnel in 1968 and continuing after the
end cf the Selective Service, has
been toward a heavier and heavier
reliance on the lowest social
stratum. It is interesting that volunteer recruitment into the forces,
again particularly into the ground
forces, is more concentrated in the
South and Southwest. The cultural
dimensions which motivate young
men to enter the officer corps also
operate for enlisted personnelbut, with enlisted personnel, we are
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dealing with young whites and
blacks who have not completed high
school, since these groups continue
to carry the "military"orientation of
the South.
The most direct indicator of the
shift in enlisted recruitment has
been the elimination of personnel
who enter those ranks with some
college background. Under conscription, the percentage was limited but clearly served to produce an
important element of social representativeness. In the army in
1961, 18 percent had had some college education. During the first six
months of calendar 1973, the army
had 22,257 new enlistments, of
whom only 538, or less than three
percent, had some college education
(Secretary of the Army, 1974, 11-7).
They enlisted because intensive efforts were made to recruit students
with some junior college training,
attracting them by means of lateral
entry, i.e., they entered with some
grade in rank because of their occupational specialty or skill.
Educational level is not only an
indicator of social representativeness, but is also a measure of
minimum standards of quality and
performance. Congressional legislation in 1974 required that 70 percent of new enlistments be highschool graduates. For the ground
forces, the figures showed a decline
from 69 percent high-school
graduates for the first half of calendar 1973 to 54 percent for the second half of that calendar year. This
educational requirement plus other
factors resulted in the inability of
the ground forces to meet their
goals for fiscal 1974 by a shortage of
approximately 30,000. Moreover,
the concentration of high-school
graduates would have been lower if
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there had not been an increase in tiveness has come to focus on the
the enlistment of women with concentration of blacks in the enlisted ranks. The long-term increashigher educational levels.
One's number of years of educa- ing concentration of blacks is pretion is an appr6ximate measure of sented in Table 2. In 1970 the Presone's position in the social struc- ident's Commission on an Allture. A more sensitive indicator of Volunteer Armed Force predicted a
the trends in social recruitment and maximum of 15 percent, while civilof the reliance in the enlisted ranks ian specialists doubted this estimate.
on the excluded and marginal Subsequently, the official sources
groups in society can be derived revised the predicted point of
from examining mental test scores leveling-off the concentration of
tests). blacks upward to 18 percent, but
(essentially achievement
Since tests and definitions vary over there has been little justification for
time, long-range comparisons are these predictions. In 1962 the overnot possible. However, the short- all concentration of blacks in the
range trend indicates the extent to armed services at the enlisted level
which the ground forces rely on stood at 9.2 percent. The navy had
those who are the products of de- only 5.2 percent; the Air Force, 9.2
prived slum and rural educational percent; and the army, 12.3 percent.
systems. The military classification Since that period, the figures have
system is based on five categories: gone consistently upward. By 1970
Category One is the highest mental the figure had reached 11 percent
category, and Category Five is the for the services as a whole. The conlowest. On the basis of a survey centration in the army was 13.4 perconducted in Fall, 1974, no more cent in that year.
than 19 percent of the enlisted perTable 3 presents the year-by-year
sonnel could be in Category Four if increase in black enlisted personnel
the force were to have the during transition to the all"minimum essential quality re- volunteer force. By 1972 the figure
quired by the Army in order to as- for enlisted blacks in the ground
sure skill trainability." Sixty-one forces was 17 percent; by 1974 it
percent had to be in Categories One was 19.9 percent. In fact, in Fall,
through Three. However, for 1973, initial black enlistments into
calendar 1973, the ground forces the army jumped to one-third; this
failed to meet this standard. Only 55 figure temporarily declined to about
percent of the new personnel were 25 percent in Spring, 1974, but
in these higher mental categories. In reached 30 percent during July and
1959, the army had 83.4 percent in August of that year. In short, the
comparable mental categories. No advent of the all-volunteer force has
doubt an important segment could produced an overconcentration of
be retrained and given suitable blacks in the ground forces and a
compensatory education. But as a continually rising percentage in the
of
measure
socioeconomic other services.
The crucial element is not only
these
indicators
reveal
background,
the direct impact of the end of the the increasing rates at which blacks
enter the military but also the
draft.
The issue of social representa- higher rates of reenlistment of
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TABLE 3
UNITED STATESARMEDFORCES,1971-1974
BLACKPERSONNELAS PERCENTOF TOTALENLISTEDSTRENGTH
Fiscal Yr.
Fiscal Yr.
Fiscal Yr.
First Half

1971
1972
1973
FY 74

Army

Navy

Marine Corps

Air Force

DoD

14.3
17.0
18.6
19.9

5.4
6.4
7.7
8.1

11.4
13.7
16.9
17.7

12.3
12.6
13.4
13.8

11.4
12.6
14.1
14.9

Source: Secretary of Defense, Annual Defense Department Report, FY, 1975, p. 186.

blacks compared with whites. In estimating the future, the Department
of Defense has emphasized that the
pool of qualified blacks is finite; this
fact will place an upper limit on the
percentage of blacks in the service.
However, it is difficult to make a
precise or even generalized estimate
of the point at which equilibrium
will be reached, except to anticipate
a continued increase in the concentration of blacks. Official sources indicate that 30 percent would be the
"equilibrium" point. A figure of approximately 50 percent may be a
more accurate estimate of an
equilibrium point. However, no one
can say when the tipping point
would be reached-the point at
which whites stop enlisting in a particular military service or unit because of the overconcentration of
blacks there.
A reduction in the size of the
armed forces would operate as
another control, since a smaller
armed force would have higher educational standards and, therefore,
fewer blacks. A quota system would
be unconstitutional. However, it
may well happen that the allvolunteer military will have the unanticipated consequence of increasing the emphasis in the military on
the technical and vocational training
of its underprivileged recruits and
on preparing them to leave for ap-

propriate civilian jobs. The armed
forces already have programs of this
type and encourage employers to
recruit from their ranks. Black social welfare agencies have become
active in such programs.
When the manpower trends
under an all-volunteer system are
described, the increase in women in
the service-in both the officer and
enlisted ranks-is most striking.
Women constitute an excluded
minority group to be mobilized to
meet manpower shortages. In the
search for manpower, the military
authorities have extended their recruitment of women. Until the end
of the 1960's women were limited
to two percent of the active duty
force and confined to certain occupational specialties. By 1974 the
services had increased their utilization of women and set goals of as
high as six to eight percent for women. Goldman (1973) has traced
the broadening of occupation opportunities for women in the military. It is notable that these goals are
easily met-and from personnel
with higher achievement test scores
than men. However,, since women
appear to be excluded from combat
units, it is hardly likely that their
concentration will rise above ten
percent. The implications of increased numbers of women for the
organizational format and values of
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the military remain an important research topic.
CONCLUSIONS

On balance, the advent of the
all-volunteer force weakens the social representativeness of the military, especially through increased
self-selection, and is accompanied
by internal changes which increase
the differentiation of the military establishment from the civilian society. Thus, the tasks of civilian control are made more complicated.
These trends do not imply an increase in the potential for a traditional military coup d'etat. Rather,
they raise the likelihood that the
military will continue to operate as a
powerful pressure group with a distinctive and relatively unified outlook and ideology. Issues concerning the size of the military budget
and the role of the military in
foreign and domestic affairs are certain to persist as sources of intense
political debate and controversy. A
military establishment with selective
linkages to civilian society, with a
strong element of social unrepresentativeness, and with a presumed
"ideological" cast, is likely to be the
source of political conflict and dissensus with segments of civilian society.
The policies and locus for countermeasures in a democratic society
focus on the system of military education and on career management of
the military profession in order to
build new institutional controls to
strengthen civilian management of
the military. Increased emphasis on
civilian education for military
officers would appear essential, but
the pressure to lower the military
budget has already resulted in Congressional reductions of such ex-

penditures. The restructuring of the
idea of the military career into a
modern citizen-soldier concept
would be another approach. Professional military service would include
periods of assignment to civilian
employment and, after a specified
term of military service, officers
would be shifted into the civilian
civil service. Entrance into the military would, thereby, not be perceived as selecting a highly
specialized and differentiated career
but as taking one step in a career in
public service. Movement in this direction appears remote because
many civilian occupational groups
strongly resist incorporating into
their ranks men who have served in
the professional military.
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