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About the Office of Children's Ombudsman 

MISSION 

Helping to improve Michigan's child welfare system through 

awareness, advocacy, public education, review, and 

recommendation. 

VISION 

To advocate for children by transforming the office to better 

accomplish influence within Michigan's child welfare system. 

VALUES 

• Function as an independent and impartial agency while maintaining

confidentiality accomplished through credible review processes.

• Continue to foster an organization that promotes diversity, equity, and

inclusion, internally, externally, and within the child welfare system.

The Office of Children's Ombudsman (OCO) is an autonomous agency created to advocate for 
effective change in policy, procedure, and legislation; to educate the public; and to review the 
actions of the Michigan Department of Health and Human Services (MDHHS), child placing 
agencies, and/or child caring institutions. To be autonomous from MDHHS, the OCO was 
placed under the Michigan Department of Technology, Management & Budget (DTMB). 

Authority 

The Children's Ombudsman has the authority to investigate administrative actions of child 
protective services, foster care programs and agencies, adoption services, and juvenile justice 
programs. 

After an investigation, the Children's Ombudsman may make a finding and a recommendation 
to the agency it investigated. The goal of the ombudsman is to formally or informally influence 
policy and rule changes for the betterment of all children involved with the child welfare 
system. 

As required by law the ombudsman provides the agency it investigated the opportunity to 
respond to the findings and recommendations. The responding agency has the ability to agree 
or disagree with the findings and recommendations. 
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Key Goals 

⇒ To conduct independent, impartial investigations.

⇒ To make impactful recommendations in order to change and/or update statute, policy, or 
administrative rules that have a positive impact on the child welfare system.

⇒ To promote transparency in the child welfare system.

• Empowerment through knowledge: If you have general questions about the child 
welfare system in Michigan, we may be able to assist you in providing insight.

• If you believe that your experience with Michigan's child welfare system (child 
protective services, foster care, adoption, and/or juvenile justice) can highlight a 
system-wide issue or deficiency or can be used as a case sample to improve the child 
welfare system as a whole, please contact our office or file an online complaint.

• The OCO may be able to use your experience to highlight areas where the ombudsman 
can make recommendations for change to improve the child welfare system.

Office of Children's Ombudsman 

PO BOX 30026 

Lansing, Ml 48909 

Phone: 517-241-0400 

1-800-642-4326

Website: www.michigan.gov/oco 

The OCO is made up of 12 staff members with experience in the child welfare system, the legal 

system, and law enforcement. 

Ryan Speidel- Interim Children's Ombudsman Scott Clements- Investigator 

Suzanna Shkreli- Interim Deputy Director Toni Dennis- Investigator 

Tobin Miller- Chief Investigator Chris Kilmer- Investigator 

Brooke Brantley-Gilbert- Investigator Pamela Bryant- Analyst 

Tiffany Jackson- Investigator Michelle Brandel- Lead Analyst 

Paula Cunningham- Investigator Becky Taylor- Senior Executive Management 

Assistant 
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2&2 &RPPLWWHH 3DUWLFLSDWLRQ

7KH 2&2 VWDII SDUWLFLSDWHV LQ VHYHUDO GLIIHUHQW FRPPLWWHHV VXUURXQGLQJ WKH FKLOG ZHOIDUH
V\VWHP�  

6FRWW &OHPHQWV SDUWLFLSDWHV LQ WKH &KLOG 'HDWK 6WDWH $GYLVRU\ 7HDP� &KLOG 6DIHW\ )RUZDUG  
$GYLVRU\ 3DQHO DQG WKH 3ROLF\ 6WUXFWXUH�&36 0DLQ 7RSLFV�6XSHUYLVLRQ &36 UHGHVLJQ ZRUNJURXS�
6FRWW SOD\V D UROH DV DQ DGYLVRU LQ HDFK RI WKHVH FRPPLWWHHV E\ SURYLGLQJ IHHGEDFN RQ SROLF\ DQG
VWDWXWRU\ FKDQJHV DQG RIIHULQJ DQQXDO UHFRPPHQGDWLRQV WKDW DUH SUHVHQWHG WR WKH JRYHUQRU DQG
/HJLVODWXUH� +H SDUWLFLSDWHV LQ DOO FRPPLWWHH PHHWLQJV DQG RWKHU WDVNV DV DVVLJQHG�  

3DP %U\DQW DQG 0LFKHOOH %UDQGHO ZHUH D SDUW RI WKH 6DIH 6OHHS $GYLVRU\ &RPPLWWHH� 7KH  
FRPPLWWHH KDV QRW PHW LQ SHUVRQ VLQFH -DQXDU\ ���� DV WKH\ KDYH EHHQ ZRUNLQJ WR UHFRQILJXUH WKH
FRPPLWWHH� :KLOH ZRUNLQJ UHPRWH WKURXJK &29,'-��� FRPPLWWHH PHPEHUV SDUWLFLSDWHG LQ D IHZ  
YLUWXDO PHHWLQJV YLD =RRP� 7KHVH PHHWLQJV FRYHUHG ZD\V WR SURPRWH VDIH VOHHS GXULQJ 6DIH 6OHHS
$ZDUHQHVV 0RQWK� )URP WKLV� LGHDV ZHUH XVHG WR SURPRWH DQG SURYLGH HGXFDWLRQ WR WKH  
SXEOLF RQ VDIH VOHHS GXULQJ WKH PRQWK RI 2FWREHU�  

7RELQ 0LOOHU SDUWLFLSDWHV LQ WKH &RXUW ,PSURYHPHQW 3URJUDP 7DVN )RUFH DQG 6DIH 'HOLYHU\ RI  
1HZERUQV 6WHHULQJ &RPPLWWHH� 7RELQ LV DQ DFWLYH PHPEHU LQ ERWK FRPPLWWHHV� SDUWLFLSDWLQJ LQ
VSHFLDO SURMHFWV� VXFK DV RQOLQH WUDLQLQJ IRU ODZ\HU-JXDUGLDQV DG OLWHP� YLGHRV RI PRFN-FRXUW  
KHDULQJV IRU WUDLQLQJ SXUSRVHV� DQG SUHVHQWLQJ GXULQJ RQOLQH WUDLQLQJ IRU FRXUWV UHJDUGLQJ WKH  
LQWHUVHFWLRQ RI WKH VDIH GHOLYHU\ RI QHZERUQV DQG GUXJ-SRVLWLYH QHZERUQV� 

3DP DQG 7RQL 'HQQLV SDUWLFLSDWH LQ WKH '70% 'LYHUVLW\ DQG ,QFOXVLRQ &RPPLWWHH� 7KH UROH RI WKH  
FRPPLWWHH LV WR HGXFDWH� SURPRWH DZDUHQHVV� SURYLGH WUDLQLQJ� VKRZ UHFRJQLWLRQ DQG SURPRWH  
DGYDQFHPHQW ZLWKLQ WKH '70% ZRUNSODFH� %RWK DUH D SDUW RI WKH DZDUHQHVV WKHPH VXEFRPPLWWHH�

7RQL DOVR SDUWLFLSDWHV LQ WKH $GRSWLRQ 2YHUVLJKW &RPPLWWHH� 6KH SDUWLFLSDWHV LQ PRQWKO\ PHHWLQJV
WR GLVFXVV EHVW SUDFWLFHV� XSGDWHV LQ 0'++6 SROLF\ DQG SURJUDPV� VWDWHZLGH DGRSWLRQ HYHQWV� DQG
WUDLQLQJ RSSRUWXQLWLHV� 6XEFRPPLWWHHV PHHW HYHU\ RWKHU PRQWK WR GHYHORS WRRONLWV� EHVW SUDFWLFH
JXLGHV� XSGDWH SROLF\� DQG GLVFXVV DUHDV IRU LPSURYHPHQW� 7RQL LV LQYROYHG ZLWK WKH /HJDO� 3ROLF\�
DQG 6HUYLFH 3URYLVLRQ 6XEFRPPLWWHH� 

&KULV .LOPHU SDUWLFLSDWHV LQ WKH 3,3 7UDLQLQJ 5HGHVLJQ 6WHHULQJ &RPPLWWHH DQG 3UH-VHUYLFH  
,QVWLWXWH 5HGHVLJQ :RUNJURXS� 7KH ZRUNJURXS ZDV HVWDEOLVKHG WR IRUP D SDUWQHUVKLS EDVHG RQ  
DQDO\]LQJ DQG HQKDQFLQJ FKLOG-ZHOIDUH UHFUXLWPHQW� WUDLQLQJ� DQG UHWHQWLRQ WR EHQHILW DOO LQYROYHG
DJHQFLHV DQG XQLYHUVLW\ SDUWQHUV� $ VWHHULQJ FRPPLWWHH DQG WKUHH ZRUN JURXSV ZHUH FUHDWHG WR  
GHYHORS D FRPSUHKHQVLYH OLVW RI UHFRPPHQGDWLRQV WR UHIRUP FKLOG ZHOIDUH UHFUXLWPHQW� WUDLQLQJ� DQG
UHWHQWLRQ LQ 0LFKLJDQ� &KULV VDW RQ WKH VWHHULQJ FRPPLWWHH DQG FR-FKDLUHG WKH ZRUNJURXS IRFXVHG
RQ FKLOG ZHOIDUH WUDLQLQJ� ,Q -XQH ����� �� UHFRPPHQGDWLRQV ZHUH VXEPLWWHG WR WKH 0'++6  
&KLOGUHQ¶V 6HUYLFHV $JHQF\ OHDGHUVKLS IRU FRQVLGHUDWLRQ DQG LQLWLDO LPSOHPHQWDWLRQ of those  
UHFRPPHQGDWLRQV EHJDQ LQ 'HFHPEHU ����� 

%URRNH %UDQWOH\-*LOEHUW LV DQ DFWLYH SDUWLFLSDQW LQ WKH &LWL]HQ 5HYLHZ 3DQHO IRU &KLOG )DWDOLWLHV� 7KH
SDQHO UHYLHZV FKLOG GHDWKV WKDW KDYH RFFXUUHG LQ WKH VWDWH RI 0LFKLJDQ DQG SURYLGHV  
UHFRPPHQGDWLRQV IRU V\VWHPLF FKDQJH WR YDULRXV VWDNHKROGHUV� LQFOXGLQJ EXW QRW OLPLWHG WR WKH  
0'++6� WKH FRXUW� KRVSLWDOV� DQG ODZ HQIRUFHPHQW� 7KHVH UHYLHZV KHOS LPSURYH XQGHUVWDQGLQJ RI
KRZ DQG ZK\ FKLOGUHQ GLH� ZLWK DQ RYHUDUFKLQJ JRDO RI SURYLGLQJ DGGLWLRQDO SURWHFWLRQ DQG VDIHW\ WR
SUHYHQW RWKHU FKLOG GHDWKV�  



Message from the Children's Ombudsman 

Fiscal year 2020 saw a host of changes for the OCO. We 
delivered a new records management system, began a new 
approach to the way we conduct investigations, and continued 
our critical work amid the global COVID-19 pandemic. The shift 
to working remotely from our homes was nearly seamless, and 
I am proud of the fact that we were one of the first state 
agencies to allow its employees to work remotely in an effort to 
keep our staff safe. 

In addition to a work-from-home adjustment, the OCO staff has met new demands placed on us, 
both statutorily and with internal policies. One of those changes included the OCO releasing its 
first ever finding and recommendation. Prior to recent changes in law that took place in 
October 2020, the OCO lacked the ability to share with the public the good work our staff does. 
The OCO's records have always been and remain very confidential in nature. We now have the 
responsibility of publishing the ombudsman's findings and recommendations. Findings and 
recommendations are the ombudsman's instrument, a flag to raise, if you will, shining a light on 
areas the ombudsman believes requires change. These findings and recommendations are often 
the culmination of a thorough, fact-driven investigation and team work. We are hopeful that our 
published reports can start discussions on systemic trends, issues, and barriers that remain in 
place, which slow the progress of Michigan's child welfare system and to also highlight areas 
where MDHHS does great work. 

I have met with many of our complainants over the past year and consider this one of the most 
important aspects of the Children's Ombudsman. It is vital that members of the public who reach 
out to the OCO are heard, so that our office can do whatever necessary to be a voice for 
children from within state government. Our staff and I could not be prouder to be that voice for 
our most vulnerable population. This past year has been the honor of my lifetime to serve as 
your Children's Ombudsman. 

6 



ϳ 

$ <HDU LQ 5HYLHZ 

1HZ &RPSODLQW 	 5HFRUGV 0DQDJHPHQW 6\VWHP 

2&2 VWDII UROOHG XS WKHLU VOHHYHV DQG JRW WR ZRUN RQ WKH GHYHORSPHQW RI D QHZ FRPSODLQW  
PDQDJHPHQW V\VWHP WKLV SDVW \HDU� 7KH QHZ V\VWHP� FRLQHG WKH 0LFKLJDQ &KLOG $GYRFDWH  
,QYHVWLJDWLRQ 6\VWHP �0L&$,6� ZHQW OLYH IRU 2&2 VWDII RQ -XQH ��� ����� 0L&$,6 LQFOXGHV DQ
RQOLQH FRPSODLQW SRUWDO� ZKHUH DQ\RQH FDQ ILOH DQ RQOLQH FRPSODLQW RU LQTXLU\� 

0L&$,6 ZLOO DOORZ WKH 2&2 WR XVH GDWD WR LGHQWLI\ V\VWHPLF LVVXHV DQG WUHQGV WKDW RXU VWDII FDQ  
IXUWKHU LQYHVWLJDWH� 7KLV VDPH GDWD FDQ EH XVHG WR SURGXFH VWDWLVWLFV IRU IHHGEDFN WR WKH 0'++6
UHJDUGLQJ 2&2 FDVHV DQG LQYHVWLJDWLRQV� 7KH UHSRUWLQJ IXQFWLRQDOLW\ RI 0L&$,6 LV H[WUHPHO\  
UREXVW� DQG ZH KDYH RQO\ VFUDWFKHG WKH VXUIDFH RI LWV SRWHQWLDO� 

)< ���� VWDWLVWLFV� 'XH WR WKH WUDQVLWLRQ WR 0L&$,6 MXVW EHIRUH WKH IRXUWK TXDUWHU� WKH 2&2¶V
VWDWLVWLFV IRU WKLV \HDU¶V DQQXDO UHSRUW DUH D EOHQG IURP RXU ROG FDVH QHZ FDVH PDQDJHPHQW  
V\VWHPV� 

&29,'-�� 

'XH WR WKH QDWXUH RI WKH 2&2¶V ZRUN� RXU VWDII KDV DOZD\V EHHQ QLPEOH� 7R NHHS VWDII VDIH DQG
&29,'-�� IUHH� ZH WUDQVLWLRQHG LQ HDUO\ 0DUFK ���� WR ���� WHOHFRPPXWLQJ� %HFDXVH RI WKLV�
&29,'-�� KDV KDG D YHU\ PLQLPDO LPSDFW RQ WKH DFWXDO ZRUN ZH GR DW WKH 2&2� 

&29,'-�� KDV FDXVHG WKH 2&2 WR FKDQJH VRPH SUDFWLFHV� 2XU DQDO\VWV DQG LQYHVWLJDWRUV  
FRQGXFW LQWHUYLHZV HYHU\ GD\� 2IWHQ WKHVH LQWHUYLHZV� SUH-&29,'-��� ZHUH GRQH LQ SHUVRQ� 7KH
2&2 KDV XVHG WHFKQRORJ\ WR LWV DGYDQWDJH� DQG ZLWK WKH VWDWH RI 0LFKLJDQ¶V DGRSWLRQ RI YLUWXDO
PHHWLQJ SODWIRUPV� ZH KDYH QRW VNLSSHG D EHDW� 2XU LQYHVWLJDWLYH VWDII FRQGXFWV LQWHUYLHZV� WKH
2&2 KROGV LQYHVWLJDWLYH PHHWLQJV DQG FDVH GLVFXVVLRQV� DQG WKH RPEXGVPDQ VWLOO PHHWV ZLWK
WKH SXEOLF� QRZ DOO LQ D YLUWXDO VHWWLQJ� 



ϴ 

&29,'-�� DIIHFWHG WKH 2&2¶V DELOLW\ WR UROO RXW 0L&$,6� 7KH VWDWH RI 0LFKLJDQ¶V ,7 VXSSRUW IRU 
DVVLVWDQFH ZLWK GHYHORSPHQW RI WKH 0L&$,6 DSSOLFDWLRQ ZDV WUDQVLWLRQHG WR VXSSRUW WKH ,7 UHVSRQVH 
WR WKH SDQGHPLF� &29,'-�� DOVR GHOD\HG WKH 2&2¶V FRUUHFWLYH DFWLRQ SODQ IRU LWV UHVSRQVH WR WKH 
2IILFH RI $XGLWRU *HQHUDO¶V ���� PDWHULDO ILQGLQJV� 

7KURXJK RXU OHQV� ZH VHH WKDW &29,'-�� KDV KDG D QHJDWLYH LPSDFW RQ WKH FKLOG ZHOIDUH V\VWHP�  
2XU RIILFH KDV ILHOGHG FRPSODLQWV DERXW communication issues, IRVWHU FDUH DQG DGRSWLRQ   
DVVHVVPHQWV EHLQJ GHOD\HG� DQG LQGLYLGXDOV QRW EHLQJ DEOH WR KDYH KXPDQ FRQWDFW ZLWK FKLOGUHQ   LQ 
WKHLU IDPLOLHV GXH WR VWDWH LQWHUYHQWLRQ� :H KDYH ZRUNHG IRUPDOO\ DQG LQIRUPDOO\ WR DGGUHVV WKHVH 
LVVXHV ZKHUH ZH FDQ� and this ZRUN ZLOO QRW VWRS� 7KH LPSDFW &29,'-�� KDV KDG RQ WKH   FKLOG 
ZHOIDUH V\VWHP PD\ VWLOO EH IHOW IRU \HDUV DIWHU WKH SDQGHPLF KDV VXEVLGHG� 

&KDQJHV LQ 3ROLF\� &KDQJHV LQ /DZ 

$V GHVFULEHG LQ WKH 2&2¶V )< ���� DQQXDO UHSRUW� WKH 2&2 IXOO\ LPSOHPHQWHG D KRVW RI QHZ RI 
LQWHUQDO SROLFLHV WKDW DIIHFW WKH ZD\ WKH RIILFH LQYHVWLJDWHV FDVHV� 2XU FRQFHQWUDWLRQ KDV VKLIWHG WR 
ORRNLQJ IRU WUHQGV RU HPHUJLQJ LVVXHV DQG LI WKHUH LV DQ\WKLQJ WKH RPEXGVPDQ FDQ VSHDN WR WKDW 
ZLOO KHOS LPSURYH WKH FKLOG ZHOIDUH V\VWHP DV D ZKROH� 7R EH WUDQVSDUHQW� WKH 2&2 KDV SXEOLVKHG 
LWV SROLFLHV RQOLQH DW ZZZ�PLFKLJDQ�JRY�RFR� 

)< ���� VDZ WZR ELOOV WKDW DPHQGHG WKH &KLOGUHQ¶V 2PEXGVPDQ $FW FRPH WR IUXLWLRQ� *RY� 
:KLWPHU VLJQHG +RXVH %LOOV ���� DQG ���� LQWR ODZ� 7KH FKDQJHV LQ ODZ GHILQH SUHOLPLQDU\ 
LQYHVWLJDWLRQ� IXOO LQYHVWLJDWLRQ� DQG LQYHVWLJDWLRQ IRU WKH SXUSRVHV RI WKH DFW� 7KH RPEXGVPDQ LV 
QRZ UHTXLUHG WR FRQGXFW D SUHOLPLQDU\ LQYHVWLJDWLRQ RQ DOO FKLOG IDWDOLWLHV WKDW RFFXUUHG RU DUH 
DOOHJHG WR KDYH RFFXUUHG EHFDXVH RI FKLOG DEXVH RU QHJOHFW� $IWHU FRPSOHWLQJ D SUHOLPLQDU\ 
LQYHVWLJDWLRQ� WKH DFW UHTXLUHV WKH RPEXGVPDQ WR GHWHUPLQH ZKHWKHU D IXOO LQYHVWLJDWLRQ LV 
QHFHVVDU\� DQG LI VR� UHTXLUHV WKH RPEXGVPDQ WR RSHQ D IXOO LQYHVWLJDWLRQ� 

$GGLWLRQDOO\� LI WKH RPEXGVPDQ PDNHV D IRUPDO ILQGLQJ DQG UHFRPPHQGDWLRQ WKDW FULWLFL]HV DQ 
DJHQF\� WKH RPEXGVPDQ LV QRZ UHTXLUHG WR UHOHDVH WKRVH ILQGLQJV� UHFRPPHQGDWLRQV� DQG WKH 
DJHQF\¶V UHVSRQVH� 7KH 2&2 KDV DOUHDG\ UHOHDVHG WZR ILQGLQJ DQG UHFRPPHQGDWLRQ GRFXPHQWV� 
7KH ILQGLQJ DQG UHFRPPHQGDWLRQ GRFXPHQWV FDQ EH IRXQG RQOLQH DW ZZZ�PLFKLJDQ�JRY�RFR� 

���� 2IILFH RI WKH $XGLWRU *HQHUDO $XGLW 3URJUHVV 

,Q $SULO ����� WKH 2&2 UHFHLYHG WKH $XGLWRU *HQHUDO¶V DXGLW ILQGLQJV� 7KH $XGLWRU *HQHUDO 
QRWHG WKDW WKH 2&2 UHOLHG RQ FKLOG GHDWK QRWLILFDWLRQV IURP 0'++6 DQG GLG QRW LQGHSHQGHQWO\ 
LGHQWLI\ FKLOG IDWDOLWLHV� )URP ����-����� WKH 2&2 ZDV XQDZDUH RI ��� FKLOG IDWDOLWLHV WKDW LW ZDV 
UHTXLUHG WR UHYLHZ� 7KH 2&2 UHYLHZHG DOO RI WKHVH FKLOG IDWDOLWLHV� DQG VDIHJXDUGV KDYH EHHQ SXW 
LQ SODFH WR SURYLGH WKH 2&2 ZLWK WKH QHFHVVDU\ LQIRUPDWLRQ� ,Q DGGLWLRQ� WKH 2&2 FRQWLQXHV WR 
ZRUN ZLWK LQIRUPDWLRQ WHFKQRORJ\ VXSSRUW DW '70% DQG 0'++6 WR GHYHORS DQ LQGHSHQGHQW 
PHDQV IRU UHFHLYLQJ FKLOG IDWDOLW\ LQIRUPDWLRQ VHSDUDWHO\ IURP 0'++6� 

,Q 'HFHPEHU ����� WKH 2&2 KDG D SDWK IRUZDUG DQG EHJDQ WR DFW� 7KH PDWHULDO ILQGLQJ 
VDIHJXDUGV WKDW ZHUH SODQQHG ZHUH SODFHG RQ KROG LQ 0DUFK ���� DV WKH VWDWH RI 0LFKLJDQ¶V ,7 
UHVRXUFHV ZHUH GUDZQ WR VXSSRUW WKH VWDWH¶V UHVSRQVH WR &29,'-��� $V ZH PRYH IRUZDUG� WKH 
2&2 ZLOO FRPSO\ ZLWK WKH SDWK IRUZDUG VR ZH FDQ EHJLQ WR LQGHSHQGHQWO\ LGHQWLI\ FKLOG IDWDOLW\ 
FDVHV WKDW WKH 2&2 LV VWDWXWRULO\ UHTXLUHG WR UHYLHZ� 



Overview of the Intake Process 

The OCO receives inquiries and complaints from the general public by phone and through an 
online complaint system. An OCO intake analyst speaks to each complainant by phone to 
obtain a detailed understanding of the complainant's concerns. The analyst may refer a 
complainant to another agency that is better able to address some or all of the complainant's 
concerns. 

If the OCO has authority to address a complainant's concerns, an intake analyst conducts a 
preliminary investigation by analyzing case file information in MDHHS's computer database, 
the Michigan Statewide Automated Child Welfare Information System (MiSACWIS). If the 
preliminary investigation reveals that an agency involved in the case did not comply with 
applicable law or policy, or if it appears that OCO intervention may assist with keeping a child 
safe or improving their well-being, the OCO may open a full investigation of the complaint. If 
the complaint does not fall within these broad parameters, the OCO may close the complaint 
after the preliminary investigation. Complaint dispositions are reviewed by a chief investigator 
and deputy director and approved by the ombudsman. The ombudsman notifies all 
complainants in writing of the disposition of their complaint. Complainants identified in section 
5 of the Children's Ombudsman Act may speak with the Ombudsman about the disposition of 
their complaint. 

The OCO is also required to investigate child welfare cases involving a child who has died. 
The OCO receives an automated alert whenever Child Protective Services (CPS) centralized 
intake processes a complaint involving a deceased child. An OCO intake analyst conducts a 
preliminary investigation of all automated alerts. If the preliminary investigation reveals that the 
child's death may have involved child abuse or neglect, and the child's family was involved in 
the child welfare system during the preceding two years, the OCO must open a full 
investigation of the case. As with complaints from the general public, dispositions of 
automated alerts are reviewed by a chief investigator and deputy director and approved by the 
ombudsman. 
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7KH 2&2 FRQGXFWV WKUHH W\SHV RI LQYHVWLJDWLRQV� FRPSODLQDQW LQYHVWLJDWLRQV� FKLOG GHDWK  
LQYHVWLJDWLRQV� DQG V\VWHPLF LQYHVWLJDWLRQV� 7KH JRDOV RI HDFK W\SH RI LQYHVWLJDWLRQ GLIIHU�  
&RPSODLQDQW LQYHVWLJDWLRQV DWWHPSW WR GHWHUPLQH WKH WUXWK RU IDOVLW\ RI WKH DOOHJDWLRQV RI DJHQF\
PLVVWHSV PDGH E\ D SXEOLF FRPSODLQDQW� ZKHWKHU D VROXWLRQ PD\ EH PHGLDWHG ZLWK WKH DJHQF\� DQG
ZKHWKHU WKH DJHQF\ PLVVWHSV DUH OLNHO\ WR UHFXU LQ IXWXUH FDVHV� &KLOG GHDWK LQYHVWLJDWLRQV H[DPLQH
DJHQF\ KDQGOLQJ RI FDVHV LQ WKH WZR \HDUV SUHFHGLQJ D FKLOG¶V GHDWK WR GHWHUPLQH ZKHWKHU DJHQF\
PLVVWHSV DIIHFWHG FDVH RXWFRPHV RU FRQWULEXWHG WR WKH FKLOG¶V GHDWK DQG ZKHWKHU  
UHFRPPHQGDWLRQV IRU LPSURYHPHQW VKRXOG EH PDGH WR WKH LQYROYHG DJHQF\ RU DJHQFLHV� 6\VWHPLF
LQYHVWLJDWLRQV H[DPLQH DJHQF\ KDQGOLQJ RI VHYHUDO FDVHV LQYROYLQJ WKH VDPH LVVXH� ZLWK WKH IRFXV
RQ UHFRPPHQGDWLRQV WR DPHOLRUDWH WKH LVVXHV� 

%DVLF LQYHVWLJDWLYH WHFKQLTXHV DUH VLPLODU LQ HDFK W\SH RI LQYHVWLJDWLRQ� 7KH DVVLJQHG 2&2  
LQYHVWLJDWRU LQWHUYLHZV FDVHZRUNHUV� FRPSODLQDQWV� DQG RWKHU ZLWQHVVHV� REWDLQV DQG H[DPLQHV
GRFXPHQWV FRQWDLQHG LQ WKH DJHQF\¶V FDVH ILOH RU FUHDWHG E\ RWKHU DJHQFLHV� VXFK DV D PHGLFDO
H[DPLQHU¶V RIILFH� KRVSLWDO� RU ODZ HQIRUFHPHQW DJHQF\� UHYLHZV DSSOLFDEOH ODZ DQG SROLF\� DQG  
FRQVXOWV ZLWK 2&2 VWDII DQG RXWVLGH H[SHUWV� 7KURXJKRXW DOO 2&2 LQYHVWLJDWLRQV� WKH DVVLJQHG  
LQYHVWLJDWRU DQG RWKHUV UHPDLQ DOHUW WR HPHUJLQJ WKUHDWV WR FKLOG VDIHW\� 

2&2 LQYHVWLJDWLRQV PD\ EH FORVHG DGPLQLVWUDWLYHO\ RU ZLWK WKH LVVXDQFH RI D IRUPDO UHSRUW RI  
ILQGLQJV DQG UHFRPPHQGDWLRQV� 7KH 2&2 PD\ FORVH DQ LQYHVWLJDWLRQ DGPLQLVWUDWLYHO\ LI WKH  
FRPSODLQDQW¶V DOOHJDWLRQV DUH XQIRXQGHG� WKH LQYHVWLJDWRU PHGLDWHG D VROXWLRQ ZLWK WKH DJHQF\ WR
WKH FRPSODLQDQW¶V FRQFHUQV� RU D FKDQJH LQ FDVH FLUFXPVWDQFHV KDV UHQGHUHG WKH FRQWLQXDWLRQ RI
WKH LQYHVWLJDWLRQ XQQHFHVVDU\ RU XQDYDLOLQJ� &KLOG GHDWK LQYHVWLJDWLRQV PD\ EH FORVHG  
DGPLQLVWUDWLYHO\ LI WKH LQYHVWLJDWRU IRXQG QR ODZ RU SROLF\ YLRODWLRQV E\ DQ DJHQF\ RU DQ\ VXFK  
YLRODWLRQV GLG QRW DIIHFW FDVH RXWFRPH RU FRQWULEXWH WR WKH FKLOG¶V GHDWK� 6\VWHPLF LQYHVWLJDWLRQV DUH
W\SLFDOO\ FORVHG WKURXJK WKH LVVXDQFH RI D IRUPDO UHSRUW RI ILQGLQJV DQG UHFRPPHQGDWLRQV� 

$ IRUPDO UHSRUW RI ILQGLQJV DQG UHFRPPHQGDWLRQV FRQWDLQV IDFWXDO ILQGLQJV FRQFHUQLQJ DJHQF\  
KDQGOLQJ RI D FDVH DQG UHFRPPHQGDWLRQV WR LPSURYH DJHQF\ KDQGOLQJ RI VLPLODU FDVHV LQ WKH IXWXUH�
,I WKHUH DUH QR RSHQ ODZ HQIRUFHPHQW RU &36 LQYHVWLJDWLRQV RSHQ DW WKH WLPH� WKH 2&2 LVVXHV LWV
IRUPDO UHSRUW WR WKH LQYROYHG DJHQFLHV� ZKR KDYH �� GD\V WR UHVSRQG WR WKH UHSRUW LQ ZULWLQJ� $IWHU
SHUVRQDO DQG FRQILGHQWLDO LQIRUPDWLRQ LV UHGDFWHG� WKH 2&2 SXEOLVKHV LWV UHSRUWV DQG DJHQF\  
UHVSRQVHV WR WKRVH UHSRUWV DW ZZZ�PLFKLJDQ�JRY�RFR� 

(DFK SXEOLF FRPSODLQDQW WR WKH 2&2 UHFHLYHV D FORVLQJ OHWWHU QRWLI\LQJ WKHP RI WKH RXWFRPH RI WKH
2&2¶V LQYHVWLJDWLRQV� $V H[SODLQHG LQ WKH &KLOGUHQ¶V 2PEXGVPDQ $FW� LQGLYLGXDOV ZLWK D SHUVRQDO
RU SURIHVVLRQDO UHODWLRQVKLS WR WKH FKLOG RU FKLOGUHQ LQYROYHG UHFHLYH ERWK WKH 2&2 IDFWXDO ILQGLQJV
DQG UHFRPPHQGDWLRQV� ,QGLYLGXDOV ZLWK QR SHUVRQDO RU SURIHVVLRQDO UHODWLRQVKLS WR WKH FKLOG RU  
FKLOGUHQ LQYROYHG UHFHLYH RQO\ WKH 2&2¶V UHFRPPHQGDWLRQV� 7KH YDVW PDMRULW\ RI 2&2 FKLOG GHDWK
LQYHVWLJDWLRQV KDYH QR SXEOLF FRPSODLQDQW� ,I WKH 2&2 FORVHV D FDVH DGPLQLVWUDWLYHO\� WKH  
FRPSODLQDQW LV PDGH DZDUH RI WKLV RXWFRPH WKURXJK WKH FORVLQJ OHWWHU� 

2YHUYLHZ RI WKH  

,QYHVWLJDWLRQ 3URFHVV 



Fiscal Year Highlights 

In FY 2020, the OCO received 
839 total complaints between 
two databases. 

These complaints included 
both child death alerts and 
complaints from the public. 

Figure 1 shows a comparison 
of the complaints received 
from FYs 2020, 2019 and 
2018. 

FY2020 

Total Complaints 

FY 2019 FY 2018 

Figure 1 

The OCO received a total of 484 complaints from the public that resulted in information referrals 
or preliminary investigations. The OCO provided information or referred a public complainant on 
250 of the complaints. A preliminary investigation was completed on 234 of the complaints. The 
OCO opened 31 complaints for full investigation.

Figure 2 below shows the breakdown of the public complaints received by the OCO for FY 2020. 

Overview of Public Complaints 

ffi-itH 

Figure 2 
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■ Closed a fter preliminary
investigation

■ Full investigation opened

Information/referrals 



ϭϮ 

)LJXUH � DERYH VKRZV WKH EUHDNGRZQ RI FKLOG GHDWK DOHUWV UHFHLYHG RYHU WKH ODVW WKUHH ILVFDO
\HDUV� ,Q )< ����� WKH 2&2 UHFHLYHG ��� FKLOG GHDWK DOHUWV IURP 0'++6� 

$ SUHOLPLQDU\ LQYHVWLJDWLRQ ZDV FRPSOHWHG RQ DOO ��� GHDWK DOHUWV UHFHLYHG� ��� GHDWK DOHUWV
ZHUH FORVHG E\ WKH 2PEXGVPDQ DIWHU WKH SUHOLPLQDU\ LQYHVWLJDWLRQ� DQG �� ZHUH RSHQHG IRU
IXOO LQYHVWLJDWLRQ�  

$V SDUW RI WKH FKDQJHV WR WKH 2&2 RIILFH SUHYLRXVO\ PHQWLRQHG� WKH 2&2 LV WUDFNLQJ  
HPHUJLQJ WUHQGV WKURXJK WKH QHZ FDVH PDQDJHPHQW V\VWHP� 0L&$,6� &KLOG GHDWKV WKDW
LQYROYH XQVDIH VOHHS SUDFWLFHV LV RQH RI WKH HPHUJLQJ WUHQGV WKDW WKH 2&2 LV FXUUHQWO\  
PRQLWRULQJ� 7KH 2&2 LV WDNLQJ D V\VWHPLF ORRN DW FKLOG GHDWK FDVHV ZKHUH WKH FKLOG RU D
KRXVHKROG PHPEHU ZDV ERUQ SRVLWLYH IRU DQ\ FRQWUROOHG VXEVWDQFH� 

)LJXUH � 



In some cases, the OCO can attempt to mediate resolutions through informal channels. Our 
intake staff and investigators are always looking for avenues in which we can efficiently 
communicate resolutions to keep children safe. The informal channels of resolution allow the OCO 
to be nimble and act in real time to help keep children safe. 

Below are a few examples of what the OCO has done this past year to help resolve our 
complainant's concerns without a formal finding and recommendation from the ombudsman. 

Case #1: 

A relative contacted our office with concerns that the agency was not appropriately investigating 
allegations of both domestic violence and maltreatment. The relative stated they had contacted 
MDHHS Centralized Intake on two occasions, but one of the complaints was not assigned for 
investigation. The OCO preliminary investigation showed that the allegations of domestic violence 
had been assigned for investigation, but the allegations involving maltreatment were not supplied 
to the CPS investigator and were not addressed. The OCO contacted MDHHS Centralized Intake, 
making a complaint regarding the maltreatment allegations that were not addressed. In 
response, MDHHS assigned the maltreatment allegations to a CPS worker to conduct the 
investigation addressing our complainant's concerns. 

Case #2: 

Concerns were brought to the attention of the OCO that the medical needs of a medically fragile 
child were not being met and that these concerns were not being addressed in a current CPS 
investigation. The OCO investigated these concerns and spoke to the supervisor on the active 
CPS case. It was determined that even if the current CPS case was not assigned a CPS 
investigation per se, prevention services would be put in the home. This was done to ensure the 
child's medical needs were being met. As a result of the OCO intervention, services were placed 
in the home to assist the family with the needs of the medically fragile child. 

13 



ϭϰ 

&DVH ���

7KH 2&2 UHFHLYHG D FRPSODLQW IURP DQ LQGLYLGXDO ZKR VDLG WKDW D IULHQG KDG UHODWHG 
FKLOGUHQ UHPRYHG IURP KHU FDUH GXULQJ D &36 LQYHVWLJDWLRQ DQG GLG QRW NQRZ ZK\� 7KH 2&2 
LQYHVWLJDWHG WKLV FRQFHUQ DQG GLVFRYHUHG WKDW VRPH FKLOGUHQ KDG EHHQ SODFHG LQ WKH FDUH RI WKH 
IDPLO\ PHPEHU� EXW ODWHU D SHWLWLRQ ZDV ILOHG DQG WKH FKLOGUHQ SODFHG LQ IRVWHU FDUH� 'XH WR WKH 
FRQILGHQWLDO QDWXUH RI DQ 2&2 LQYHVWLJDWLRQ� WKH VSHFLILF UHDVRQV IRU WKLV DFWLRQ FRXOG QRW EH 
GLVFXVVHG ZLWK WKH FRPSODLQDQW RU WKH IDPLO\ PHPEHU� ,QVWHDG� WKH 2&2 ZDV DEOH WR EULQJ 
LQGLYLGXDOV WRJHWKHU LQYROYHG LQ WKH &36 DQG IRVWHU FDUH FDVHV WR GLVFXVV ZLWK WKH IDPLO\ PHPEHU 
WKH UHDVRQ IRU UHPRYDO� ,Q DGGLWLRQ� WKH IDPLO\ PHPEHU ZDV JLYHQ D SDWK WR EH UHFRQVLGHUHG IRU 
SODFHPHQW RI WKH FKLOGUHQ LQ WKH IXWXUH� 

&DVH ���

7KH 2&2 UHFHLYHG FRQFHUQV WKDW D FKLOG LQYROYHG LQ D &36 FRPSODLQW KDG QRW EHHQ LQWHUYLHZHG 
DERXW VRPH DOOHJDWLRQV RI VH[XDO DEXVH� $IWHU UHYLHZ RI WKH FDVH� WKH 2&2 LQYHVWLJDWRU IRXQG WKDW 
WKH FRPSODLQDQW¶V FRQFHUQV ZHUH FRUUHFW� DQG DQ LQWHUYLHZ ZLWK WKH FKLOG DERXW WKH VH[XDO DEXVH 
DOOHJDWLRQV KDG QRW RFFXUUHG� 7KHVH W\SHV RI LQWHUYLHZV QRUPDOO\ WDNH SODFH LQ D VSHFLDOL]HG 
VHWWLQJ ZLWK KLJKO\ WUDLQHG LQWHUYLHZHUV� 7KH 2&2 LQYHVWLJDWRU FDOOHG LQ D QHZ FRPSODLQW WR 
0'++6 &HQWUDOL]HG ,QWDNH WR LQLWLDWH D QHZ &36 LQYHVWLJDWLRQ� $V D UHVXOW� WKH FKLOG ZDV 
IRUHQVLFDOO\ LQWHUYLHZHG LQ WKH DSSURSULDWH YHQXH� 

&DVH ���

7KH 2&2 UHYLHZHG D &36 FDVH LQYROYLQJ D SDUHQW ZKR KDG DOOHJHGO\ SK\VLFDO DEXVHG WKHLU FKLOG� 
7KH SDUHQW FRQWDFWHG WKH 2&2 FODLPLQJ WKDW WKH\ GLG QRW� $IWHU D WKRURXJK UHYLHZ� ZKLFK LQFOXGHG 
WKH FROOHFWLRQ RI DGGLWLRQDO HYLGHQFH� WKH 2&2 GHWHUPLQHG WKDW &36 DSSURSULDWHO\ GHWHUPLQHG WKDW 
WKHUH ZDV D SUHSRQGHUDQFH RI HYLGHQFH LQ WKH FDVH WR VKRZ WKDW SK\VLFDO DEXVH KDG RFFXUUHG� 
7KH 2&2 IROORZHG XS ZLWK WKH SDUHQW DQG H[SODLQHG SRUWLRQV RI WKH &KLOG 3URWHFWLRQ /DZ DQG 
0'++6 SROLF\ WR WKH FRPSODLQDQW� 7KH SDUHQW ZDV JUDWHIXO IRU WKH ZRUN WKH 2&2 GLG� HYHQ WKRXJK 
WKHLU GHQLDO RI SK\VLFDO DEXVH ZDV QRW VXSSRUWHG E\ WKH 2&2 LQYHVWLJDWLRQ� 

7KH 8QLWHG 6WDWHV 2PEXGVPDQ $VVRFLDWLRQ¶V �862$� *RYHUQPHQWDO 2PEXGVPDQ 6WDQGDUGV 
UHFRPPHQG WKDW D FUHGLEOH UHYLHZ SURFHVV DOORZ DQ RPEXGVPDQ WKH GLVFUHWLRQ WR DFW LQIRUPDOO\
WR UHVROYH D FRPSODLQW� 

7KH FDVHV DERYH DUH H[DPSOHV RI KRZ WKH 2&2 KDV FROODERUDWHG ZLWK 0'++6 WR GHYHORS DQ 
LQIRUPDO PHGLDWLRQ SURFHVV� 

,Q WKHVH FDVHV� WKH 2&2 DFWHG LQIRUPDOO\ WR UHVROYH SXEOLF FRPSODLQWV WKDQNV WR WUXVW DQG RSHQ 
GLDORJXH ZLWK WKH DJHQFLHV LQYROYHG� 7KH 2&2 ZLOO FRQWLQXH WR VXSSRUW SRVLWLYH UHODWLRQVKLSV ZLWK 
LWV SDUWQHUV WR DGYDQFH 0LFKLJDQ¶V FKLOG ZHOIDUH V\VWHP�  

&Žƌ ŵŽƌĞ ŝŶĨŽƌŵĂƟŽŶ ĂďŽƵƚ ƚŚĞ h^K� 'ŽǀĞƌŶŵĞŶƚĂů KŵďƵĚƐŵĂŶ ̂ƚĂŶĚĂƌĚƐ͕ ǀŝƐŝƚ͗
ŚƩƉ͗ͬͬǁǁǁ͘ƵƐŽŵďƵĚƐŵĂŶ͘ŽƌŐͬǁƉ-ĐŽŶƚĞŶƚͬƵƉůŽĂĚƐͬh^K�-^d�E��Z�^ϭ͘ƉĚĨ 



ϭϱ 

(DFK \HDU� WKH 2&2 PDNHV DQQXDO UHFRPPHQGDWLRQV WR 0'++6� ,Q )< ����� WKH 2&2 
UHTXHVWHG XSGDWHV IURP 0'++6 UHJDUGLQJ DQ\ GHSDUWPHQWDO FKDQJHV DV D UHVXOW RI WKH 2&2 
DQQXDO UHFRPPHQGDWLRQV IURP )< ����� 7KH UHFRPPHQGDWLRQV DQG 0'++6 UHVSRQVHV FDQ EH 
IRXQG RQOLQH LQ WKH 2&2 )<�� $QQXDO 5HSRUW� 7KH FXUUHQW XSGDWHV FDQ EH IRXQG EHORZ� 

&6$ XSGDWH VLQFH VXEPLWWLQJ UHFRPPHQGDWLRQ �� UHVSRQVH WR WKH 2&2� 

&36 3URJUDP 2IILFH FRQWLQXHV WR ZRUN ZLWK WKH 0HGLFDO $GYLVRU\ &RPPLWWHH WR 
SURYLGH WKH ³0HGLFDO ,VVXHV 5HODWHG WR &KLOG $EXVH DQG 1HJOHFW ,QYHVWLJDWLRQV�´ ,Q ����� WKH 
GHSDUWPHQW RULJLQDOO\ SODQQHG IRU �� WUDLQLQJV KHOG UHJLRQDOO\� 2I WKH 
VFKHGXOHG WUDLQLQJV� 

· 6L[ RIILFHV ZHUH SURYLGHG WUDLQLQJ�

· :D\QH &RXQW\� 1RUWK DQG &HQWUDO 'LVWULFWV - RQH WUDLQLQJ�

· :D\QH &RXQW\� :HVWHUQ DQG 6RXWK &HQWUDO 'LVWULFWV - WZR WUDLQLQJV�

· .HQW &RXQW\ - RQH WUDLQLQJ�

7KHVH IDFH-WR-IDFH WUDLQLQJV EHJDQ LQ )HEUXDU\ ���� DQG HQGHG LQ 0DUFK ���� DV D UHVXOW RI 
UHVWULFWLRQV UHODWHG WR &29,'-��� 'XH WR WKH VWDWH HPHUJHQF\ RUGHU� IRXU WUDLQLQJV ZHUH FDQFHOOHG LQ 
.HQW DQG :D\QH FRXQWLHV� 

,Q ����� YLUWXDO WUDLQLQJV �YLD 0LFURVRIW 7HDPV� KDYH EHHQ GHYHORSHG� VFKHGXOHG� DQG DUH RSHQ IRU 
DOO FRXQWLHV IRU WKH IROORZLQJ GDWHV� 

· )HEUXDU\ ��� ����

· 0D\ ��� ����

· 6HSWHPEHU ��� ����

$QQXDO 5HSRUW )< ���� 8SGDWHV 



ϭϲ 

&6$�&:7,-2)$ XSGDWH VLQFH VXEPLWWLQJ UHFRPPHQGDWLRQ �� UHVSRQVH WR WKH 2&2� 

In 2020, MDHHS's Office of Workforce Development and Training (OWDT) updated it's lesson 
plans to reflect the policy changes recommended by the OCO and collaborated with the CPS 
Centralized Intake to further improve lesson plans concerning CPS intake and investigation. 
OWDT also provided one-on-one support for field staff who could benefit from the additional 
training opportunities.

In 2020, MDHHS also Partnered with the newly formed Michigan University Consortium, led by 
Wayne State University, Michigan State University, University of Michigan and Western Michigan 
University, and made up of multiple other schools that offer curriculum related to child welfare.  
The partnership will work to redesign child welfare training for the state of Michigan.



ϭϳ 

$QQXDO 5HSRUW )LQGLQJV DQG 5HFRPPHQGDWLRQV

7KH &KLOGUHQ¶V 2PEXGVPDQ¶V DQQXDO UHFRPPHQGDWLRQV VWHP IURP D V\VWHPLF LQYHVWLJDWLRQ WKH 
2&2 FRQGXFWHG DIWHU EHLQJ QRWLILHG RI WKH GHDWK RI D WHHQDJHU DW D FKLOG FDULQJ LQVWLWXWLRQ �&&,� LQ 
.DODPD]RR� 'XULQJ WKH LQYHVWLJDWLRQ� LW EHFDPH DSSDUHQW WKDW WKH 2&2 FRXOG UHFRPPHQG V\VWHPLF 
FKDQJHV WKDW ZLOO KHOS SUHYHQW IXWXUH GHDWKV DQG may LPSURYH WKH TXDOLW\ RI FDUH DW &&,V�  

$V UHTXLUHG E\ WKH &KLOGUHQ¶V 2PEXGVPDQ $FW� ���� 3$ ���� WKH RPEXGVPDQ VXEPLWWHG ILQGLQJV 
DQG UHFRPPHQGDWLRQV WR 0'++6 DQG WKH /DNHVLGH $FDGHP\ IRU &KLOGUHQ� 0'++6 UHVSRQGHG WR 
WKHVH UHFRPPHQGDWLRQV� <RX ZLOO ILQG ERWK WKH 2&2¶V UHFRPPHQGDWLRQV DQG 0'++6¶ UHVSRQVH WR 
WKRVH UHFRPPHQGDWLRQV RQ SDJH �� RI WKLV DQQXDO UHSRUW� 



ϭϴ 

5HSRUW RI� 

)LQGLQJV DQG 5HFRPPHQGDWLRQV  

5HJDUGLQJ WKH 0LFKLJDQ 'HSDUWPHQW RI +HDOWK DQG +XPDQ 6HUYLFHV LQYROYHPHQW ZLWK 

'2%� '2'� ���������� 

8QGHU VWDWH ODZ D UHFRUG RI WKH 2IILFH RI &KLOGUHQ
V 2PEXGVPDQ
V LV FRQILGHQWLDO� VKDOO RQO\ EH
XVHG IRU SXUSRVHV VHW IRUWK LQ WKLV DFW� LV QRW VXEMHFW WR FRXUW VXESRHQD� DQG LV QRW GLVFRYHUDEOH LQ
D OHJDO SURFHHGLQJ� $GGLWLRQDOO\� D UHFRUG RI WKH 2IILFH RI &KLOGUHQ
V 2PEXGVPDQ
V LV H[HPSW IURP

GLVFORVXUH XQGHU WKH )UHHGRP RI ,QIRUPDWLRQ $FW� 

'DWH� �-'HF-���� 

&DVH 1R�� ����-���� 

6XPPDU\� 

GLHG RQ ����������� 3XUVXDQW WR 0&/$ �������N� WKH 0LFKLJDQ 'HSDUWPHQW RI
+HDOWK DQG +XPDQ 6HUYLFHV �0'++6� QRWLILHG WKH 2IILFH RI &KLOGUHQ¶V 2PEXGVPDQ �2&2� RI WKH
FKLOG IDWDOLW\� 2Q ����������� WKH 2&2 RSHQHG DQ LQYHVWLJDWLRQ LQWR WKH KDQGOLQJ RI WKLV PDWWHU E\
/DNHVLGH $FDGHP\ IRU &KLOGUHQ �/DNHVLGH $FDGHP\� DQG 0'++6 SXUVXDQW WR RXU VWDWXWRU\  
UHVSRQVLELOLWLHV� 

7KH 2&2 UHYLHZHG FRQILGHQWLDO UHFRUGV DQG LQIRUPDWLRQ WKDW ZDV LQ 0L6$&:,6� ZKLFK LQFOXGHV
EXW LV QRW OLPLWHG WR VHUYLFH UHSRUWV� PHGLFDO UHFRUGV� VRFLDO ZRUN FRQWDFWV� LQYHVWLJDWLYH UHSRUWV�
LQFLGHQW UHSRUWV� YLGHR UHFRUGLQJV� IDFLOLW\ SROLFLHV� IDFLOLW\ WUDLQLQJ PDWHULDOV� DQG FRXUW RUGHUV� 7KH
2&2 DOVR VSRNH ZLWK ¶ IRVWHU FDUH ZRUNHU DQG WKH ZRUNHU¶V VXSHUYLVRU� D PDOWUHDWPHQW-LQ
-FDUH �0,&� ZRUNHU DQG KHU VXSHUYLVRU� D OLFHQVLQJ LQYHVWLJDWRU DQG KHU VXSHUYLVRU� D 6HTXHO
<RXWK DQG )DPLO\ 6HUYLFHV HPSOR\HH� DQG QXPHURXV HPSOR\HHV DQG PDQDJHUV RI 0LFKLJDQ FKLOG
FDULQJ LQVWLWXWLRQV �&&,¶V��

Ύ^ĞƋƵĞů zŽƵƚŚ ĂŶĚ &ĂŵŝůǇ ^ĞƌǀŝĐĞƐ ŽƉĞƌĂƚĞĚ ƚŚĞ >ĂŬĞƐŝĚĞ �ĐĂĚĞŵǇ ĨĂĐŝůŝƚǇ ŝŶ <ĂůĂŵĂǌŽŽ͘ 



ϭϵ 

7KH REMHFWLYH RI WKLV UHYLHZ ZDV WR LGHQWLI\ DUHDV IRU LPSURYHPHQW LQ WKH FKLOG ZHOIDUH V\VWHP� %\
ORRNLQJ DW KRZ WKLV IDPLO\¶V FDVH ZDV KDQGOHG E\ /DNHVLGH $FDGHP\� DQG WKH LQYROYHPHQW RI
VWDII� FRXUW SHUVRQQHO� SK\VLFLDQV DQG ODZ HQIRUFHPHQW� WKLV UHYLHZ UHLQIRUFHV WKH VDIHW\ DQG  
ZHOO-EHLQJ RI D FKLOG LV WKH VKDUHG UHVSRQVLELOLW\ RI WKH IDPLO\� FRPPXQLW\� DQG ERWK ODZ  
HQIRUFHPHQW DQG PHGLFDO SHUVRQQHO DLGLQJ FKLOGUHQ DQG IDPLOLHV� ,W LV QRW LQWHQGHG WR SODFH
EODPH� EXW WR KLJKOLJKW DUHDV RI FRQFHUQ UHJDUGLQJ WKH KDQGOLQJ RI WKLV FDVH DQG DGYRFDWH IRU
FKDQJHV LQ WKH FKLOG ZHOIDUH V\VWHP RQ EHKDOI RI VLPLODUO\ VLWXDWHG FKLOGUHQ�  

3XUSRVH� 6FRSH 	 6XPPDU\ RI ,QYHVWLJDWLRQ�

7KH SXUSRVH RI WKLV LQYHVWLJDWLRQ ZDV WR GHWHUPLQH ZKHWKHU SODFHPHQW DW /DNHVLGH
$FDGHP\ ZDV LQ KLV EHVW LQWHUHVW� ZKHWKHU /DNHVLGH $FDGHP\ VWDII PHPEHUV FRPSOLHG ZLWK ODZ�
DGPLQLVWUDWLYH UXOH� '++6 SROLF\� LQWHUQDO IDFLOLW\ SROLF\� DQG LQWHUQDO IDFLOLW\ SURFHGXUH FRQFHUQLQJ
D UHVWUDLQW RI RQ ������� WKDW UHVXOWHG LQ KLV GHDWK� ZKHWKHU WKH DVVLJQHG 0,& XQLW  
FRPSOLHG ZLWK DSSOLFDEOH ODZ DQG SROLF\ ZKHQ LQYHVWLJDWLQJ WKLV UHVWUDLQW� DQG ZKHWKHU WKHUH DUH
V\VWHPLF LVVXHV QHFHVVLWDWLQJ UHFRPPHQGDWLRQV WR LPSURYH SUDFWLFH UHJDUGLQJ &&,
V DQG WKH XVH
RI UHVWUDLQW WHFKQLTXHV LQ &&,
V� 

7KH VFRSH RI WKH 2&2 LQYHVWLJDWLRQ LQFOXGHG IRVWHU FDUH FDVH� WKH 0,& DQG OLFHQVLQJ
LQYHVWLJDWLRQV FRQFHUQLQJ WKH ������� UHVWUDLQW� 0,& DQG OLFHQVLQJ LQYHVWLJDWLRQV FRQFHUQLQJ
/DNHVLGH $FDGHP\ UHVLGHQW GLVFLSOLQH WKDW RFFXUUHG LQ WKH WZR \HDUV SULRU WR GHDWK�
0,& DQG OLFHQVLQJ LQYHVWLJDWLRQV DW RWKHU &&,
V LQ WKH WZR \HDUV SULRU WR GHDWK� DQG WKH
UHTXLUHPHQWV IRU GLUHFW FDUH ZRUNHUV LQ 0LFKLJDQ &&,
V� 

'XULQJ WKLV LQYHVWLJDWLRQ� WKH 2&2 LQYHVWLJDWRU� 
· 2EWDLQHG DQG UHYLHZHG PHGLFDO UHFRUGV IURP %URQVRQ 0HWKRGLVW +RVSLWDO�

ZKLFK WUHDWHG LPPHGLDWHO\ SULRU WR KLV GHDWK 
· 2EWDLQHG DQG UHYLHZHG WKH UHSRUW RI DQ DXWRSV\ FRQGXFWHG RQ
· 5HYLHZHG FDVH ILOH GRFXPHQWDWLRQ LQ 0L6$&:,6 FRQFHUQLQJ IRVWHU FDUH

FDVH� DGRSWLRQ FDVH� WKH 0,& LQYHVWLJDWLRQ FRQFHUQLQJ GHDWK� DQG
WKH OLFHQVLQJ VSHFLDO LQYHVWLJDWLRQ FRQFHUQLQJ GHDWK DQG D SUHYLRXV UHVWUDLQW
RI DW /DNHVLGH $FDGHP\ 

· 5HYLHZHG GRFXPHQWDWLRQ LQ WKH -XGLFLDO 'DWD :DUHKRXVH WR FRQILUP LQIRUPDWLRQ
GHVFULELQJ WKH FKLOG SURWHFWLYH SURFHHGLQJ LQYROYLQJ DQG KLV VLEOLQJV DQG D
GHOLQTXHQF\ SURFHHGLQJ LQYROYLQJ

· ,QWHUYLHZHG IRVWHU FDUH ZRUNHU DQG KHU VXSHUYLVRU� WKH DVVLJQHG 0,& ZRUNHU
DQG KHU VXSHUYLVRU� DQG WKH DVVLJQHG OLFHQVLQJ LQYHVWLJDWRU DQG KHU VXSHUYLVRU 

· 2EWDLQHG DQG UHYLHZHG YLGHR UHFRUGLQJV RI WKH UHVWUDLQW OHDGLQJ WR GHDWK DQG
D SUHYLRXV UHVWUDLQW RI DW /DNHVLGH $FDGHP\

· 2EWDLQHG DQG UHYLHZHG LQWHUQDO /DNHVLGH $FDGHP\ SROLF\ FRQFHUQLQJ UHVWUDLQWV DQG
SK\VLFDO KROGV RI UHVLGHQWV DW WKH IDFLOLW\ DQG WUDLQLQJ PDWHULDOV XVHG E\ /DNHVLGH
$FDGHP\ WR WUDLQ VWDII RQ WKH XVH RI UHVWUDLQWV DQG SK\VLFDO KROGV

· $WWHPSWHG WR LQWHUYLHZ �� IRUPHU /DNHVLGH $FDGHP\ VWDII PHPEHUV LQYROYHG LQ WKH
������� UHVWUDLQW RI



ϮϬ 

· 5HYLHZHG HPSOR\PHQW UHFRUGV RI VHYHQ IRUPHU /DNHVLGH $FDGHP\ VWDII PHPEHUV
GLUHFWO\ LQYROYHG LQ WKH ������� UHVWUDLQW RI

· 5HYLHZHG ODZ� SROLF\� DQG GRFXPHQWV GHVFULELQJ UHVWUDLQW DQG SRVLWLRQDO DVSK\[LD
· 5HYLHZHG �� OLFHQVLQJ VSHFLDO LQYHVWLJDWLRQV DQG 0,& LQYHVWLJDWLRQV FRQFHUQLQJ

/DNHVLGH $FDGHP\ VWDII WKDW RFFXUUHG LQ WKH WZR \HDUV SULRU WR GHDWK
· 7DOOLHG WKH QXPEHU DQG JHQHUDO QDWXUH RI OLFHQVLQJ VSHFLDO LQYHVWLJDWLRQV DQG 0,&

LQYHVWLJDWLRQV WKDW RFFXUUHG LQ DOO 0LFKLJDQ QRQ-VHFXUH &&,
V GXULQJ WKH WZR \HDUV SULRU
WR GHDWK

· 2EWDLQHG VWDUWLQJ SD\ UDWHV DQG HGXFDWLRQ DQG H[SHULHQFH UHTXLUHPHQWV IRU GLUHFW FDUH
ZRUNHUV DW D PDMRULW\ RI 0LFKLJDQ QRQ-VHFXUH &&,
V�

7RELQ 0LOOHU 

&KLHI ,QYHVWLJDWRU 

2IILFH RI &KLOGUHQ¶V 2PEXGVPDQ 

3�2� %R[ ����� 

/DQVLQJ� 0, �����  



Ϯϭ 

)LQGLQJ�V�� 

3ULPDU\ $JHQF\ RI )RFXV� /DNHVLGH IRU &KLOGUHQ 
6HFRQGDU\ $JHQF\�LHV�� 1�$ 
7KH 2&2 ILQGV WKDW /DNHVLGH $FDGHP\ VWDII YLRODWHG 0LFKLJDQ $GPLQLVWUDWLYH 5XOHV ��������
DQG �������� DQG /DNHVLGH $FDGHP\
V LQWHUQDO SROLF\ JRYHUQLQJ WKH XVH RI KROGV DQG UHVWUDLQWV
ZKHQ UHVWUDLQLQJ RQ �������� 7KLV UHVWUDLQW ZDV XQZDUUDQWHG� LPSURSHUO\ H[HFXWHG�
FRQGXFWHG ZLWKRXW DSSURSULDWH VXSHUYLVRU\ DSSURYDO RU RYHUVLJKW� DQG LQFRQVLVWHQW ZLWK  

WUHDWPHQW SODQ� ,Q DGGLWLRQ� /DNHVLGH $FDGHP\ VWDII IDLOHG WR REWDLQ WLPHO\ HPHUJHQF\
PHGLFDO FDUH IRU IROORZLQJ WKH UHVWUDLQW� 

3ULPDU\ $JHQF\ RI )RFXV� /DNHVLGH IRU &KLOGUHQ 
6HFRQGDU\ $JHQF\�LHV�� &KLOGUHQ¶V 6HUYLFHV $GPLQLVWUDWLRQ 

7KH 2&2 ILQGV WKDW D UHYLHZ RI 0,& VXEVWDQWLDWLRQV DQG DGPLQLVWUDWLYH UXOH YLRODWLRQV FRQFHUQLQJ
/DNHVLGH $FDGHP\ VWDII PDOWUHDWPHQW RI UHVLGHQWV LQ WKH WZR \HDUV SULRU WR GHDWK  
LQGLFDWHV D SDWWHUQ RI LQDSSURSULDWH XVH RI UHVWUDLQW DQG DVVDXOW WR PDQDJH QRQ-WKUHDWHQLQJ  
EHKDYLRUV�  

)RU H[DPSOH� WKH 2&2 UHYLHZHG FRQILUPHG DOOHJDWLRQV RI /DNHVLGH $FDGHP\ VWDII PHPEHUV  
UHVWUDLQLQJ D UHVLGHQW IRU RYHU �� PLQXWHV� GUDJJLQJ D UHVLGHQW DFURVV WKH IORRU IRU IDLOLQJ WR  
UHVSRQG WR VWDII UHTXHVWV� FKDOOHQJLQJ D UHVLGHQW WR ILJKW� SXVKLQJ D UHVLGHQW LQWR D EULFN ZDOO  
EHFDXVH WKH VWDII PHPEHU EHOLHYHG WKH UHVLGHQW ZDV DERXW WR VSLW RQ KLP� \HOOLQJ GLUHFWO\ LQ D
UHVLGHQW
V IDFH� DQG �EDFNKDQGLQJ� D UHVLGHQW LQ WKH IDFH� LQ WKH SUHVHQFH RI WKH UHVLGHQW
V  
WKHUDSLVW� IRU FDOOLQJ WKH VWDII PHPEHU D QDPH� 

7KH 2&2 DOVR ILQGV WKDW GHVSLWH PXOWLSOH UXOH YLRODWLRQV FRQFHUQLQJ WKHVH DQG RWKHU LQFLGHQWV DW
/DNHVLGH $FDGHP\� DQG GHVSLWH WKH LPSRVLWLRQ RI QXPHURXV FRUUHFWLYH DFWLRQ SODQV DV D UHVXOW RI
WKH UXOH YLRODWLRQV� WKH IDFLOLW\ ZDV VWLOO RQ UHJXODU OLFHQVH VWDWXV DW WKH WLPH RI GHDWK� 

3ULPDU\ $JHQF\ RI )RFXV� /DNHVLGH IRU &KLOGUHQ 
6HFRQGDU\ $JHQF\�LHV�� 1�$ 

7KH 0LFKLJDQ $GPLQLVWUDWLYH &RGH IRU &KLOG &DUH ,QVWLWXWLRQV �&&,V� GHILQHV TXDOLILFDWLRQV IRU  
GLUHFW FDUH ZRUNHUV LQ 5XOH ��� �5 ���������� 7KH PLQLPXP TXDOLILFDWLRQ IRU D &&, GLUHFW FDUH
ZRUNHU LV ³$ GLUHFW FDUH ZRUNHU VKDOO KDYH FRPSOHWHG KLJK VFKRRO RU REWDLQHG D JHQHUDO  
HTXLYDOHQF\ GLSORPD �*('��´ 

7KH 2&2 ILQGV WKDW RI WKH VHYHQ HPSOR\HHV PRVW GLUHFWO\ LQYROYHG LQ WKH ������� UHVWUDLQW RI
� QRQH KDG FKLOG ZHOIDUH H[SHULHQFH SULRU WR EHLQJ HPSOR\HG E\ /DNHVLGH $FDGHP\�

2QH RI WKH VHYHQ HPSOR\HHV KROGV D EDFKHORU
V GHJUHH LQ FULPLQDO MXVWLFH� VRFLRORJ\� DQG  
DQWKURSRORJ\� RQH KDV DQ DVVRFLDWH
V GHJUHH LQ EXVLQHVV DQG DFFRXQWLQJ� DQG ILYH KDYH KLJK
VFKRRO GLSORPDV�  



ϮϮ 

(PSOR\PHQW UHFRUGV IURP /DNHVLGH $FDGHP\ DOVR VKRZ WKDW WKH DYHUDJH QXPEHU RI PRQWKV WKH
VHYHQ HPSOR\HHV KDG EHHQ HPSOR\HG E\ /DNHVLGH $FDGHP\ SULRU WR ������� ZDV DSSUR[LPDWHO\
��� 

3ULPDU\ $JHQF\ RI )RFXV� &KLOGUHQ
V 6HUYLFHV $GPLQLVWUDWLRQ 
6HFRQGDU\ $JHQF\�LHV��  1�$ 

7KH 2&2 ILQGV WKDW DPRQJ �� SULYDWH QRQ-VHFXUH &&,
V WKDW UHFHLYH FKLOGUHQ XQGHU D 0LFKLJDQ
FRXUW
V MXULVGLFWLRQ IRU FKLOG DEXVH RU QHJOHFW� WKH VWDUWLQJ KRXUO\ SD\ UDWH IRU GLUHFW FDUH ZRUNHUV
UDQJHV IURP D ORZ RI ����� SHU KRXU WR D KLJK RI ������ SHU KRXU�  

,Q DGGLWLRQ� WKH 2&2 ILQGV WKDW DPRQJ WKHVH �� &&,
V� WKH DYHUDJH VWDUWLQJ UDWH RI SD\ IRU GLUHFW
FDUH ZRUNHUV� LQFOXGLQJ SD\ GLIIHUHQWLDOV IRU HGXFDWLRQ DQG UHOHYDQW H[SHULHQFH� LV DSSUR[LPDWHO\
������ SHU KRXU� 

3ULPDU\ $JHQF\ RI )RFXV� &KLOGUHQ
V 6HUYLFHV $GPLQLVWUDWLRQ 
6HFRQGDU\ $JHQF\�LHV��  1�$ 

7KH 2&2 ILQGV WKDW 0'++6 FRPPLVVLRQHG WKH $QQLH (� &DVH\ )RXQGDWLRQ¶V &KLOG :HOIDUH  
6WUDWHJ\ *URXS WR UHYLHZ 0'++6¶ RYHUVLJKW RI WKH VDIHW\ DQG TXDOLW\ RI 0LFKLJDQ &&,¶V� 2QH RI WKH
UHFRPPHQGDWLRQV IURP WKLV UHYLHZ ZDV WR OLPLW WKH QXPEHU RI UHVLGHQWV DW &&,¶V WR ��� 

7KH 2&2 UHYLHZHG SXEOLFO\ DYDLODEOH OLFHQVLQJ VSHFLDO LQYHVWLJDWLRQV DQG FRQILGHQWLDO 0,&  
LQYHVWLJDWLRQV RFFXUULQJ DW QRQ-VHFXUH &&,¶V ZLWKLQ WKH WZR \HDUV SUHFHGLQJ GHDWK�
%DVHG RQ WKLV UHYLHZ� WKH 2&2 ILQGV D FRUUHODWLRQ EHWZHHQ WKH QXPEHU RI FKLOGUHQ KRXVHG ZLWKLQ D
QRQ-VHFXUH &&, DQG WKH OLNHOLKRRG WKDW WKH &&, ZDV IRXQG UHVSRQVLEOH IRU D UXOH YLRODWLRQ RU D &&,
HPSOR\HH ZDV VXEVWDQWLDWHG IRU VWDII DVVDXOW RI D UHVLGHQW RU DQ LPSURSHU UHVWUDLQW� 7KRVH &&,
V
ZLWK D YLRODWLRQ RU VXEVWDQWLDWLRQ IRU D VWDII DVVDXOW RU LPSURSHU UHVWUDLQW LQ WKH ODVW WZR \HDUV ���  
WRWDO &&,
V� KDYH DQ DYHUDJH RI �� UHVLGHQWV� 7KRVH &&,
V ZLWKRXW VXFK D YLRODWLRQ ZLWKLQ WKH ODVW
WZR \HDUV ��� WRWDO &&,
V� KDYH DQ DYHUDJH RI �� UHVLGHQWV�  

5HFRPPHQGDWLRQ�V��

3ULPDU\ $JHQF\ RI )RFXV� &KLOGUHQ
V 6HUYLFHV $GPLQLVWUDWLRQ 
6HFRQGDU\ $JHQF\�LHV�� 1�$ 
7KH 2&2 UHFRPPHQGV WKDW 0'++6 UHTXLUH D KHLJKWHQHG UHVSRQVH E\ '&:/ WR VWDWXWRU\ RU  
DGPLQLVWUDWLYH UXOH YLRODWLRQV UHJDUGLQJ UHVWUDLQW� VWDII SK\VLFDO DEXVH RI D UHVLGHQW� RU IDLOXUH WR  
FRPSO\ ZLWK WKH PDQGDWHG UHSRUWLQJ SURYLVLRQV RI WKH &KLOG 3URWHFWLRQ /DZ �&3/� E\ D &&,� 7KLV
KHLJKWHQHG UHVSRQVH FRXOG LQFOXGH WKH IROORZLQJ� 



Ϯϯ 

· )RU D VHFRQG RU VXEVHTXHQW YLRODWLRQ RI ODZ RU DGPLQLVWUDWLYH UXOH FRQFHUQLQJ UHVWUDLQW�
VWDII SK\VLFDO DEXVH RI D UHVLGHQW� RU IDLOXUH WR UHSRUW� LVVXLQJ D SURYLVLRQDO OLFHQVH WR WKH
&&,� DQG

· )RU DQ\ YLRODWLRQ RI ODZ RU DGPLQLVWUDWLYH UXOH FRQFHUQLQJ UHVWUDLQW� SK\VLFDO DEXVH RI D
UHVLGHQW� RU IDLOXUH WR UHSRUW� UHTXLULQJ '&:/ WR QRWLI\ ORFDO '++6 RIILFHV RI LWV ILQGLQJV
WR SHUPLW ORFDO RIILFHV WR GHFLGH ZKHWKHU WR VHHN UH-SODFHPHQW RI FKLOGUHQ XQGHU WKHLU
FDUH DQG VXSHUYLVLRQ�

0'++6 5HVSRQVH WR 5HFRPPHQGDWLRQ� 0'++6 LQWHQVLILHG LWV UHVSRQVH WR UXOH YLRODWLRQV E\
UHTXLULQJ WKH 0'++6 'LYLVLRQ RI &KLOG :HOIDUH /LFHQVLQJ� SULRU WR GHWHUPLQLQJ DGYHUVH DFWLRQ� WR
FRQGXFW D FRPSUHKHQVLYH UHYLHZ RI D &KLOG &DULQJ ,QVWLWXWLRQ¶V VHULRXV DQG VDIHW\-UHODWHG  
YLRODWLRQV IRU WKH SUHYLRXV WZHQW\-IRXU PRQWKV� 7KH JRDO LV WR LGHQWLI\ SDWWHUQV DQG WUHQGV WKDW PD\
QHFHVVLWDWH D FRUUHFWLYH DFWLRQ SODQ RU RWKHU LQWHUYHQWLRQ WR DGGUHVV FRQFHUQV WKDW LPSDFW FKLOG
VDIHW\ DQG ZHOOEHLQJ�  

(IIHFWLYH �������� 0'++6 LVVXHG (PHUJHQF\ 5XOHV IRU &KLOG &DULQJ ,QVWLWXWLRQV UHVWULFWLQJ  
GDQJHURXV W\SHV RI UHVWUDLQWV DQG OLPLWLQJ XVH RI UHVWUDLQWV ZKHQ QHFHVVDU\ WR SUHYHQW VHULRXV
LQMXU\ WR WKH FKLOG RU LQMXU\ WR RWKHUV�  

(IIHFWLYH �������� 0'++6 OLFHQVLQJ FRQVXOWDQWV EHJDQ PDNLQJ XQDQQRXQFHG YLVLWV WR &KLOG &DULQJ
,QVWLWXWLRQV – TXDUWHUO\ WR DOO &KLOG &DULQJ ,QVWLWXWLRQV� PRQWKO\ ZKHQ D ILUVW SURYLVLRQDO OLFHQVH LV
UHFRPPHQGHG� DQG ZHHNO\ ZKHQ D VHFRQG SURYLVLRQDO OLFHQVH LV UHFRPPHQGHG�  

$GGLWLRQDOO\� WKH 'HSDUWPHQW LPSOHPHQWHG ZHHNO\ &KLOG &DULQJ ,QVWLWXWLRQ VWDWXV PHHWLQJV WR  
LGHQWLI\ FRQFHUQV WKDW LPSDFW FKLOG VDIHW\ DQG UHTXLUH LPPHGLDWH DFWLRQ� VXFK DV FDVHZRUNHU  
YHULILFDWLRQ RI VDIHW\ DQG ZHOOEHLQJ� LPSOHPHQWDWLRQ RI VDIHW\ SODQV� UHYLHZ RI VWDIILQJ VXIILFLHQF\�
DGGLWLRQDO LQYHVWLJDWLRQ E\ &KLOGUHQ¶V 3URWHFWLYH 6HUYLFHV 0DOWUHDWPHQW LQ &DUH XQLW RU OLFHQVLQJ�
WHFKQLFDO DVVLVWDQFH E\ OLFHQVLQJ DQG�RU SURJUDP RIILFHV� DQG WHPSRUDU\ VXVSHQVLRQ RI QHZ  
UHIHUUDOV WR WKH IDFLOLW\� 3DUWLFLSDWLRQ DW WKH ZHHNO\ PHHWLQJV LQFOXGHV� DPRQJ RWKHUV� WKH %XUHDX RI  
2XW-RI-+RPH 6HUYLFHV GLUHFWRU� WKH 'LYLVLRQ RI &KLOG :HOIDUH /LFHQVLQJ GLUHFWRU RU GHVLJQHH� WKH
0DOWUHDWPHQW LQ &DUH GLUHFWRU� WKH -XYHQLOH -XVWLFH 3URJUDPV GLUHFWRU� WKH PDQDJHU RI WKH 5HJLRQDO
3ODFHPHQW 8QLW� DQG WKH UHVSHFWLYH PDQDJHUV RI IRVWHU FDUH DQG MXYHQLOH MXVWLFH SURJUDP RIILFHV�
7KH 'LYLVLRQ RI &KLOG :HOIDUH /LFHQVLQJ DOVR KROGV FRQIHUHQFH FDOOV ZLWK WKH FDVHZRUNHU LQ WKH  
ORFDO RIILFH DIWHU HYHU\ UHVWUDLQW RI D FKLOG RQ WKHLU FDVHORDG� 7KH 'LYLVLRQ RI &KLOG :HOIDUH  
/LFHQVLQJ VHULRXVO\ FRQVLGHUV LVVXLQJ D SURYLVLRQDO OLFHQVH WR &KLOG &DULQJ ,QVWLWXWLRQV WKDW KDYH
PRUH WKDQ RQH VHULRXV UHVWUDLQW YLRODWLRQ� 

$IWHU WKH WUDJHG\ DW /DNHVLGH� 0'++6 DVNHG QDWLRQDO H[SHUWV WR KHOS JXLGH UHIRUP RI LWV XVH RI
UHVLGHQWLDO VHUYLFHV DQG LPSURYH VDIHW\ IRU FKLOGUHQ UHFHLYLQJ UHVLGHQWLDO VHUYLFHV� 1DWLRQDO H[SHUWV
LVVXHG D UHSRUW FRQWDLQLQJ UHFRPPHQGDWLRQV WR LPSURYH RYHUVLJKW RI VDIHW\ DQG TXDOLW\ RI FDUH WR
FKLOGUHQ UHFHLYLQJ UHVLGHQWLDO VHUYLFHV DQG WKHLU IDPLOLHV� LQFOXGLQJ PRYLQJ WRZDUGV UHVWUDLQW-IUHH
SURJUDPV� ,Q 6HSWHPEHU ����� 0LFKLJDQ FRQYHQHG D �-PRQWK VWHHULQJ FRPPLWWHH WR LPSOHPHQW WKH
UHFRPPHQGDWLRQV LQ WKH UHSRUW� 7KH VWHHULQJ FRPPLWWHH LV VHW WR FRQFOXGH LWV ZRUN DW WKH HQG RI
0DUFK �����  

)LQDOO\� 0'++6 KDV LPSOHPHQWHG D VHULHV RI WUDLQLQJV IRU &KLOG &DULQJ ,QVWLWXWLRQV IRFXVHG RQ
LPSOHPHQWDWLRQ RI EHVW SUDFWLFHV WR SUHYHQW DQG VDIHO\ UHGXFH WKH XVH RI UHVWUDLQWV� DGGLWLRQDO  
WHFKQLFDO DVVLVWDQFH LV SODQQHG LQ �����  



Ϯϰ 

3ULPDU\ $JHQF\ RI )RFXV� &KLOGUHQ
V 6HUYLFHV $GPLQLVWUDWLRQ 
6HFRQGDU\ $JHQF\�LHV�� 1�$ 

7KH 2&2 UHFRPPHQGV WKDW 0'++6 DPHQG 5 �������� WR UHTXLUH HLWKHU

D� $ EDFKHORU
V GHJUHH LQ VRFLDO VFLHQFHV� KXPDQ VHUYLFHV� RU D UHODWHG ILHOG� RU 

E� $ PLQLPXP QXPEHU RI \HDUV RI H[SHULHQFH ZRUNLQJ ZLWK FKLOGUHQ EHIRUH EHLQJ HPSOR\HG
LQ D &&, DV D GLUHFW FDUH ZRUNHU�

7KLV ZRXOG HQFRXUDJH SHUVRQV ZKR SODQ D FDUHHU ZRUNLQJ ZLWK FKLOGUHQ WR DSSO\ IRU VXFK MREV�  
UHRULHQW WKH QDWXUH RI WKH SRVLWLRQ WRZDUG HIIHFWLYH LQWHUDFWLRQ ZLWK WUDXPDWL]HG FKLOGUHQ DQG DZD\
IURP SK\VLFDO PDQDJHPHQW RI VXFK FKLOGUHQ� DQG EULQJ VWDII TXDOLILFDWLRQV LQ OLQH ZLWK WKH UHTXLUHG
TXDOLILFDWLRQV IRU VWDII LQ RWKHU FKLOG ZHOIDUH SURJUDP DUHDV� 

0'++6 5HVSRQVH WR 5HFRPPHQGDWLRQ� 0'++6 UHFRJQL]HV WKH LPSRUWDQW UROH &KLOG &DULQJ
,QVWLWXWLRQ GLUHFW FDUH VWDII KDYH LQ ZRUNLQJ ZLWK FKLOGUHQ ZKR KDYH H[SHULHQFHG WUDXPD DQG WKHLU
IDPLOLHV� 'UDIW UHYLVLRQV WR WKH OLFHQVLQJ UXOHV� WKDW DUH H[SHFWHG WR WDNH HIIHFW LQ )DOO �����  
HQKDQFH WKH DPRXQW DQG W\SHV RI WUDLQLQJ QHZO\ KLUHG DQG H[LVWLQJ VWDII ZLOO UHFHLYH ZKHQ  
HPSOR\HG DW D &KLOG &DULQJ ,QVWLWXWLRQ� 8QGHU WKH GUDIW UHYLVHG UXOHV� VWDII DUH UHTXLUHG WR  
FRPSOHWH �� KRXUV RI WUDLQLQJ LQ WKHLU ILUVW \HDU RI KLUH� DQG �� KRXUV DQQXDOO\ WKHUHDIWHU� 6WDII ZLOO
VHOHFW IURP RYHU �� DQQXDO WUDLQLQJ WRSLFV DV LGHQWLILHG LQ 0LFKLJDQ $GPLQLVWUDWLYH &RGH
5�������� DQG WKH &KLOG 3URWHFWLRQ /DZ LQFOXGLQJ� EXW QRW OLPLWHG WR� WRSLFV UHODWHG WR ZRUNLQJ DV
SDUW RI D WHDP� XQGHUVWDQGLQJ DQG GHIXVLQJ FKDOOHQJLQJ EHKDYLRUV� UHODWLRQVKLS EXLOGLQJ ZLWK WKH
IDPLO\� FULVLV LQWHUYHQWLRQ� VXLFLGH SUHYHQWLRQ� JULHI DQG ORVV IRU IRVWHU FKLOGUHQ� DQG RWKHU WRSLFV
ZKLFK ZLOO HQKDQFH VWDII VNLOO DQG DELOLW\ WR GHOLYHU HIIHFWLYH VHUYLFHV DQG LQWHUYHQWLRQ ZLWK \RXWK
DQG WKHLU IDPLOLHV�  

3ULPDU\ $JHQF\ RI )RFXV� &KLOGUHQ
V 6HUYLFHV $GPLQLVWUDWLRQ 
6HFRQGDU\ $JHQF\�LHV�� 1�$ 

7KH 2&2 UHFRPPHQGV WKDW 0'++6 LGHQWLI\ MREV ZLWKLQ WKH VWDWH FLYLO VHUYLFH WKDW DUH  
VXEVWDQWLDOO\ VLPLODU WR WKH SRVLWLRQ RI GLUHFW FDUH ZRUNHU DW D SULYDWH QRQ-VHFXUH &&,� 0'++6
VKRXOG UHTXLUH E\ FRQWUDFW WKDW SD\ UDWHV IRU GLUHFW FDUH ZRUNHUV ZLWKLQ SULYDWH QRQ-VHFXUH &&,
V
EH FRPPHQVXUDWH ZLWK WKH GHSDUWPHQW
V SD\ UDWHV IRU VXEVWDQWLDOO\ VLPLODU SRVLWLRQV ZLWKLQ WKH
VWDWH FLYLO VHUYLFH DQG LQFOXGH SD\ GLIIHUHQWLDOV IRU HPSOR\HHV ZLWK UHOHYDQW FKLOG ZHOIDUH  
H[SHULHQFH� 

0'++6 5HVSRQVH WR 5HFRPPHQGDWLRQ� %HJLQQLQJ LQ 'HFHPEHU ����� 0'++6 EHJDQ  
ZRUNLQJ ZLWK 3XEOLF &RQVXOWLQJ *URXS DQG UHVLGHQWLDO VHUYLFH SURYLGHUV WR LGHQWLI\ FRPSDUDEOH
PDUNHW UDWHV IRU VLPLODU SRVLWLRQV DQG LGHQWLI\ VDODU\ EHQFKPDUNV FRPPHQVXUDWH ZLWK MRE GXWLHV
DQG H[SHFWDWLRQV� 7KH QH[W PHHWLQJ DPRQJ 0'++6� 3XEOLF 6HFWRU &RQVXOWLQJ *URXS DQG  
UHVLGHQWLDO SURYLGHUV LV VFKHGXOHG IRU 0DUFK ��� ZLWK DGGLWLRQDO PHHWLQJV VFKHGXOHG WR RFFXU LQ
$SULO DQG 0D\� 7KLV ZRUN ZLOO EH IDFWRUHG LQWR DFWXDULO\ VRXQG UDWH UHFRPPHQGDWLRQV IRU &KLOG
&DULQJ ,QVWLWXWLRQV�  



Ϯϱ 

3ULPDU\ $JHQF\ RI )RFXV� &KLOGUHQ
V 6HUYLFHV $GPLQLVWUDWLRQ 
6HFRQGDU\ $JHQF\�LHV�� 1�$ 

7KH 2&2 UHFRPPHQGV WKDW 0'++6 DGG D UHTXLUHPHQW WR 0LFKLJDQ $GPLQLVWUDWLYH 5XOH
��������� 5XOH ���� WR UHTXLUH DOO GLUHFW FDUH ZRUNHUV LQ &&,
V� VLPLODU WR WKH ILUVW DLG WUDLQLQJ  
UHTXLUHPHQW� WR WDNH 3DUHQW 5HVRXUFHV IRU ,QIRUPDWLRQ� 'HYHORSPHQW� DQG (GXFDWLRQ �35,'(�
WUDLQLQJ DV UHTXLUHG IRU IRVWHU SDUHQWV� 

0'++6 5HVSRQVH WR 5HFRPPHQGDWLRQ� :KLOH 3DUHQW 5HVRXUFHV IRU ,QIRUPDWLRQ�  
'HYHORSPHQW� DQG (GXFDWLRQ �35,'(� WUDLQLQJ LV JHDUHG WRZDUG WKH SODFHPHQW RI FKLOGUHQ ZLWK
IRVWHU SDUHQWV DQG UHODWLYHV� &KLOG &DULQJ ,QVWLWXWLRQ FRQWUDFWV UHTXLUH RULHQWDWLRQ IRU DOO QHZ VWDII
WKDW LQFOXGH WRSLFV LGHQWLILHG LQ 0LFKLJDQ $GPLQLVWUDWLYH &RGH 5�������� DQG WKH &KLOG 3URWHFWLRQ
/DZ� &XUUHQW GUDIW UXOH UHYLVLRQV ZLOO UHTXLUH DGGLWLRQDO DQQXDO WUDLQLQJ LQ RYHU �� DUHDV UHODWHG WR
VWDII SURYLGLQJ HIIHFWLYH WUHDWPHQW IRU FKLOGUHQ DQG IDPLOLHV LQYROYHG DW &KLOG &DULQJ ,QVWLWXWLRQV�  

$GGLWLRQDOO\� DOO VWDII ZLOO UHFHLYH DQQXDO WUDXPD-IRFXVHG SURJUDP WUDLQLQJ WR PDLQWDLQ D  
WUDXPD-LQIRUPHG PLOLHX DQG WUHDWPHQW HQYLURQPHQW� ,Q ���� DQG ����� DOO &KLOG &DULQJ  
,QVWLWXWLRQV ZHUH LQYLWHG WR SDUWLFLSDWH LQ WKH 6L[ &RUH 6WUDWHJLHV WUDLQLQJ� GHOLYHUHG E\ QDWLRQDO
H[SHUWV LQ FRQJUHJDWH FDUH V\VWHP UHIRUP� 7KH WUDLQLQJ LQFOXGHG ILYH WKUHH-KRXU WUDLQLQJ VHVVLRQV
RQ VWUDWHJLHV WKH\ VKRXOG WDNH WR UHGXFH WKH XVH RI UHVWUDLQWV� VHFOXVLRQ� DQG RWKHU FRHUFLYH  
SUDFWLFHV� 7KH WUDLQLQJ IRFXVHG RQ ZD\V WKDW &KLOG &DULQJ ,QVWLWXWLRQV FDQ SURPRWH SHUPDQHQF\�
IDPLO\-GULYHQ� \RXWK-JXLGHG DQG WUDXPD-LQIRUPHG FDUH� FXOWXUDO DQG OLQJXLVWLF FRPSHWHQFH�
VWUHQJWK�UHVLOLHQF\-EDVHG DQG LQGLYLGXDOL]HG FDUH�  

$ ZRUNJURXS KDV GUDIWHG UXOH UHYLVLRQV WKDW ZLOO UHTXLUH DOO &KLOG &DULQJ ,QVWLWXWLRQV WR GHYHORS
DJHQF\-EDVHG DQG FKLOG VSHFLILF FULVLV SUHYHQWLRQ DQG LQWHUYHQWLRQ VWUDWHJLHV WKDW DUH  
VWUHQJWK-EDVHG DQG QRQ-FRHUFLYH� 7KHVH SODQV ZLOO EH XVHG WR VXSSRUW VWDII DQG DVVLVW FKLOGUHQ LQ
VHOI-UHJXODWLRQ� VRFLDO VNLOOV� DQG KHDOLQJ�  

3ULPDU\ $JHQF\ RI )RFXV� 0LFKLJDQ /HJLVODWXUH 
6HFRQGDU\ $JHQF\�LHV�� 1�$ 

7KH 2&2 UHFRPPHQGV WKDW WKH 0LFKLJDQ /HJLVODWXUH DPHQG WKH &KLOG &DUH 2UJDQL]DWLRQV $FW�
0&/ ������� HW VHT�� WR OLPLW WKH QXPEHU RI FKLOGUHQ WKDW D &&, PD\ KRXVH ZLWKLQ D  
VHOI-FRQWDLQHG XQLW RI D IDFLOLW\ WR �� UHVLGHQWV RU OHVV�  

0'++6 5HVSRQVH WR 5HFRPPHQGDWLRQ� $V SDUW RI WKH &KLOG &DULQJ ,QVWLWXWLRQ 6WHHULQJ  
&RPPLWWHH FRQYHQHG IURP 6HSWHPEHU ���� WKURXJK 0DUFK ����� D ZRUNJURXS DQDO\]HG DQG
FDUHIXOO\ FRQVLGHUHG PRGLI\LQJ WKH /LFHQVLQJ 5XOHV IRU &KLOG &DULQJ ,QVWLWXWLRQV WR OLPLW UHVLGHQWLDO
SURJUDP VL]H WR D FDSDFLW\ RI �� \RXWK RU OHVV� 7KH ZRUNJURXS UHFRPPHQGHG XSGDWHV EH PDGH
WR OLFHQVLQJ UXOHV� FRQWUDFWV� SURJUDPV� DQG RYHUVLJKW IRFXV RQ IDFWRUV WKDW LPSURYH VDIHW\ DQG
SRVLWLYH RXWFRPHV IRU FKLOGUHQ DQG WKHLU IDPLOLHV VXFK DV HQJDJHPHQW ZLWK IDPLOLHV� UHGXFLQJ
OHQJWKV RI VWD\� SUHYHQWLRQ RI UHVWUDLQW�VHFOXVLRQ XVH� ZRUNIRUFH VXSSRUW DQG GHYHORSPHQW�  
XUJHQF\ WRZDUG SHUPDQHQF\� XVH RI GDWD IRU SURJUDP LPSURYHPHQW� SRVW-GLVFKDUJH VXSSRUWV�
WUDXPD-UHVSRQVLYH LQWHUYHQWLRQV DQG RUJDQL]DWLRQDO RYHUVLJKW�  



Ϯϲ 

7KH ZRUNJURXS UHFRPPHQGHG� DQG WKH 6WHHULQJ &RPPLWWHH DJUHHG� QRW WR PRGLI\ WKH OLFHQVLQJ
UXOHV� RU FRQWUDFWV� IRU UHVLGHQWLDO VHUYLFHV WR OLPLW EHG FDSDFLW\� 7KH GHFLVLRQ ZDV EDVHG RQ WKH  
IROORZLQJ� �� LQVXIILFLHQW GDWD� UHVHDUFK� RU FRQVLVWHQW DSSURDFK LQ RWKHU ORFDWLRQV� �� FXUUHQW  
0LFKLJDQ GDWD GRHV QRW VXSSRUW WKLV UHFRPPHQGDWLRQ DQG �� HYLGHQFH WR HVWDEOLVK D FRUUHODWLRQ  
EHWZHHQ EHG FDSDFLW\ DQG VDIHW\�RXWFRPHV UHVHDUFK VXJJHVWV WKDW SRVLWLYH RXWFRPHV DUH OLQNHG WR
IDFWRUV VXFK DV IDPLO\ HQJDJHPHQW� VWDII WUDLQLQJ� DQG DGKHUHQFH WR HYLGHQFH-EDVHG SUDFWLFHV�  

$V 0'++6 LPSOHPHQWV 4XDOLILHG 5HVLGHQWLDO 7UHDWPHQW 3URJUDPV XQGHU WKH )DPLO\ )LUVW  
3UHYHQWLRQ 6HUYLFHV $FW� LWV FRQWUDFWXDO UHTXLUHPHQWV DQG UHVLGHQWLDO WUHDWPHQW SURJUDPV ZLOO  
LPSOHPHQW WUDXPD-LQIRUPHG WUHDWPHQW PRGHOV� VWDII SURIHVVLRQDO FRPSHWHQFLHV� OLFHQVHG QXUVLQJ�
DQG LQWHQVLYH DIWHUFDUH VXSSRUW WR VXVWDLQ HDFK \RXWK DQG IDPLO\ VXFFHVV LQ WKH FRPPXQLW\� 

3ULPDU\ $JHQF\ RI )RFXV� 0LFKLJDQ /HJLVODWXUH 
6HFRQGDU\ $JHQF\�LHV�� 1�$ 
7KH 2&2 UHFRPPHQGV WKDW WKH 0LFKLJDQ /HJLVODWXUH DSSURSULDWH VXIILFLHQW IXQGV WR VXSSRUW WKH
HVWDEOLVKPHQW� PRQLWRULQJ� DQG DGPLQLVWUDWLYH FRVWV RI &&,¶V ZLWK VPDOOHU UHVLGHQW SRSXODWLRQV DV
UHFRPPHQGHG LQ WKLV GRFXPHQW� 

5\DQ 6SHLGHO� $FWLQJ 2PEXGVPDQ 

2IILFH RI &KLOGUHQ¶V 2PEXGVPDQ 

3�2� %R[ ����� 

/DQVLQJ� 0, ����� 






