MINISTRY OF SOCIAL
DEVELOPMENT

TE MANATU WHAKAHIATO ORA

27 MAR 2017

On 6 January 2017 you emailed the Ministry requesting, under the Official
Information Act 1982, information regarding the Ministry’s decision to conclude
funding the Out of School and Recreation (OSCAR) Foundation.

The Ministry of Social Development, through Work and Income, provides financial
support for childcare and out of school care and is committed to supporting services
in this sector. Work and Income administers the Childcare Subsidy for pre-school
children, and OSCAR Subsidy for children aged 5 to 13. You can find more general
information on Childcare Assistance provided by Work and Income at
www.workandincome.govt.nz/map/income-support/extra-help/childcare-assistance-
programme/oscar-subsidy.html.

The OSCAR Foundation represented service providers in the OSCAR sector and
received Ministry funding to provide them with advice and support.

In April 2012, the Ministry contracted Deloitte to complete an independent financial
review of the OSCAR Foundation after serious concerns were raised regarding the
governance of the organisation. This followed a review conducted in 2008, which
provided the OSCAR foundation with recommendations on how to improve their
financial and governance systems. Following the 2008 review, written assurances
were received from the OSCAR Foundation that they had implemented these
recommendations. There had been no reason to doubt these assurances until further
concerns were raised with the Ministry in 2012.

The Ministry terminated its contracts with the OSCAR Foundation after the 2012
review determined that the OSCAR Foundation was insolvent. As outlined in the
Deloitte report, the OSCAR Foundation was unable to resolve its financial problems
and consequently the Ministry decided that it had to terminate its contract to ensure
the sector’s funding was protected.

It is important to note that the $500,000 funding appropriated for the OSCAR
Foundation for the 2011/2012 financial year remained available to the sector.

At the time, an OSCAR Sector Steering Group was formed to assist with the period of
transition and to ensure commmunication across the OSCAR sector. The Ministry also
assumed the OSCAR Foundation’s services, including offering advice to providers in
regards to funding and meeting the Ministry’s OSCAR approval requirements.
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Following discussions with the OSCAR Sector Steering Group, on 1 July 2013 the
Government set in place a new funding system to spread funding more evenly across
the sector and enable the Government to fund more programmes in isolated or low-
income communities.

Please find enclosed the following four documents which have been identified as in
scope of your request.

o The Deloitte 2008 report titled The 0.S5.C.A.R Foundation Inc, Report to
Ministry of Social Development, 8 December 2008.

e The Deloitte 2012 report titled The O.S.C.A.R Foundation, Briefing to the
Ministry of Social Development, 3 May 2012.

o A letter dated 3 April 2012 from the Ministry to Murray Upton, Chief Executive
of the OSCAR Foundation regarding concerns raised about The OSCAR
Foundation.

o A letter dated 3 May 2012 from the Ministry to Murray Upton, Chief Executive
of the OSCAR Foundation giving notice of termination of contract.

Please note that in the above mentioned documents the personal details of some
individuals are withheld under section 9(2)(a) of the Official Information Act in order
to protect the privacy of natural persons. The need to protect the privacy of these
individuals outweighs any public interest in this information.

Some information is withheld under section 9(2)(ba)(i) of the Official Information Act
as it is subject to an obligation of confidence and, if released, could prejudice the
supply of similar information in the future. The greater public interest is in ensuring
that such information can continue to be supplied.

You will note some information is withheld under section 9(2)(h) of the Official
Information Act in order to maintain legal professional privilege. The greater public
interest is in ensuring that government agencies can continue to obtain confidential
legal advice.

From the Deloitte 2012 report appendices A through G are identified as out of scope
of your request. The overall findings of the evidence contained in the appendices are
summarised in the 2012 Deloitte report.

The principles and purposes of the Official Information Act 1982 under which you
made your request are:

e to create greater openness and transparency about the plans, work and
activities of the Government,

e to increase the ability of the public to participate in the making and
administration of our laws and policies and

o to lead to greater accountability in the conduct of public affairs.

This Ministry fully supports those principles and purposes. The Ministry therefore
intends to make the information contained in this letter and any attached documents
available to the wider public shortly. The Ministry will do this by publishing this letter
and attachments on the Ministry of Social Development’s website. Your personal
details will be deleted and the Ministry will not publish any information that would
identify you as the person who requested the information.
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If you wish to discuss this response regarding the Ministry’s decision to conclude
funding the OSCAR Foundation with wus, please feel free to contact
OIA_Requests@msd.govt.nz.

If you are not satisfied with this response, you have the right to seek an

investigation and review by the Ombudsman. Information about how to make a
complaint is available at www.ombudsman.parliament.nz or 0800 802 602.

Yours sincerely

ST p J‘:;f? ' &7

Ruth Bound
Deputy Chief Executive, Service Delivery
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MINISTRY OF SOCIAL DEVELOPMENT
Te Manntii Whakaliiato Ora

Mindalry of Soctal Davelapment, Bowen Slate Building, Bowen Street, Wellinglon 6011, PO Box 1856, Wellinglon 6140
¢ ‘Telephones 0-4-916 3300 » Facsimile: 0-4-918 0099

3 May 2012 IN CONFIDENCE &
Murtay Upton

Chief Executive

The OSCAR Foundation

Section 9(2)(a) Privacy of natural persons i; j

Dear Murray, @ @

The OSCAR Foundation - Nofice of Tetmin @:

Thank you for your email response to th ott. %

| have passed your comments onto D@lajtte, \They ha portion in repottthat

relates to the OSCAR Foundation’s ( % ‘
of the Folindation's overall fingngighstatus,

Position Summary to J:
commitment record
that of the adjustme J ¢
the view that t nls jnse )
f hag o agre with the Ministry of Soclal Development, An
ice and SuppariSérvice (No. NATO-12-00362) and an Agreement for

Servigss (No, ESWI-12-00603) (‘the Agreements”). | am wiiting to glve
wtice that %ry of Social Development has declded to terminate these
Wetgauksation.

‘mis of the Agreements a Provider has a Key Oblligation to remain
iable. Clause 1,1(e) of the Standard Terms requires that the

s's-yiew has not changed on thls matter or
t you also guestloned. The report maintains

at the Provider s solvent and financially viable at the commencement
Il remaln so until the expiry date.”

iShas Independently reviewed the Foundation and found if to be "deeply
olvent”, As dearly demonstrated in the Deloltte report the Foundation is presently

reviously. Your email today does ot deny the Foundation's Insolvency nor does It
propose any reallstic way to address the issue of the Foundation’s financial viability.

Due to the Foundatlon’s Insolvency and lack of financial viabllity, the Ministry is invoking
termination under clause 19.2(a) of the Standard Terms and Conditions of both
Agreements, This clause allows the Minjstry to Immediately tetminate if:

@ ther solvent nor financially viable, You have accepted this in discusslons with us

STUDVLIMNIC /%%“'Work and Income

oto Akorangn Te Hiranga Taisgata
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is sufficiently financially viable to perform Its key obligations In accardance with-clause
1Q"

The Foundation should note that under clause 19,4@ of the. Advice and Supfiort &éurlets
Agrsement, the Foundation must repay any funding unexpended or not . The

Agreement for Advice and Support Services was to expire on the 30 g d the >
funding provided was $860,000, As calculated on pro rata basls of s§nise period left the
unexpehded funding should he $130,769 as at Monday 7 May 2012.

In accordance with 19.7 of the Advice and Support Services gl
unexpended funds will be a debt due to the Ministry and sh6ul
front you recelving this nofice of termination, The Ministr g@ '

deduct this debt from payments made from other agreem | dth/clause
19.7 the Minlstry has elected to deduct the $49,59Q f¢dndin : o Worlk
Agreement from this unexpended funding debt. This\Sayés ot

owes the Minlstry to be $81,179.

Please make prompt payment of this amotfiy 20 day
| also note that you allege that the Mifiistryhag breached sl -2 of the contract and
disclosed confidential information o the sebtor!” We yefutetiits.”The Ministry has
provided Information to the-seot@W them to(ikglrstane’ why the Foundation's

Q

canference was cancelléd an m of orgalngSupport,
You have recently sent ou
clreumstances we do n ¥ ppro

t
I
| understand that the reavfe ding t
events that have 8 ) th (

frok
would still like tq wr the F
the eﬁeotiv%

“the Provider Is not solvent or Is unable to establish fo the Minlstry that the Provider %

oundation Is Insolvent, and the subsequent
ing to you and your staff, The Minlstry
‘reduce the disruption to.the sector and
of services, | will call you next week fo discuss

Peler Heasllp, Chalrperson
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MINLSTRY OF SOCIAL DEVELOPMENT  Welbgon
Te Manati Whakahiuto Orn Fagsimlle! 04 818 0099

Mlinistey of Sociul Development, Bowen State Building, Bowen Street 6011, PO Box 1556, Wellinglon 6140
o Telephone: 0-0-816 3300 o Facstmile: 0-1-918 0099

3 April 2012 IN CONFIDENCE : é
Murray- Upton @% [; @

Chief Executive
The OSGAR Fotndation
Section 9(2)(a) Privacy of natural persons

Dear Murray

Concerns Raised Regarding The @
| wilte to advise that the Ministiy has retelved infors
managemenit of The OSCAR Fog %y] holuding

funds. The Minlstry has als
O8CAR Fouhdation’s BoatQ

provided to the Board to
These matters are of %oncar Ministry and in order for us to have assurance
around the fundin% e to tion, we Intend to engage Deloitte to calry out

wofide™df multiple resignatlons from the
it tonce i poor governance and information

your ns governahce and management arrangements
of finances

View ESQM

R Poundation's governance both at board and management level.

Rex ’O
: -@ optlateness of the expenditure incurred by The OSCAR Foundation
%tt vears,

o s Jhe OSCAR Foundation's current financtal position and solvency.
Report on the implementation by The OSCAR Foundation of the Deloiite
racommendations made in December 2008,
@ Examline any other matters that come to our altention during this review.
As you wlll be aware clause 7.9 of the General Terms and Conditions of our funding
agreements contain provision for auch a raview,

A representative from Deloitte will contact you shortly to arrange the review,
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In the interlm, should you wish to contact me to discuss any of these matters, please feel free
to call e on  Section 9(2)(a)

Yours sincerely

2‘2?::.;\( N oy v"f‘m‘“}

Kelvin Moffatt
General Manager Contracts

Copy: Peter Heaslip, Chairperson
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Executive Summary

1. The Ministry of Social Development (“MSD") contracts The O.S.C.A.R Foundation
Incorporated (“the Oscar Foundation”) to provide support to approximately 1,200
Oscar providers throughout New Zealand and developmental assistance to potential

providers. Refer to Section 1

MSD provides approximately $1 million per annum to the Oscar F?‘u@or ihe@ :

2.
services. The Oscar Foundation has been operating at a defi ral years
has advised MSD that it requires a significant increase in , tocover the defie
increase staffing levels to cope with current demand o imprgve the ity oithe
service offered. Refer to Section 1 %
O
3. MSD engaged Deloiitte to complete an i fina Qof the Oscar
Foundation. We were asked to review on th oundation’s recent
financial performance and position, t e service the Oscar
Foundation provided in 2008an u dditional support the Oscar
Foundation believes is necessary: owin eipt of this report, Deloitte will
arying le ice as directed by MSD. We were
@ ar Foundation’s governance, financial
4. at a deficit of approximately $40,000 in each of

ree y icits have eroded the Oscar Foundation’s capital base

and | w in_a_poor financial position. If the Oscar Foundation is not currently

Wt, it isHi oome insolvent within the next six to twelve months without

itiona r@mamr changes to its operating cost base. Refer fo Sections 2 &

@)
o

ar Foundation must secure additional revenue and/or reduce costs so it can

%

5.
turn to operating at a profit inmediately. If the Oscar Foundation is unable to secure
% additional funding, it will probably have to reduce the level of staff by 1 or 2 peaople in
@ order to return to profitability. Even if the Oscar Foundation began to operate
profitably, it may still require additional suppont, perhaps by way of a term loan, to
ensure it can pay wages and creditors as they fall due. Refer o Sections 4 & 5

6. The Oscar Foundation advised us that its workload is approximately double the level
envisaged when the funding levels were significantly altered in 2005. The Oscar
Foundation is seeking additional funding to enable it to employ an additional 12 full

The 0.5.C.A.R Foundation Inc 1
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time Oscar Advisers (3 of which will be team leaders for 50% of the time) in order to
cope with this additional demand. It would also like to improve the quality of the
service by increasing the number of visits to programmes from 1 to 6 per annum and
also employ a Trainer and Child Advocate. Refer to Section 4

7. These initiatives would increase the number of Oscar Adviser’s from 15 (including the
CYF Development Manager) to 41 and the “operationat support sta from 4 to 8

both full and part time staff. Set out below is our prelimi ion of {

(excluding the 3 Oscar Advisers who will also be team leaders). mclu@

additional funding the Oscar Foundation would require to ipriplemeqit these initiatiyes:
These figures, which should be considered indicative, exclude T and advance
ihat the Oscar Foundation may require to strengthe @fl ncial posit ensure

wages and creditors are paid when due. @
SN 2

Oscar Advice & Suppor@@ﬁW&’nd De\él’bp}neﬁt/(CYF

Funding $

W Op \g\é{(?g Other  Manage
CRNA activities & Admin

Total
Current 990,000 \/ 15 N\M 4 3 26
Additional sought

Deficit funding @ @ 0
Increase staff for @

current workload 9 630, 12 12

. >

1,% 14 2 16

. W\\(}? VZ'SOO 1 1

o Rd 62,500 1 1

% 1 960,000 26 4 0 0 30

@ 2,950,000 41 8 4 3 56

%,;ﬁﬁ(\ea\se 198% 173% 100% 0% 0% 115%

\’\(anudes Oscar Advisers at Networks. Combination of full and part time staff.

8. The Oscar Foundation advised that its current staffing levels are causing considerable
stress and the quality of the service provided is at risk. Given the inherent risk in
rapidly increasing staffing numbers, we suggest the funding and staffing levels be
increased in a phased approach over 2 to 3 years if MSD is interested in funding these
initiatives. It would be prudent to first address funding and staffing levels for the

The 0.5.C.A.R Foundation Inc 2
Ministry of Social Development
8 December 2008




itte

current workload before considering increasing the number of annual visits. The

benefits of this approach include:

e It enables the Oscar Foundation to identify, recruit and train good quality staff in

an orderly manner, without overwhelming current staff;

o It provides an opportunity for the Oscar Foundation to implement its new database
and timesheet system, which will provide the tools to enable the oundation
to ensure and demonstrate to MSD that it is operating effigiently. e Os

Foundation advised us the new database and timesheet
operational in February 2009; «

e The timesheet information will provide
robust basis to determine the add|

programme visits from 1 to 6 per ;

e It minimises risk. @

@ O Refer to Section 4
Although our calcutali cost e ary and should be considered indicative,
clearly the pr@ increz‘% umber of visits per programme will add a
significan l ttot oundation. If the Ministry is interested in funding
the Osvar fidation €0 e more annual visits, it is likely to be more cost
effe t rget the azmval visits at new and/or high risk programmes. In any

w ould rudent to address the Oscar Foundation’s current staffing

<

work [0 E@ increasing the number of annual visits.

;% Refer to Section 4

oundation’s financial controls are poor. The weaknesses identified in this

0.
%od tan quickly and easily be remedied. We also identified some material

©

migstatements in the management accounts at 30 June 2008. These issues are
detailed in section 6 of this report.

Refer to Section 6
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W n. Spec
@ Revi
-
@ t(@% gnd its budget for the year ending 30 June 2009;
|

Introduction

Background

1.1 The Ministry of Social Development (“MSD") provides funding of approximately $15
million per annum for services provided before school, after school }d during the
school holidays. We understand there are approximately 1,200 such ép@provide
in New Zealand (“OSCAR providers”). </

1.2 The 0.5.C.A.R Foundation Incorporated (“the Oscar Foug}/ﬁ, as incor
on 8 May 1995, and provides support to current and petential OSCAR providers

-

$i

throughout New Zealand. MSD contracts the Oscar K atfgn to pro

e Ongoing advice and support to OSCAR pro@ @
e Funding administration services; @ @

o Developmental Assistance. %

1.3 MSD provides funding of approkimately) $71 mill} m to the Oscar Foundation
for these services. The { Foundation és perating at a deficit for several
years and has advise @7 t it reg Sigrificant increase in funding, to cover

both the deficit, to t demg

Scope of R @ %
e <§>

1.4 MS d Deloittexmplete an independent financial review of the Oscar

Il e were asked to:

epoOrt on the Oscar Foundation’s financial performance for the last

=

an overview of how the Oscar Foundation delivers its services and the

costs of doing so for the year to 30 June 2008;

Provide an overview of the level of service the Oscar Foundation provided for the

@ g year ended 30 June 2008 and summarise the improvement in service the Oscar

Foundation believes is necessary;

@

Calculate the cost of delivering varying levels of service as directed by MSD;

@

Review and report on the Oscar Foundation's current financial position; and

@

Review and report on the governance, financial systems and controls in place

The 0.5.C.A.R Foundation Inc 4
Ministry of Social Development
8 December 2008




9(2)(a)

eloitt

1.5  The calculation of the cost of delivering varying levels of service will form part of a

second report as required by MSD. It does not form a part of this initial report.

Limitations

1.6 The terms of this engagement, and the scope of the work you have asked us to
undertake, are different from an audit or a review engagement as d the Ne
jategwith th

Zealand Institute of Chartered Accountants, and the assurances as
reviews will not be given. The Oscar Foundation’s managemeépnt

prov%%
with financial and other information. While we made“énquiries and,_complefed
analytical review procedures, we did not verify tp rcuracy of iqfermation
provided to us by the Oscar Foundation.

i [ i §C S may remain

5 ial mi
prevent eciNraud or error
Fieldwork & Report @;5

1.8 We completed our fi @r this re

Auckland on 31 Ju O princip

ief'Exe u@
érson foris Manager;
,A% Manager.

1.9 <Wonclu ion fieldwork we discussed our key findings at that point with
@ ay and ollowing the fieldwork we obtained further information by way of

i t™e Oscar Foundation’s premises in

acts for the fieldwork were:

e  Murray Upt

Section 9(2)(a) Privacy

0 delll

Sectio (a

(a)
6\.> mail and teleppone conversations, as well as two further meetings on 14 August
% 20 14 September 2008,

8
1.1 re.was a considerable delay in the Oscar Foundation providing us with its
sheet data, which we eventually received on 6 October 2008. We extracted the
data we believed to be relevant and sent this to the Oscar Foundation on 8 October
@ 2008 seeking commentary on the reasonableness of the data extracted. We obtained

Oscar's comments on the database on 21 October 2008.

1.11 We were provided with full access to the Oscar Foundation’s financial records and the
staff and management co-operated with our enquiries and review. We provided the

Oscar Foundation with a draft copy of this report on 27 November 2008.
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Deloitt:

2. Financial Performance

2.1 In this section of the report we provide an overview of the Oscar Foundation’s financial

performance for the three years ended 30 June 2008.

2.2 Table 1 summarises the Oscar Foundation’s actual financial performa or the three &
years to 30 June 2008. The Oscar Foundation has prepared get the ®i
months ended 31 December 2008, but has not prepared a bu @y year di@
30 June 2009". v

O\

Table 1 — The Oscar Foundation's Fina{ﬁiﬂ?erfcrmam >
Year ended 30 June 2006 2007

Revenue
MSD Contact
Sponsorships
Conference
Other

Expendit :

Confe ses @ 79) (111) (10)
Co ntr@service (267) (274) (181)
Gi @ 37 47 (36)

(154) (174) (179)

O ense
gRe x (77) (81) (88)
%&ries % wages (508)  (464)  (595)
p

le”j rplus/(Deficit) (38) (42) (35)

ecial (42) (94) (147)
Travé (94) (107) (95)
(1,258)  (1,352)  (1,331)
@ 2

Source: Audited financial statements for the years ended 30 June 2006 and 2007.
Manhagement accounts at 30 June 2008.

r. The Oscar Foundation’s revenue has been reasonably stable at $1.2 million to $1.3

million over the last three years. WMSD’s contract funding has accounted for
approximately 80% to 90% of the Oscar Foundation’s total revenue in each of the last

three years.

' The Oscar Foundation advised us that it has not prepared a budget for the year ending 30 June 2009 as it is unclear what
level its contract with MSD will be set at.

The 0.5.C.A.R Foundation Inc 6
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2.4

2.5

e

S

Expenditure has also been stable over the last three years. Salaries and wages is by
far the largest expense, accounting for approximately 40% of total expenditure in
2008. The Oscar Foundation outsourced the provision of its services in Auckland and
Christchurch. This expense appears in Table 1 as “contracts for services”, and it

accounted for approximately 20% of total expenditure in 2008.

Special events of $147,000 in 2008 comprises:

s Go Kids - $55,000. We understand this is the direct operational ¢psts, includin &
salaries and wages of approximately $26,000 incurred N\ p @
programme. The Oscar Foundation receives corporats&n orship to

this programme.

e  MSD funding round - $81,000. We were advise isJhe cost
temporary staff the Oscar Foundation e Q rassist @v‘
funding applications. %

e Other-$11,000. &

Table 2 provides a breakdown of ti% expensd@x& !

& AN

Table 2 — The-Qscar Féunc;aﬁam\"s\\ﬁtﬁer expenses

Year ended 30 J \% 006 2007 2008
@ m Actual Actual Draft
/2 e <:\>

$000's  $000's $000's

(8) (16) (11)

(13)  (19)  (17)

(15)  (13)  (10)

ight & printing (36)  (31)  (43)
(36)  (30)  (36)

@1) @1 (39

(25)  (24)  (23)

(154)  (174)  (179)

N\S};éc)JAudited financial statements for the years ended 30 June 2006 and 2007.

nagement accounts at 30 June 2008.

The Oscar Foundation has recorded deficits of approximately $40,000 in each of the
last three years. The Oscar Foundation is now in a poor financial position as a direct
result of these deficits. We comment further on the Oscar Foundation's financial

position in section 5 of this report.
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3. Provision of Services & Costs

3.1

In this section of the report we provide an overview of the services the Oscar

Foundation provides, how it delivers those services, and the costs of delivering the

services for the year ended 30 June 2008. We also outline the improvements the

Oscar Foundation believes are necessary in order to provide a quality ice.

Delivery of services

A
A

3.2 Table 3 provides a summary of the revenues expenses Oscar
Foundation’s key activities®. @
7N 7.
Table 3 - The Oscar Found Wanciaﬂ% mance
for the year ended&iﬁ& 0 08 By Activi
SNSBT— CoKids O’head Total
Funds@ ice’ Subfotal \ b
$'000 0 WO $'000  $'000  $'000
Revenue O\w
MSD contract @ 990 25 - 14 1,139
Go Kids sponsorship v - 62 - 62
Other @ 18 - 77 95
008~ 1,143 62 91 1,296
(201) (253) (21) - (274)
(157) (157) - - (157)
(181) (181) - - (181)
- éMn - - 81
31 (31) (29) - (60)
% (570) (703) (50) - (759)
tribut@ 2 438 440 12 91 543
Shar erheéads (86) (370) (456) (32) (91) (579)
ﬁ& s/(deficit) (84) 68 (16) (20) - (36)
)
1£e: Total revenues and expenses per management accounts to 30 June 2008. Allocation of revenues and expenses
[>eempleted by Deloitte. Overhead costs allocated based on share of direct costs.

2 The Oscar Foundation’s accounting system does not capture revenue and costs on a contract or activity basis. We have
prepared this table based on information provided to us by The Oscar Foundation and judgements made by us.

The 0.5.C.A.R Foundation Inc
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Funding Administration Services

3.3 The Oscar Foundation co-ordinates all funding applications for programme providers
throughout New Zealand. This involves distributing and receiving application forms,
ensuring supporting documentation is attached. and making recommendations to
MSD. The annual funding for this part of the contract was approximately $135,000
excluding GST for the year ended 30 June 2008. &

3.4  The funding applications are processed in April and October gach>y ? he Os@
Foundation employs two permanent staff (32 hours and a e of 23 ho &P
week respectively) and a number of temporary staff to assist the pgssin All
of the processing is completed in the Oscar Foundatj @ ckland offi¢é
3.5 This service incurred direct costs of $133,000 4 y
operated at a surplus of $2,000 before an is m3g
costs® and a loss of $84,000 after provick are of
%
ev t

al Assistance

Ongoing Advice and Suppokt

3.6 MSD contracts the Oz@aton
conten d Ivitie
sta{ FoundativoN

r unding are contdcted at least 4 times each year, one of which is to be a
pHysical site %e Oscar Foundation is also expected to monitor the services
@ rovi& eannual funding for this part of the contract is $880,000 excluding

pected to ensure that the OSCAR programmes which

elopmental Assistance. Provision of developmental assistance to potential
E% OSCAR providers. The MSD funding for the year ended 30 June 2008 is

$110,000 excluding GST®.

® Rent, wages and salaries for management and administration staff, etc.
* Calculated based on share of direct costs.
® For the two years ended 30 June 2008.

® Figure paid provided by MSD. The Oscar Foundation advised the funding is $100,000 excluding GST.
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3.8

The Oscar Foundation advised us that its workload has doubled but its funding and
staffing levels have remained largely unchanged over the last three years. The Oscar
Foundation has prepared a graph setting out the increase in the number of
programmes and its funding levels since April 2004. A copy of this graph is attached
as Appendix A.

Interestingly this graph suggests the number of programmes has increased from
approximately 670 in April 2004 to approximately 1,200 in October 2 %n increase
of approximately 80%. The graph suggests funding during this p gd\a@oreasp
from approximately $500,000 per annum to $945,000 peria >an i
approximately 90%. %

The Oscar Foundation's graph initially suggests tha

amm a oubled (between

2003/2004 and 2007) but funding ha

i i ingreased (between 2006 and
2007). It was beyond the scweo@ to veri St%ims.

The Oscar Foundation provides service ut New Zealand via its own

frontline staff and subco@ organisati @ ut in Table 4:
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Table 4 — The Oscar Foundation’s provision of Advice and Developmental Assistance
Region Providers per Services Number of Premises
report to MSD provided direct
July 2007 & by people (full
Jan 2008 & part time)
Northland 48 Section 9(2)(a) 1 @) -
N
Auckland 369 Network <§ YQ{/)/)
Waikato/King Country 193 9(2)(a) Q% \%
Thames/Coromandel/Bay NV \V
9(2)(3 1 s )
of Plenty 113 ¢ > §
NN
Hawkes Bay/Poverty \9@ w )
Bay/Manawatu 123 3 % -
N
Wellington/Wairarapa/Kapiti
9 parap @@\ > 1 Yes
Coast & <\
Nelson 1 -
L7
Christchurch ) 189 Q\l@twork 3 Yes
o N
Otago/Southland P 2 ﬁ%@ JIEESOR 1 -
Total &1\@ 14
\ 3

3.1 Th@@ﬂ;non

men
he ne

Janu

NG
S

p% wn frontline staff $201,000 for the year ended 30 June
ation paid the networks $163,000 in fees and $18,000 in

travel etc) for the same period. We understand that the staff

iIMtransfer and be directly employed by the Oscar Foundation from

nward S.

e  Operations Manager,

savings in contracting costs will be offset by higher wages).

e Publications and Research Manager (20 hours per week);

o Marketing Communications Manager;

e Membership Manager Services.

The 0.S5.C.A.R Foundation Inc
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This is not expected to alter the Oscar Foundation's cost

¢ 15 frontline staff’ are supported by 4 staff (additional to Chief Executive, finance
and administration staff) at a cost of $157,000 for the year ended 30 June 2008:

" Includes the national CYF Development Manager, which the Oscar Foundation counts as a frontline staff member.
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3.13 Other direct costs of $31,000 incurred in providing these services for the year ended

30 June 2008 comprise:

e Meeting costs - $10,000;
e Conference - $10,000 (which was largely offset by conference income of $8,000);
e  Schools Out - $8,000 (which was offset by Schools Out income of $9,000);

e The Oscar Foundation week - $3,000 (which was partially off the Oscar
Foundation week income of $1,000).

3.14 These services incurred direct costs of $570,000, and ra at a surm 0
$438,000 before an allowance is made for share of overhéa s an surplyg of

$68,000 after providing for a share of overhead cost

Go Kids @ @
“GooKids” pr e, which is intended to
iltren pacti %‘;n in Oscar programmes via

ndation receives funding from

3.15 The Oscar Foundation also provi

enhance the health and fitne

3.16 The Oscar Foundafi @ oys 2 @staﬁ to provide the Go Kids programme.

Total direct co is’progr e year ended 30 June 2008 were $50,000,
including k6,0 $21,000%,

3.17 This (e opera@}\x\ surplus of $12,000 before an allowance is made for
over w nd a defieit of $20,000 after providing for a share of overhead

@@Q@ %@

8 Calculated based on share of direct costs

° One staff member works on both Go Kids and is an Oscar adviser. 30% of her salary has been recognised in the Advice and
Support salaries in Table 3.

'° Calculated based on share of direct costs
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Overhead costs

3.18 The Oscar Foundation's overhead costs of $579,000 incurred in the year ended 30

June 2008 are summarised in Table 5:

Table 5 - The Oscar Foundation's &
overhead costs
$'000
AV

Board expenditure 29<
Salaries & wages 190

Other staff costs
Staff travel expenditure >
Rent & office costs Q
Depreciation 37
S
N

gement, financial and

3.19 The salaries and wages of $1
administration staff.

3.20 Other staff costs of $42 lude traini elopment costs of $39,000 for all
{ aff tr. is,0f $78,000 include mileage, car hire,

n for @Foundation staff. Rent and office costs
ilton and Wellington offices totalling $84,000,
, stationery and printing $43,000, professional

the Oscar Foundati

airfares and acc

include rent,

telecomm

The @j in Table 4 suggests that the core service of Advice, Support and
t operated at a surplus for the year ended 30 June 2008, whereas the
ding Assistance and Go Kids programme operates at a loss after an allowance is

e for the Oscar Foundation's overhead costs.

@2 Our impression is there may be some scope to monitor and control costs somewhat

more rigorously than present particularly in the office costs area detailed above.
However the key driver of cost in the Oscar Foundation is staffing, which we discuss in

more detail in section 4 of this report.
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4. Improvements Identified By the Oscar

Foundation

4.1 In this section of the report we summarise the improvements the Oscar Foundation
believes should occur in order to ensure a quality service is provided and set out our 3

initial thoughts on the financial implications of the proposals.

Improvements ldentified By the Oscar Foundatj @

ments it should

e Increase staffing to cope with ci { nd % :ar Foundation
advised that it has managed to co%l @ isit per<gf miie per annum, but
tatk are ¢

4.2 The Oscar Foundation has identified the following

D)

occur in order to ensure a quality service is provj

notes that it is currently underst e Oscar dation advised us that its

team is stressed and many.

The Oscar Foundation believ n ploy an additional 12 full time

ec
staff. 9 of these st n@ S Advisers and 3 would be Oscar

Advisers and d

e Increase

ran N re advised that the Oscar Foundation’s equivalent

stralia com 1\59 6 visits per annum, 4 being scheduled, the other 2 are

mpl ' -- The Oscar Foundation would like to employ a full time trainer
O to %velop the Oscar Foundation staff.

a Child Advocate — The Oscar Foundation would like to employ a full

£ “Child Advocate”, who would interview children to obtain feedback on

®
Q@programmes delivered, etc.
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Our initial thoughts on the financial implications of the Oscar
Foundation’s proposals

Increase staffing to cope with current demand

4.3 The Oscar Foundation's proposal to employ an additional 12 full time stafs to cope wﬂh
current demand would increase annual operating costs by approxi y$630 0
per annum, which is an increase of approximately 72% on curr $880 O
per annum.

4.4 The Oscar Foundation’s timesheet data suggests t ut not staffvare
working significantly more than 40 hours per : %md in

wee inding
Table 6. @
/>

Table 6 — Percentage of we e hours dedlin the
timesheet exceeds 40 r Oscar advi
Tot 40=< x MHZSX 50=< x
<45(\ <60
Section 9(2)(a) %J v 10% 3%
2% 0% 0%
3 4% 1% 0%
' 1% 0% 0%
13% 2% 2%
go/ 7% 0%
A~ 4% 9% 3%
unda’uon erned that its timesheet data is incomplete, which
unde this alysus e timesheet data does suggest some staff are working
4.0 hour eek (note: some of the staff are also part time).
@ur ex € performance and efficiency of teams managed remotely is often
poor ¥ s managed where all staff are in one location. This risk is increased
IS a lack of control in place such as that provided by a well monitored

t or similar control system. The Oscar Foundation advised us that it uses
r indicators to monitor performance such as numbers of funded programmes,

numbers attending network training and meetings, etc.

anrease the number of programme visits

4.7 The Oscar Foundation’s timesheet data is not sufficiently robust to use as a basis for

determining the average time taken to complete the programme visiis. However the
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4.8

4.9

Oscar Foundation estimates that the average visit takes approximately 4 hours o
complete. Assuming this estimate is accurate and is reasonably representative of the
time it will take for additional visits, our preliminary calculations suggest the additional
cost of increasing the numbers of visits from 1 to 6 per annum for 1,200 providers
would be in the region of $1.16 million and approximately 14 additional full time Oscar

Advisers would be required to complete these additional visits, This preliminary

estimate of cost also includes the cost for two full-time team Ieags the Oscar
Foundation advised us would be necessary to manage the additiong| T @

If implemented this would increase the cost per provider from %tely $7
annum to $2,200 per annum. This cost may be appropria large’and /or hi \v;

programmes, but may be uneconomic for small prograjames.

If the Ministry is prepared to fund the Oscar Fetindation Yo co re annual
visits, it is likely to be more cost effective to ta dditio i it/t new and/or
high risk programmes. @ @

Employ a Trainer and Child Adv

4.10

Our preliminary calculatj ests the gdditiopal ¥ost for employing a trainer and/or

i regio 2,900 each per annum assuming suitably
qualified staff ¢ 3 ployed $50,000 per annum and an allowance of $12,500
per annum is )

CC, travel, telephone, electricity and other costs.
The Osca dation 2 s 4 “non-frontline” staff supporting the 14 Oscar
Advis€rg 2h is more%> anticipated. The Oscar Foundation advised us that it

as deliperately twmralise its operations as this is more efficient and allows the
{

dvisefste.fo n their core business and demands from the sector.
AV
roac@asing funding & staffing

4.1@ e Uscar Foundation advised us that its current staffing levels are causing

corisiderable stress and the quality of the service provided is at risk.

The Oscar Foundation’s proposals would increase staffing levels from 26 staff to 56
staff including the staff at the networks in Auckland and Christchurch. Given the
inherent risk in rapidly increasing staffing numbers, we suggest the funding and
staffing levels be increased in a phased approach over 2 to 3 years if MSD is
interested in funding these initiatives. It would be prudent to first address funding and
staffing levels for the current workload before considering increasing the number of
annual visits. The benefits of this approach include:
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e |t enables the Oscar Foundation to identify, recruit and train good quality staff in

an orderly manner, without overwhelming current staff'”;

e It provides an opportunity for the Oscar Foundation to implement its new database
and timesheet system, which will provide the tools to enable the Oscar Foundation
to ensure and demonstrate to MSD that it is operating efficiently. The Oscar
Foundation advised us the new database and timesheet system is expected to be
operational in February 2009; &

e The timesheet information will provide the Oscar Foundatign a m@
better base to determine the optimum level of staff for t&‘ wdrkload; >

e The timesheet information will provide the Oscar Fqunda an%j& a gre>
robust basis to determine the additional co t@ insreasin ber of
programme visits from 1 to 6 per annum.; @ @

e |t minimises risk. @ 1%%

NS

Y

12 Oscar is confident it can identify and recruit large numbers of quality staff immediately
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5. Financial Position

5.1 In this section o

current financial

5.2

last three years.

Table 7 summarises the Oscar Foundation’s financial position as at 30 June for the

f the report we summarise and comment on the Oscar Foundation’s

position.

&

N

Table 7 - The Oscar Foundation's Financial Posiﬁq

S

As at 30 June 2006 2007 200
$'000s $'000s $000s

Current assets

Bank 86 )

Accounts receivable 33 16

Prepayments 1
Other 14 SN L

134 47 128
Current liabilities @
Accounts payable 4 (98)
Holiday pay & PN -
Working capi@ @ 55 30
Fixed As% N 3 76 66

174 131 96

q

C

Audite

%a\n%statements as at 30 June 2006 and 2007. Management accounts as at

F wo

5

®

database software.

Sol
vune 2008
Q@app %@management accounts at 30 June 2008 overstates the Oscar

rking capital and net assets as follows'®;

Oscar Foundation has a holiday pay liability of approximately $30,000 which
is not recognised at 30 June 2008. This adjustment reduces both working capital
and net assets by $30,000. It will also increase the reporied loss for 2008 from
$36,000 to $66,000;

The prepayments of $68,000 include a payment of $48,000 for the purchase of

This asset won't be available to pay current liabilities so

should be presented as a fixed asset. This reduces working capital by a further

$48,000.

¥ We have not completed an audit. There may be other misstated balances in the management accounts at 30 June 2008.
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54

55

Working capital is a good indicator of financial health. Small not for profit
organisations should ideally have the equivalent of say 3 months expenditure in
working capital, which would be approximately $300,000 for the Oscar Foundation.
The Oscar Foundation's working capital at 30 June 2008 is negative $48,000. Put
another way, its current liabilities (accounts payable, etc) exceed the current assets 3

(cash and other reasonably liquid assets) by $48,000. @

The Oscar Foundation is now in a poor financial position as N\e%esult@
continually operating at a deficit. If the Oscar Foundation is fetxufrently inso v%,

is likely to become insolvent within the next six to twelvy “honths”if it continuesto
operate at a deficit. We note:

e At 30 June 2008 the Oscar Foundation’s o May 2@ tstanding

and overdue; N
o There was approximately $39,000 @;s at (4%20 8 in excess of 30
days past due date. We were is delay in Rayment was caused by cash
flow difficulties; @
0,000

acility with ASB Bank. On 26

e The Oscar Foundatioti has a

e The Osca afion a

June 2008, the
$94,000 from

overdue creditors of $9,000 in December 2007.
id in January 2008 after the receipt of MSD's

nﬁz\n/’}rﬁnancial position will deteriorate further unless the Oscar
e

& o feturn to operating profitability, which will require increased
feased expenditure. Even if this occurs, the Oscar Foundation
itional support, perhaps by way of a term loan, to enable it to pay

may Ir
%ﬁ@reditors as they fall due. The Oscar Foundation should prepare a month

cash flow budget to determine the level of support required.
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6. Governance, Financial Systems and Controls

6.1 In this section of the report we comment on the Oscar Foundation’s governance,

financial systems and controls in place.

Overview of the Governance, Financial Systems

6.2 The Oscar Foundation is governed by 6 Board Members, et ;
The Board is provided with financial and operational y€ports and” minytes kept of
the Board meetings.

6.3 The Board minutes refer to some discussion @ nee o@nal financial

and legal skills on the Board. Murray U 4@ us thakthenBgard decided it will

bring in accounting and legal skillsfto xternal s es \a® and when they are
required. %?

6.4 The Oscar Foundation's accouqti record

accounting software an

and logical fashion. gemignt aceounts ars, prepared monthly, and include actual
versus budget rez

intained mainly on MYOB

6.5 JSA Charter its the Oscar Foundation’s annual financial

statements, \ph Fouadal has received unqualified audit opinions for the
20 2 years.

6.6 t o elow %\\(yrecommendations for improving the Oscar Foundation’s
@ jal syst ontrols.

A y of the Management Accounts

Section five of this report lists two issues in the management accounts at 30 June

2008, which materially overstate working capital and understate the deficit for 2008. It
is critical that management and the Board receive robust management accounts,

particularly at the moment given the Oscar Foundation’s poor financial position.

6.8 It was beyond the scope of this review to identify the reasons for the misstatements in
the management accounts at 30 June 2008, however in the brief time we spent with

Section 9(2)(2) who prepares the monthly accounis, we formed the impression that
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she is competent and well suited to her role. There may be merit in the Oscar
Foundation’s management accounts to be reviewed or “sense checked” by an external

accountant from time to time. The cost of such a review would not be significant.

Timeframe - for consideration

Reporting by contract/division

6.9 The Oscar Foundation’s financial reporting system is not set
by contract basis. The accounting system should be s
direct costs are captured on a contract by contract b @
enable the Oscar Foundation’s management to itor:

on a contract by contract basis.

Time e\-/d:uly 2 (fo 2009 financial year)
%

Controls

Internet Banking Facilj

6.10 t banking facility. The facility only requires

s. In our opinion, this arrangement does not

In our opinion, all payments should require two
words>io effect payment. We recommend that the Oscar

undgtien eithe@?s the Internet banking facility so that a second password is
.r% a sighatory) or cancels the Internet banking facility.

@/ Whett ©onsidering Internet banking, it is critical to bear in mind that the bank only

payee’s bank account number entered and does not refer to the payee's

e when processing payments. It is therefore important to have adequate controls

% over the establishment and maintenance of the payee details to prevent someone
altering the system so that an appropriate creditor has an incorrect bank account

@ number (e.g. Telecom is listed as the payee, but John Smith’s bank account number is

entered into the bank account details).

6.12  In order to gain confidence that the payee’s details have been correctly loaded into the

system, we suggest:
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e People who have the ability to create or approve payments should not have the
ability to set-up or otherwise modify the payee’s details. The person who sets up
the payees’ details should only enter the bank account number into the system
when he or she receives an original bank deposit slip from the payee. This

original bank deposit slip should be maintained on a master file;

e  When approving payments on the Internet, we suggest the authoyiSers randomly
select a few payments in each batch authorised and check th acco
details on the Internet match the bank account details held er fif
authorisers should also ensure that each payment |s by an apRroy
invoice (or payroll) and the expenditure appears reaso (as<per chigue
payments). @

@ — Immediate

Signed Blank Cheques @Q

6.13

<

ov14

We were advised that in the p scar Foundation pre-signed

blank cheqgues to enable ayments while the staff member

was overseas for a f 4 ile 2 remate that it is not always convenient

to find two signator specially R q S ‘ ot for-profit organisation), it is critical that

this practice d ing b
and provid opportupi s to be easily misappropriated, if someone was
motivated t§ 9o $0.

Q v Timeframe — Immediate

hk cheques overrides a fundamental control,

ash
oundation tops up petty cash by $200. It is preferable that petty cash be
e up fo $200. This way the petty cash float should have no more than $200 at all

. It should always consist of either $200 cash or receipts (or a combination of the

the cheque should always be supported by receipts for the same amount.

@% two). Additionally, when the cheque for petty cash is presented to top up the balance,

6.15 We also noted that small deposits are made into the petty cash system. Although this
may be convenient, we suggest that this practice is stopped, as it makes it difficult to
control the level of cash held in petty cash. All deposits should be banked into the
bank account.
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Timeframe - Immediate

Bank Reconciliation

6.16  Currently, the financial administrator prepares a bank reconciliation. We recommend

that the bank reconciliation be reviewed by say, the Chief Executiv@rﬂeviewer
it

should sign and date the bank reconciliation to provide an audi

reconciliation has been reviewed.

A%
eframe ~Jmmeqgiate
Banking :5 @

@e received by the
currently two people

recorded into a receipt

6.17  There are currently no processes to en
Oscar Foundation are banked into i
who open the mail. We sugges} that

book as the mail is opened. Th
there is a check that allfecdipts are re & e accounting system and these
sums are also banked. scar Faundation’s accountant should be to provide
advice on this matt

@2 Timeframe — Immediate

n currently provides the Chief Executive with a corporate credit

dit card balance is paid monthly by direct credit, which means

e@does not have to be reviewed before payment occurs. We suggest that

ect credit for the payment of the credit card balance be cancelled and that all

e
=
[52]
o
=
()

payments be made through the normal authorisation process.

@QWe would expect the expenditure to be reviewed and approved by someone

independent of the Chief Executive. Chairs or Finance Committees are often
responsible for reviewing and approving credit card expenditure incurred by the Chief

Executive in not for profit organisations.

The 0.5.C.A.R Foundation Inc 23
Ministry of Social Development
8 December 2008

e ba@

S

N




deloitt

Appendix A: Programme & funding growth

$14,000.00

$13,000.00

$12,000.00

§11,000,00

$10,000.00

$9,000.00

$8,000,00

$7,000.00

$6,000.00

Funding (Thousands)

$5,000.00

— (Y 2
OSSN

$4,000.00

ZE N\

§3,000.00

M ‘;/95“‘:(‘53ch
52,000,00 /5@%0

@

1.%}5@\_

Period
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