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THE BACKGROUND

(1) AICCA has been in operation since 1978, when it first began service deli
auspices of the Aboriginal & Islander Community Health Service. It even

corporation in it’s own right and is currently registered under the Busines airs
legislation.
(2) AICCA is funded annually by both the state department of Fanils iC the federal

department of Health & Human Resources, to provide a compreh and family

support service to the Brisbane ATSI community.
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STATEMENT OF REASONS PROVIDED PURSUANT TO SECTION 33 OF THE
JUDICIAL REVIEW ACT 1991 IN RELATION TO MY DECISION MADE ON
23 NOVEMBER 1998 (TO TAKE EFFECT FROM 4 DECEMBER 1998) TO REFUSE TO
MAKE FURTHER PAYMENTS OF DEPARTMENTAL GRANTS TO THE ABORIGINAL
AND ISLANDER CHILD CARE AGENCY (AICCA)

Background

1. The Brisbane AICCA receives recurrent funding from both Comimonwealth
Department of Family and Community Services ($721,352 per ) the
Department of Families, Youth and Community Care ($423,000 nnum):

2. Services funded by the Commonwealth include:
e Child placement and related family support services
¢ Koolyngarra Child Care Centre, and
¢ Emergency Relief.

3. Queensland Government funding is provided for;
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guardianship of the Director General
placement of children with care providers
support and expert advice to d
issues with indigenous familie

confidenge in the former Board at a Special General Meeting on 30 October 1998.




7. Mr Les Malezer, the new President of the AICCA Board of Directors replied to the Show
Cause Notice in correspondence dated 9 November 1998. Attached to the letter was a
financial review of AICCA prepared by Drake and Murphy, Chartered Accountants.

Evidence or other material on which findings of fact were based:

In arriving at my decision | had before me for consideration the followin
8. The following relevant section of the Family Services Act 1987.

e Section 15 which deals with the administration of Grant ! cause
process and the power to refuse further payments of the Gr.

10. Audit report from Hayward, Gesch, Dorge dated

11. Joint Financial Audit/Investigation of the Byisbane /A nal and Islander Child Care
Agency prepared by Lance Parsons, Directo g Department of Health and
Family Services, Anthony Jayawardena, Assista ' , Commonwealth Department
of Health and Family Services and Bruce Hunt ancial Coordinator, Department

12. Correspondence from Mr Sam S¢ Board of Directors, AICCA, dated 24
June 1998 in which it is stat ard would like to go on formal record as

noted by the auditor should imari ibuted to our failure as Directors, to play a
more direct part in the da ini

13. Correspondence from Natson, Secretary, Board of Directors, AICCA dated 15

14. Corresponde
validity of an

from the Quéensland Corrective Services Commission disputing the
on the Commission by AICCA .

15. Two Créditars Position~Reports for AICCA dated 5 October 1998 and 26 October 1998

Graham Stewart, Grant Controller, AICCA.

isher, President, Board of Directors, AICCA from Mr Ken Smith,
eneral Department of Families, Youth and Community Care dated 19 October
g-on the Board of Directors to show cause as to why further payments of

16.

17. }

1998 from John Dalgleish, Regional Director, Brisbane South, Department of Families,
Youth and Community Care outlining advice received from Mr Graham Stewart, Grant
Controller, in his Creditor Position Report dated 26 October 1998.
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18. Reply to the Director-General’s show cause letter by Mr Les Malezer, President on behalf
of the AICCA Board dated 9 November 1998.

19. AICCA Financial Review Report dated 6 November 1998 prepared by Drake & Murphy,
Chartered Accountants.

20. Letter dated 9 November 1998 from Mr Les Malezer, President on be
Board advising of the membership of the new Board.

21. Letter dated 5 November 1998, from Ms Kaye Whitta,
Commonwealth Child Care Program, Department of Family an
the Board of Directors, AICCA, outlining Senator the Hon., Jo
withdraw funds from AICCA and advising that there w

22. Report dated 18 November 1998 by Mr Steven Auste Budget Section,
Department Families Youth and Community Care, on hi of the Statement of

23. Recommendation dated 18 November 1998 ohn Dalgleish, Regional Director,

Findings on material guestions of fac
24. AICCA has debts amounting to at le

25. The Grant Controller, Mr
Accountants, appear to subgsiz
$582,000. Drake and Murp af Board further state that liabilities amount to

$485,000, if calculated on-a i p

a service provider. However both funding agencies assisted the former
by successfully negotiating the appointment of a Grant Controller and a Review
a.to,examine AICCA’s operations.




30. AICCA members should have been alerted to concerns regarding the financial
management of the agency as the last two (2) completed audit reports were qualified.
Further, it is not usually the role of the funding body to inform members of concerns
about their organisation. This responsibility is with the Board.

31. It is too early to assess the financial management skills of the new Boayd However
even if the new Board of Directors is competent the current level
precludes any viable trading out strategy.

32. The Board has not disputed the finding of serious financial mismana
33. AICCA has agreed that the debt is $485,000 as stated in
November 1998.
34. The fact that AICCA owes wages to its employees is
35. AICCA acknowledges that there has been finan
Malezer's letter of 9 November 1998.

36. Between 8 May 1998 and 12 October

37. The Minister for Family and Com
this in Ms Kaye Whitta’s letter

purchased or leased to maintai

give the debts owed to ATSIC ($12,000) and
ommission (QCSC) ($53,000). In relation to

of.assistance/would not be offered to other organisations experiencing similar
iculties, and

His action would not be viewed favourably by the broader community sector, and
such action would set a precedent for the community sector in general.

40. In relation to other assets;




e Any benefits from the sale of existing Woolloongabba premises as suggested in the
Drake and Murphy report would be offset by the need to meet rental costs probably
at commercial rates. The Aboriginal and Torres Strait Islander Commission holds a
caveat over this building and the Board of Directors has not indicated or
demonstrated that this Commission would be willing to sell the premises to pay off a
proportion of the debt.

e AICCA had free and unencumbered assets of approximately $53, as at 30 June
1997. Even if these assets were sold the debt would not be s
and AICCA would have to replace these assets to maintain

furniture and fittings.

41. As the Commonwealth Department of Family and Communj
Commonwealth funding from AICCA the full debt would need
grants. On a two year basis, this would equate to a repayment-c
year or about 57% of the Department’s annual funding allocation.
without seriously reducing the level of service delive

42. Even if the decision by the Commonwealth to defund wa

43. Any new sponsor of the Child Care Centre wou ble to assume responsibility
F &y have located a new sponsor.

44, The new Board has not provided a credible cost feduction strategy to address the debt

45. The new Board has not demg ite Y XICCA is able to meet debts as they fall due.

46. The Board’s proposal t itin ding would mean that the full debt would need to be

Reasons for the Decisio

47. | am not satis at AICCA is able to meet its debts as they fall due.

48. The amiotnt of the owed by AICCA of at least $485,000 cannot be repaid using
the incéme.currently received by AICCA without affecting the level of service delivery to

3 ccountable officer for the Department of Families, Youth and Community Care
sancial Administration and Audit Act 1977 | have responsibility under
36 of that act to ensure that as far as is possible having regard to the limits of
sower and control reasonable value is obtained for moneys expended. | am not
satisfied that AICCA can provide reasonable value for the money granted to it to the
extent that its debts impose a burden on the operation of the agency which is likely to
adversely affect its ability to provide a consistent level of service to clients of the agency.
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50. Section 36 of the Financial Administration and Audit Act 1977 also imposes upon me as

51.

Dated this 23rd day of November 1998

Ken Smith
Director-General

the accountable officer for the Department a responsibility to manage the department
efficiently effectively and economically and to avoid waste. | do not believe that it is
reasonable to continue to make further payments of departmental grants to AICCA as
there is an unacceptable risk that some of the money paid may be used to pay the debts
of the agency rather than to provide the services for which the grants argymade. In the
circumstances it would be more effective to make the grants to another organisation
which is not suffering from the financial hardship of AICCA and h
Commonwealth for a similar purpose.

As the Commonwealth has withdrawn recurrent funding of um to

debt of AICCA and the failure of the new Board of Directors
reduction strategy to enable repayment of the debt whilst maintaini

involved in making further payments of department
unacceptable risks are firstly the potential for reduction
the loss of some grant money in the not u
operate due to the consequences of its heavy,
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26 November 1998

‘Mr Ken Jurotte

'Chief Executive Officer

. Aboriginal and Torres Strait Islanders
.‘Corporation (QEA) for Legal Services

PO Box 35

ROMA STREET

BRISBANE QLD 4003

 Dear Mr Jurotte, i
7‘3(2) W

Depaftment of Family and Community Services
unity Care have decided to withdraw funds
ber 1998, In relation to the Commonwealth

demswn, thls 18 subjcct to Do ome isterial approval.
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- John Dalgleish - Kaye Whitta
. Regional Director Regional Manager
"'B’i‘isbaﬁe South Region Commonwealth Child Care Program
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DUUS PTY LTD, Trading as
A.CN. 011 047 046
Ross Duus, F.C.A., C.F.E., B.Com.

Institute of Chartered Accountants in Australia
Insolvency Practitioners Association of Australia
Association of Certified Fraud Examiners
Official Liquidator

Registered Trustee in Bankruptcy

RAD:DB:ABISCH2

8 February 1999

Mr Tim Carberry
Acting Senior Legal Officer

GPO Box 806
BRISBANE Q 4001

DUUS & CO.

CHARTERED ACCOUNTANTS

* BRISBANE

Level 5 Waterfront Place 1 Eagle St., Brisbane 4000

GPO Box 7860 WATERFRONT PLACE, BRISBANE 4001

E-mail; ross.duus@au.eyi.com Fax: (07) 3877 4425 Phone: 3877 4401

+* GOLD COAST

E-Mail: rossduus@OntheNet.com.au  Mobile: 018 732004 Phone/Fax: (07) 5596 5094

Department of Families, Youth and Community Care %
Dear Mr Carberry @
RE AGEN NC

ABORIGINAL & ISLANDER CHILD CA

(IN LIQUIDATION) - “AICCA” % Y
/N






