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Minutes

Monday 29 May 2006
Free ECE Sector Advisory Group

General Comments

Tax deductibility (GST etc)
o Donation for profit not tax deductible
o Advice from IRD has been mixed

o Clarification needed
o New area for non-profit centres @

e Mediarelease

o Services can charcre 15 20 hours if over 6l y o
Withheld updef se {2) )(I}

e Chris Gibbons to check recording of d
(minutes from previous meetngs) Rk

e MSD
o Consider age — turning i es with MoE.
o Free ECE at mul s ne S N fo we deal with this

dociesne, : @ § birthday overwise overpayments.
Rbe u‘.: i 2opte’getting both Free and WINZ, maybe

.....

hsibility for helping parents understand about
eligibility for CCS.

@ual providcrs least of the issues.

- b 1dy contradiction in terms. Confusing with Childcare Subsidy.

- standard, funded, non-free, base

e  Where is check that not over licence for particular day?

o Flag in funding system

e Validation — best idea no childplaces x no hours open — hugely different to 6 hours
day.

¢ Validate under 2s, can’t validate 2 and over.

e Shouldn’t claim free Monday/Tuesday b/c child couldn’t have accurnulated
enough, but system won’t block????

¢ Another column with numbers of 3 and 4 year olds on that day?

¢ No b/c if longer sessions throws it out



! SECTOR ADVISORY GROUP
|- MINUTES - 26% & 30% May

' Standard of Provision

Paragraph 3: Same standard for all ages: _
- » Confusing for parents i.e. ratios are different for U2 and O2
s Aswritten suggests that services can not change the standard of prov@eeds claﬁﬁ@f
this is the intent. 5

Paragraph 5: Parents can expect opportunities to participate in decisio
e Services currently publish their fees and these are not negoti

- » Inreality this is 2 communication process. We info
their input into decisions. Must not give parents the

J decision making at private services.
s Stress the need for dialogue and remove co i)

Paragraph 6: meet regulatory requirements .. i g n iy
____* This may be untrue in high cost arcas,ihqr can not gﬁte;
. Paragraph 10: services can get more goveggen\@dmo for . ey

e Gives the impression governme; higher quajify
teacher registration only fun

P (> .

Fees, Donations and Optmna} Cﬁgﬁr\\/ 2 (}A\\U/J ]

Optronai Charges — enforcent
e Services can not r. - ment

somewhere else

e Ifthis is a cefapromgise/position.jt will be effective.
e Jb_ g/and chaa%mds. Difficult for services and therefore needs to be fime

Parents

[ boun -
; Opnopal Lh%x@\’ ich co 2
I e Truly opt g8 meals or music lessons would probably be manageable however

| - some extras are pEOR '_ ale.g. staffing. -
|+ Embedded e XtZa ¢ “ tymust be recovered through fees!

| For some sg js important to standardise e.g. if we provide food, all children must
particip an not have some children bringing lunch boxes with potentially junk food
i Levies through services {' for assoc'a’non) must not be caught by this policy. Ministry

Opuonal Charges — getting acceptance:
e At July services will have to negotiate with parents.
* Not practical to debate fees with individual parents.
» Biggest probiem is getting parents to pay if they will get the higher standard of service anyway.
e There is no motivation for parents to agree to optional charges.
Communications and publicity will focus on free, anything above zero charges will be looked at
L with suspicion.




Optional Charges ~ managing income against costs:

» Services can only budget on a percentage of parents paying.

o Kindergarten experience with donations; if treated as an expected charge and through pressure and
reminders up to 80% pay. If treated as purely voluntary only 50% pay.

e Sector has no experience with donations, therefore, will be running blind. Could not predict parent
behaviour.

o High cost services may not remain viable e.g. Queen street services

o This will be a very difficult business model to sell to a bank e.g.
expansion/upgrade finance.

s It is not business like to run a business on the basis of receivi me at the whl :

e Practical outcome will be increased fees for 2 and undm 1d nor free hot
parents to cross subsidise other parents

| Ontloml Charges — Impact on quality:

If sufficient numbers of parents do not buy in tb

Optlona arges — How can Ministry help
e Optional charges better than nothing.

e Name change would help by making th

“family payment”. Even with a

e Current public perception is
is nothing out there sayin

cost or :gh : 1 y services will still need to charge.

Paragraph 26:

. l'l{ on what happens if optional ‘m‘g‘es .

parenr that ¢ '
e Conseque that services do not offcr free or that services go in and out of free as cost
structur;i

Paragraph 26 thar are not required by regulation:
¢ _Includingn/exception is confusing and shouid be left out.

Paragraph 27:
» Need to be time bound to protect service e.g. “for lonc as enrolled” or “until reviewed™.

i Paragraph 37 —39: Invoices:

« __Use of invoices supgests that donations or optional charges must be paid.

General:
@ Need to clarify GST and tax position on deductibility of donations.
¢ Need to get an IRD determination on optional charges deductibility.
e A lotdepends on the free rate. A favourable rate may make this workable for most services,




" however, what ever rules or policy that is set must be future proofed in case the attractiveness of
* the rate reduces over time. Precedent exists with the 1991 reduction in the U2 rate.

Actions

Ministry to consider providing Advisory Group with high, average and low service cost
ranges. Use of these not defined but initial responses was that these would be

unhelpful.




Fees, Denations, and Optional Charges Rationale

1. Rules about the types of charges ECE services may and may not make is a
mechanism for ensuring that parents experience Free ECE as free, and also for
ensuring Free ECE is attractive to services.

1

It 15 also about enabling parents need to continue to be able to choose ECE
services that provide above the regulatory standard if they wish; and providing

services with the flexibility to be able to offer Free ECE whilp>continuing to
provide what they want to provide (according to what the want). Q
2 N\
(a) FEES Q )
Rules % :,;
3. ECE services must not charge fees for a% claimed CE
funding, Q

Definitions ®
4, : gc@ require; Nu of enrolment, or is

: : w@ &I: Fation to pay and there may be

Xud keep a policy on fees, that details (among other things) _
e, what hours/age groups these apply to, what the process is for
e fees, and what the rules are about non-payment and debt

time of enrolment, and at any time that changes are made fo it.

9.  ECE services should give parents the opportunity to contribute to the
development and review of the fees policy.

10. ECE services may charge fees for hours not claimed for Free ECE funding (for
3 and 4 year olds) and for children aged under 3, and children aged 5 years.



(c) OPTIONAL CHARGES

Rules
24. ECE services may make optional charges.
25. Optional charges must apply to a specific purpose.
26. When optional charges apply to hours claimed for Free EC@:@ 4 year
olds, the charges can only be applied to: &
26.1. aspects that are not required by regulation (ex

ratios who are ECE qualified and registered fk én
regulation’). For example:

26.1.1. above ratio staff; or
26.1.2. specific teaching resopdse
26.1.3. excursions, e.g.

26.2. aspects that parents ma

2 gitf;ms le sunhats;
AN
a th

26y d.
21, ust be i agreeing to the payment is non-compulsory, but

% ce they x en the ECE service may enforce payment..

28. e agree e able to be changed by either party. As part of the
agre n parents and ECE services, the rules about making changes
to t must be made clear.

¥ *
; +-.= optional charge is a payment for a specific purpose (that maybe one-off or
ongoing) that parents may choose whether or not to make without penalty, but
once an agreement to pay has been reached then ECE services may enforce

payment.

30. Non-compulsory means voluntary, which means there is no obligation to
contribute and no enforcement of payment.

! This is because government funding is provided to fund these costs within funding rates for Free
ECE. .



