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LIST OF RECOMMENDATIONS 

We recommend that: 

1. The Union call tenders, without delay, for the publication, printing and distribution 

of the Health Standard. The Union could call tenders selectively, and in doing so 

could exclude Communigraphix (or any business associated with the Gillelands or 

either of them) from the process. That may be justified. The question is one for 

the Union to decide. [2.19] 

2. All dealings with suppliers, including for printing, promotional goods and 

clothing, be in the future on the basis of the satisfactory system for procurement 

dealt with in [9.12], at a minimum. Whether or not it continues to deal with 

Access Focus is for the Union to decide. [3.11] 

3. The Union take steps to regularise the contractual situation between itself and the 

supplier to it of IT services. When and if practicable, tenders should be called for 

the provision to the Union of such services. At the very least, the Union should 

ensure that a contract is entered into between itself and its IT supplier, whether 
I 

that be United Edge or some other business. [4.18] 

4. The Union formulate, document and adopt procedures to be followed in 

recruiting and promoting staff, with insistence on merit selection being the 

central requirement. As a matter of documented policy, recruitment of family 

members should be prohibited or at least discouraged. [6.8] 

5. The Union resolve, as soon as is practicable, that the annual accounts of HSUeast 

be prepared in accmdance with all relevant Australian Accounting Standards, 

including but not limited to AASB124. That should apply to all annual accounts 

henceforth. If the accounts to 30 September 2011 have not yet been formally 

signed off, they should be covered by any such resolution. [7.30] 

6. The Union consider a change to Union rules and employment contracts 

precluding employees from taking any position outside the Union except by 
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7. 

8. 

pe.rmission of Union Council. Fw:ther, that it consider a change in the Union 

rules requiring that any income derived by any employee from any outside 

position be paid to the Union. [8.9] 

The Union review its superannuation obligations, with particular reference to its 

defined benefits schemes. [8.1 OJ 

The Union introduce controls on its procw:ement practices, as follows: 

0 

• 

• 

• 

• 

• 

.. 

obtain at least two prices before ordering any goods or services; 

establish a formal process and documentation for the calling of tenders or 

expressions of interest. 

ensure that formal tenders or expressions of interest are called for the 

supply of goods or services or both where the likely annual expenditure 

exceeds .$200,000 (or such othe.r amount as the Union determines to be 

appropriate); 

in such cases, do this regularly and in any case at least each 3 years; 

place orders in writing, and retain order forms; 

keep a written record of goods actually received, and setvices actually 

provided, and any shortcomings; 

check invoices against ordets, and the records last mentioned, as part of 

the payment approval process; 

formalise authorisation/payment processes, and incorporate requirements 

as to appropriate levels of seniority and segregation of duties/ 

responsibility; 
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9. 

10. 

11. 

12. 

13. 

• compare actual levels and timing of expenditure throughout the year with 

those of the organisation's approved budget and cash forecasts; and 

• requite discretionary and semi-discretionary expenditure to have the 

reason for expenditure noted contemporaneously, in a manner adequate 

for the approval process to determine appropriateness. [9.12] 

The Union call tenders for auditing services, consistently with [9.12], as soon as is 

practicable. [9.22] 

Union Council comprise: 

(a) not more than 12 directors, the number to be decided by the Union, 

(b) of whom one only, the Genel'lll Secretary, be a paid employee of the 

Union, and 

(c) that the Council elect from its number 3 other officeholders, namely, the 

President who will preside at all Union Council meetings and 

Conventions, a Vice President who shall so preside if the President is 

absent, and a Treasurer who will have responsibility for property and 

finances, for bririging forward an annual budget and cash forecast, for 

supervising preparation of periodic and annual financial statements, for 

dealing with the Union's auditors, and will convene and preside over 

meetings of the Audit and Compliance Committee. [1 0.15] 

Rule 17 (d) be dispensed with in its entirety. [10.16] 

Union elections be advertised both early and widely within the Union. [10.18] 

Casual vacancies be advertised widely within the Union at least in any two out of 

three of the Union Journal, the Union newsletter and the weekly television 

program, members be encouraged to put their names forward with biographical 

and other information, and a Union Council vote then be held. [1 0.18] 
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14. 

15. 

The Audit and Compliance Committee be reconstituted to comprise 5 members, 

one of whom .is the Treasurer, the balance to be chosen by Union Council, not 

the Genetal Secretary or the President. That Committee to have responsibilities 

including approval of budget and cash forecasts, close examination of regular -

monthly or quartetly - fmancial statements, and protection of the money and 

assets of the Union. [10.21] 

The Union undettake a comprehensive review of its internal controls, with a view 

to enhancement as necessary consistent with this report. [10.28] 
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CHAPTER 1- THE INQUIRY 

Union Resolution 

1.1 

1.2 

HSUeast is an industrial union registered under the Industrial Relations Act 1996 

(NSJ%7). The Health Services Union, which is registered under the Fair Work 

(Registerr:d Organisations) Act 2009 (Cth) has several branches, the largest of which is 

HSU East Branch. It came into existence in May 2010 when two Victorian 

Branches, No. 1 and No. 3, merged with the New South Wales Branch of the 

Federal Union. The State Union and the Federal Branch enjoy common 

membership, totalling in excess of 50,000 people, working in the hospital, health 

and aged care industries. 

The governing body of HSUeast is the Union Council. What follows is taken 

from the minutes of a Council meeting on 22 September 2011: 

'Union Council notes that the General Secretary has been suijected to 
allegations in the media which have now been rr:flrred to the NSW Police. 

Union Council determines that the assistance of appropriate independent 
experts be sought by the f!lnion to ensurr: that the members' interr:sts arr: 
protected by investigating these matters proper!J and transparent!J. 

Resolution: 

Moved P. Mylan -J. Fit!{!Oy that Union Council rr:so/ves to rr:quest that the 
President of the Bar Association ofNeJv South Wales select an Independent 
Panel of Experts to rr:view and investigate the following matters: . 

• 

• 

• 

• 

The adequacy of governance arrangements and businm practices of 
the HSUeast including those associated with tenders, recruztment 
and expendzturr:. 

Access to .financial and busit1ess related il!formation for HSUeast 
members to etmlre the appropriate level of transparency and scrutiny. 

The policies and procedures and the potential for conflicts of interr:sf. 
for HSUeast Officers, or staff holding Dirr:ctorships on Boards or 
shares/ ownership in external companies particular!J in companies 
which are also suppliers of goods and services to the HSUeast. 

Policies around the use ofHSUeast and coporate credit cards . 
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• Other matters as determined appropriate i?J the Independent PaneL 

The Independent Panel shall consist of ttot less than 3 persons. At least one 
shall be a chartered accountant with no less than 10 years experience. At 
least one shall be a legal practitioner with experience of industrial 
organisations and 1vith no less than 10 years experience and one shall have 
experience in matters relating to the govemance of ot;ganisations. 

The reasonable remuneration of the Independent Panel members shall be met 
i?J the Union and the fttdependent Panel shalf report to Union Council. 

Noting that a police investigation is undenvqy in relation to matters 
potentialfy •~levant to the Govemance Review, Union Council also notes that 
the work of the Independent Panel should be conducted at all times so as not 
to pr:Judice the Police Investigation. 

In ·the interests of the members, the Union and having regard to the 
establishment of the Independent Panel, the General Secretary has decided to 
step aside from his duties and take a leave of absence. Council notes the 
decision of the General Secretary and approves the request for a leave of 
absence and notes that the General Secretary will utilise his mvn leave 
entitlements whilst absent .from his position. 

That the Deputy Gmeral Secretary Peter My/an is appointed to act as 
GeneralS ecretary. 

Divisional Secretary Gerard Hqyes is di?<cted to liaise with the Union 
members and the media in his continued capacity as a member of the 
Representative Borfy. 

Motion put and carried unanimousfy. " 

Appointment of Panel 

1.3 On 27 September 2011, the solicitors for HSUeast wrote to Mr. B. Coles QC, 

President of the NSW Bar Association, to request that he appoint panel 

members. That was done by letter of 4 October 2011. One of those nominated 

decided that she could not find the time to do what was likely to be a big job, and 

declined to participate. Union Council on 4 November 2011 decided that the 

investigation could and should be conducted by the other two nominated by the 

Bar Association President. They are, in order of nomination: 

• Ian Temby QC, Barrister 

• Dennis Robertson, Chartered Accountant 
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1.4 

1.5 

Short pwfessional biographies of both men are to found in Appendix 1. 

This is theh repo!t. Temby had principal responsibility for Chapters 1 to 3, and 5 

to 8, and Robertson for the balance of the report. They take joint responsibility 

for the report: hence the frequent use of ')ve" from now on. 

In what follows people are generally mentioned by surname only, without a 

preceding ''Mr." or ''Ms.': This is . done in the interests of consistency and 

economy: no discou!tesy is intended. 

Some Key People 

1.6 

1.7 

1.8 

1.9 

Craig Thomson MHR is the Federal member for Dobell on the NSW Central 

Coast. He was formerly the National Secretary of the Federal Union. Many see 

him as a protege of Michael Williamson, who has for a long time been the 

General Secretary of HSUeast, and its predecessor. 

Williamson said this about himself in the 2010 HSU Annual Convention booklet: 

"1 am the President o/ the Federal ALP, a member o/ ALP Industrial 
Committee, Executive member o/ the ACTU, vtce President o/ Unions 
NSW, Vice Presidmt o/ ALP NSW Branch, Trustee on First State 
S upet; Director UE Pry. Ltd, Director IPO Pry. Ltd, Member of the 
Australia Dqy Council and Unions NSW Finance Committee. " 

Kathy Jackson is the National Secretary of the Federal Union, and the Executive 

President of HSUeast. 

Allegations were first made against Thomson, centred upon alleged misuse of a 

Union credit card. They were referred to, he would say ad nauseam, in certain 

newspapers and in Federal Parliament. After a while allegations began to be made 

against others, most notably Williamson. Jackson is the main source of the 

allegations against both men. 
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1.10 If media reports are to be given credence, there are complex and shifting 

relationships between individuals and factions involved in union and ALP 

politics, in and around the HSU. We have not entered this territory, fearing it 

may prove to be a Balkan bog out of which there is no escape. 

The Allegations 

1.11 The resolution of Union Council refers to allegations in the media against the 

General Secretary, and that assistance is sought to ensure that the members' 

interests are protected by investigating these matters - which we take to mean the 

allegations - properly and transparently. 

1.12 Accordingly, it is allegations against Williamson, not other people, which form 

the basis of the Inquiry. We note in passing that certain allegations have been 

made against others, including Jackson. To the extent we have looked into the 

conduct of others, it is because they are said to have been involved in alleged 

m.isconduct by Williamson. The allegations examined range from inappropriate 

conduct to, the suggestion is, criminal m.isconduct. Having said that, we are not 

empowered to reach conclusions as to whether or what crimes have ox m.ight 
I 

have been committed. Under Australian law, that is the exclusive prerogative of a 

Court duly constituted, which in relation to serious allegations would involve trial 

by jury. 

1.13 The allegations, drawn largely from media reports but clarified somewhat by a 

conference with Jackson and a letter with enclosures which she sent to the NSW 

Police on 12 September 2011, are now set out under convenient headings. 

Communigraphix 

• The amounts charged by Communigraphix for producing ''B.ealth Standard': a 

journal which goes out to members, are said to be well in excess of market rates. 

• Communigraphix is alleged to have provided Williamson (and we note Thomson) 

with Amex cards which were used for personal benefit. 
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Access Focus 

It is alleged that large amounts, including $100,000 in about November 2009, 

were paid to Access Focus for no or unknown work. 

United Edge 

.. 

• 

• 

It is said that United Edge, which provides IT services to the Union, charges 

excessive amounts for doing so. 

It is further alleged that United Edge won the IT contract without tenders being 

called. 

It is alleged that United Edge works out of the Union's premises in Pitt Street, 

Sydney, and pays no rent. 

All this is said to have been facilitated by Williamson, who is a director of United 

Edge. 

It is alleged a Victorian IT. company was being paid $15,000 per month to 

maintain a membership m~nagement system, while United Edge was submitting 

bills for the same set-vice. 

Mah-Chut Architects 

• It is alleged that the Union's architects were employed on Union money to do 

work on Williamson's holiday home at Lake Macquarie. 

Nepotism/ Crol!)lism 

It is said that the Union employs a number of Williamson's family and friends, 

the implicit allegation being that he bas looked after them at the Union's expense. 
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It is alleged that Williamson's son Christopher uses a Union property for his own 

purposes. 

Williamson's wife is said to be on the Union payroll, on some covert basis . 

Excessive Benefits 

• It is alleged that Williamson has a number of well-remunerated positions, 

obtained by reason of his long se1vice as General Secretary of the Union, and he 

takes the monies involved for himself rather than using them for the benefit of 

the Union. 

Limitations on Inquiry 

1.14 Having been appointed by resolution of Union Council, we had no statut01y 

powers. We could not, as Police can, obtain search warrants. We could not, as 

can a Special Commission oflnquiry, summon witnesses or oblige them to swear 

or affirm that they would tell us the truth. Indeed we could not make anybody 

talk to us, and as will appear, some key people declined to do so. In the 
I 

circumstances it is unsurprising that in some respects we have been unable to 

draw final concl?sions. We have in those respects recorded what we discovered, 

from which the intended recipients of this report - the members of Union 

Council - may choose to draw their own inferences, and decide what further 

action if any is called for. 

1.15 Parts of the report, in draft form, were sent out to Williamson and to some 

others who were adversely affected by those parts. Such responses as were 

received were taken into account by us, and some changes made. 

1.16 We have been largely reliant on the Union to provide us with information and 

documents. The individual chiefly involved was Peter Mylan, the Acting General 

Secretary. Of necessity, we have had to work with the material provided to us. 
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1.17 We regret not having completed the report earlier than this. There were three 

main reasons. The Union often gave us information and documents slowly, and 

sometimes partially, so we had to chase them up. We also had to wait for 

responses from some individuals. And Chapter 7 had to be completely rewritten 

more than once because we did not well appreciate all the consequences of there 

being two distinct, although related, legal entities - see (1.1] above. 

1.18 This report was written to be read by members of Union Council, on the basis 

they must decide what to do with, and in consequence of, the report. It is not a 

public document. 

1.19 Since the report was largely written, an administrator - Hon. Michael Moore - has 

been appointed by the Federal Court to HSUeast, and also to the HSUeast 

Branch. That happened on 8 June 2012. In consequence, we will now be 

reporting to him, not Union Council. That is in one sense a pity: it would have 

been instructive for Council members, and indeed Union members generally, to 

have our report. We express the hope that the administrator will take forceful 

steps, in a timely fashion, to flx the more grave defects in the Union, and hand it 

back to the members in a better state than it now is. 
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CHAPTER 2- COMMUNIGRAPHIX 

2.1 Conununigraphix Pty. Limited is an Australian limited liability company which 

was registered on 22 March 1996. Its· directors from that date have been John 

Gilleland of 909 Batrenjoey Road, Palm Beach and Carron Gilleland of the same 

address. They are the only shareholders in the company, each holding 50 

$1.00 shares. 

The Journal 

2.2 

2.3 

2.4 

According to Union records, the total amount paid (excluding GST) to 

Communigraphix in the period from 2 March 2007 to 26 September 2011 was in 

excess of $3.12M, on average a little over $690,000 per annum, paid with respect 

to: 

The Health StandaniJourna1 
HSU History Project 
Other 

$2,377,193.08 
$195,300.50 
$555,470.23 

$3,127,963.81 

What did Conununigraphix do for this? Most of the money went towards 

publication of the Union Journal, which is sent out to each member a number of 

times- formerly 11, now 6- each year. Conununigraphix has done the work for 

many years. It is supplied with copy and photographs, and attends to some 

editorial and all layout functions, and the printing and postage of the Journal. The 

cost of each issue, excluding GST, went from $45,185.20 from March 2007 to 

$47,869 from August 2009, and then to $87,149 from October 2010. The earlier 

figures were for 11 per annum, and the last was for 6 ~arger) issues each year. 

Mylan told us that so far as he knew, tenders have never been called: indeed that 

the cost of publication of the journal had never been competitively tested in any 

way. However, according to minutes provided to us by Jackson, the earlier of 

which was marked as a draft, at HSUeast Executive Committee teleconferences 

held on 25 August 2010: 

14 



2.5 

'VNION JOURNAL 

The General Secretary advised that it JMJ his intention to advise Union 
Council that the production of the Union's journal, Health Standard should 
now be onjy 6 editions per annum. He advised that the reason for this 
decision was based on the fact that the number of pages in the journal would 
have to be increased to allow for information regarding our Victon'att 
members and if we continue to produce the journal 11 times a year as tve 
cumntjy do would lead to the total cost of production and mailing of the 
jortrnal to approximatelY $1. 1M per annum. 

The General Secretary advised that he was of the view that it tv as now 
appropn'ate to seek expressions of interest from a number of Organisations to 
ascertain the best pn'ce for the production of a new 48 page journal on a 6 
issue per annum disttibutiott. 

The General Secretary is further of the view that an independent consultant 
should be sought to seek the expressions of interest. " 

and on 17 September 2010: 

"HEALTH STANDARD CONTRACT 

On 25 August 2010, the Executive Committee received a Report regarding 
the contract for the Health Standard The Health Standard is n01v to be 6 
issues per year and a Consuftant was engaged to seek Expressions of Interest 
to suppjy the maga'(jne. 

Four EO I's 1vere received and the cumnt provider, Communigraphix, 
provided the cheapest quote. The General Secretary noted that 
Communigraphix has provided an excellmt service to HSU NSW 

RESOLUTION 

Moved K. Seymour/C. Glen that the EO! from Communigraphix Pty. 
Ltd. be accepted Further, the General Secretary is requested itt light of this 
resolution to now contact the Union's lmryers requesting that they draw up a 
5year contract bettveen Communigraphix and HSU East. 

Motion put and carried " 

On 22 February last we sought from Mylan the name of the consultant, his or her 

report, the four expressions of .interest, the contract between Communigraphix 

and the Union, and all other relevant documents. Neatly 6 weeks later, by email 

dated 3 April, Mylan told us: 
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2.6 

2.7 

"e I am unaware tvho the appoillted consultant was. 

The report n~.forred to in the minutes .from n~col/ection was a verbal repott. 

I am unaware as to tvhm a1!JI copies o/ the expression tifinterest are. 

A contract has not been ente111d into. " 

It is regrettable that, so far as anybody now at the Union could tell us, the cost of 

publication of the Journal has not been competitively tested at any time. Tenders 

were never called. 

In order to ftnd out whether the amounts charged by Communigraphix for 

producing the journal were excessive- see (1.13] above -Robertson sent MyJan 

art email on 13 February 2012 which relevantly read: 

"1. As part o/ our review tif controls/ governance we wish to obtain 
comparable pricing in respect o/ the journal, health standard'; supplied to 
HSUeast i?J' Communigraphix Pry Ltd. 

2. To obtain a comparable price comparison, we need details o/ the specific 
services provided i?J' Communigraphix 

In the provision tif the journal Could you please provide me ~Pith a detailed 
list tif the services provided' i?J Commmtigraphix i1z the provision tif the 
journal. 

3. The detailed list should include details , inter alia, tif script twiting , 
editing, photograpi?J,, collation, coordination, number o/ copies, delivery mode 
etc (t. e adequate detail for a supplier ,to provide a comparable quote) 

4. The pre GST cost appears to be $81149.00 per issue (that was the 
invoiced price for each o/ the last 3 issues in 20 11) & zt is that service we are 
desirous o/ having a comparable price quote. 

5. If there are a'!)l specification documents contract etc that will assist this 
process we would appreciate those as tvel!. 

6. It may be (as The HSU is obviously a valued customer of 
Communigraphix) that Communigraphix may be tvil!ing to assist you in 
listing the processes involved in produdng the journal. 

7. This journal cost is a material amount tif union expenditure & 
accorditzgfy zt is relevant to controls & governance matters. 

16 



2.8 

Thank yotl for your assistance in this matter. Please do not hesitate to call me 
should yott 1vi.rh to discuss a'!)! aspects if this request or the information you 
are to provide. " 

It is worth setting out Mylan's response, dated 7 March 2012, in full: 

"I provide you with the following in response to your email to me concerning 
the abovementioned matter if 13'h Febmary, 2012. 

Over time and due to the current questions surrounding the Health Standard 
I have considered a number if foctors relating to the production, design and 
printing i!f the Health Standard. 

The production o/ the Health S ta11dard i.r a unique process unlike that if the 
producl!'on if a standard magarjne and as a consequence trying to compare its 
producl!'on 1vith a standard magarjne is not just a simple exercise if 
comparing apples' with apples'. 

For example consider the foll01ving: 

if we were to compare the producl!'otJ and pni;ting if the magarjne with a 
printer that iffers a design studio (which most lat;ge print firms do) the 
following would most likefy occur; 

Firstfy tbe copy supplied l:y us would need to be supplied as a completed 
document. Our 'Job" would need to be booked into the 'Job file" '!{the design 
studio. When our jobs naches the top if the li.rt the design studio would 
allocate a certain amount if time to ~ompile the magarjne. The completed 
magarjne would be sent to us for approvaL Should amendments be required, 
we would then be chat;ged a foe for each amendment. On complel!'on if those 
amendments the magarjne would be again nturned to us for final approvaL 
After final approval.another press proi!f 1vould be sent to us for approval yet 
again. Whilst this is occurn'ng our 'Job" would be booked into the print 
schedule to be printed. Should, due to unforeseen circumstances we were to 
miss our slot in the ptint schedule (due to amendments etc) we would then be 
placed back into the queue to be re-scheduled for print a later !!'me. Thi.r 
would then cause a delqy in dispatching the magarjne. The knock on tffect to 
this i.r our allotted booking in the mail house's schedule is then affected as 
well,fitrther delaying the distribution i!fthe magarjne. On top '!{this (due to 
the sir! if the print mtz) some printers will insist on a press check. A press 
check i.r where we 1vould have to pi?Jsicalfy look at the 'Job" on the printing 
press prior to them pushing the 'J;rint button': Another inconvenience for tts. 
As it cummtfy stands with our long and successful working relationship with 
Communigmphix most if the steps above do not occur. 

For example; unlike a "standard design studio" we at• not penalised for 
amendments. As is very commotJ we make amendments to several pages after 
the final sign off, (ivhere a breaking story needs to be included). This would 
not occur with a design studio 2vithout incurring a penal!Y or it would not 
occur at aiL Also to be considered is the design studio would have to have a 
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2.9 

designer Jvork late into the night or across a JVeekend to ensure completion. 
Again delaying the distribution of the maga:jne ·and adding to the cost. 

Additionaljy, JVhen our journalist (a times) over JVrites and supplies too much 
copy Communigraphix have years of corporate knoJVIedge that enables them 
to edit the story to fit the space. A design house JVould not. We can also 
suppfy copy as it is completed, (usualfy over several1veeks), this provides us 
JVith an indication of hoJV much space (pages) remain for us to use. This 
1vould not ocCJtr JVith a design house). Communigraphix also liaise 1vith 
advertisers for copy to go into the maga:jne. Something a design house IJJould 
not do. Communigraphix also sout-ce photograpf?y and design elemmts for the 
magazjne. A des£gn house lvould tzot. 

Communigraphix also have forged strong 1vorking relationships JVith a 
printing firm and mail house. As a consequence of these relationships the 
Health Standard does not "sit in a printing or mail house queue" like it 
JVould 1vith most printers and mail houses. We have ptioli!J tvith both the 
ptinter and mail house. It's the variables in the completion of the Health 
Standard that make these tdationships Communigraphix have vital for of 
the timejy distribution of the maga:jne. 

As can been seen it realfy is impossible to sitnpfy compmw a nm of the mill 
design house and printing firm to that of the expertise and jlexibili!J that 
Commrmigraphix provide to the union. 

I trust this gives you an understanding of process and the services provided f?y 
Communigraphix. " 

Two comments must be made. The fust is that this was a completely useless 

response to the request for information. It did not advance at all the process of 

market testing the charges imposed by Communigraphix. Secondly, the response 

was just the sort of rationalisation which is often put forward to justify a long­

standing relationship with a supplier which has not been tested against the 

market. 

2.10 There is nothing very special about the Journal. It looks like, but is perhaps a bit 

better than, many others which are put out by associations of all sorts. The idea 

that Cotrununigraphix was uniquely qualified to produce and distribute it, and 

nobody else could do a like job - we take it this is what Mylan was suggesting - is 

wholly unconvincing. 
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2.11 For want of information we are unable to say with confidence whether or not the 

amounts charged to HSUeast for production and distribution of the J oumal have 

been excessive. 

2.12 As to the history project, on which nearly $200,000 was spent in 4.5 years to 

September last, we note the invoices are vet-y general, e.g. 'To Research HSU history 

to date'~ with no details as to what work was done, by whom, or how many hours 

were worked. Other invoices similarly lack detail .. The invoice rendered on 1 

January 2009 (no. 08-1645) claims $16,000 for "HSU Project Redevelopment. Work in 

progress to date'~ There are no contracts relating to either the history project or 

other work Despite requests to the Union we saw no product relating to the 

history project until 29 June, and what we saw then did not assist us in assessing 

the value 0 f the work done. 

Credit Cards 

2.13 According to an article pubjished in The Sydnry Morning Herald on 17 November 

2011, Williamson and Thompson: 

I 
". . . a!/egedly received scent commissions from a mqjor supplier to their 
Union. . . . The !Jvo men had previouslY been provided with American 
Express cards !!)! John Gilleland, who runs a graphic design business. The 
credit cards wen issued in the names of Thompson and Williamson but were 
attached to Gil/eland's account. 

At an HSU fonction this year, Gilfe!and's wife, Carron, ptivately 
complaimd to senior Union officials that Williamson had 'nm amok' with 
the credit card. According to one officia~ Carrot; Gilleland said, 'He even 
paid his private school fees ott it' and "this was not part of the deal~ " 

2.14 Temby wrote to John Gilleland on 5 December 2011 in these terms: 

'Mr. D. Robertson, Chartered Accountant, and I have been appointed to 
conduct mz Inquiry on behalf ofHSUeast into allegations against its General 
Secretary, Mr. M. Williamson, who is present!J on leave. We are required to 
examine, amongst other things, procurement policies. I have been provided !!)! . 
the Union with a lafl!,e bundle of invoices issued !!)! your compa1!J!, 
Communigraphix Pty. Limited. Certain queries arise from examination of 
them, and I would greatly appreciate the opportunity of discussing with you 
both the invoices and also, more generalfy, your relationship with the Union 
over the yean. 
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I am 1vriting in the same terms to Ms. C. Gilleland. However, it it 
customary, and I think bes~ if I meet with you separate!J rather than 
together. 

If yott are prepared to meet with me - as the Union desires, at to which see 
below -plcate telephone to fix a muiual!J convenient titJJC". 

The lettex bore an endorsement signed by Mylan on behalf of the Union as 

follows: 

'This co '!firms that HSUeast detires that yott provide the Inquiry 1vith all 
co-operation 

PETERMYLAN 
A/ GeneralS ecretary, HSUeast" 

2.15 A letter in similar terms was sent to Carron Gilleland. After reminder letters were 

sent on 14 December 2011, a letter was received from solicitors dated 19 

December 2011, in these texms: 

'Thank you for your letter addmsed to our clients John Gilleland and 
Carron Gilleland. 

We advise that Mr. Gillelandris in ill health a11d his wift, Carron Gilleland, 
is under considerable stress. 

As you are aware there. have been considerable publications recounting the 
qffoirs of HSUeast and matters associated with it in respect of which our 
clients do not 1vish to 'be involved, given Mr. Gilleland's state of health and 
the stress associated with that. 

We trust the above clarifies our clients' position in respect ofyour request. " 

2.16 Further correspondence did not lead to a change in the position: neither of the 

Gillelands spoke to us. 

2.17 Temby wrote to Williamson, to ask that he make himself available for interview. 

Thtough solicitors, he declined to do so during the currency of a pending police 

investigation. 

2.18 We cannot access the records of American Express, or Communigraphix, or the 

Gillelands. The police can, and presumably have done so or will do so. We 
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cannot reach any conclusion as to whether or not Williamson received and used 

for his private purposes a credit card supplied· to him by a major supplier of 

services to the Union of which he had charge. 

2.19 We recommend that the Union call tenders, without delay, for the publication, 

printing and distribution of the Health Standard. It is for the Union to decide with 

whom it will do business. It could call tenders selectively, and in doing so could 

exclude Communigraphix (or any business associated with the Gillelands or 

either of them) from the process. That may be justified as the Gillelands, despite 

a request for co-operation by the Union, declined to be interviewed. The 

question is one for the Union to decide. 
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CHAPTER 3 -ACCESS FOCUS 

3.1 A vrio Services Pty. Limited, an Australian limited liability company, was 

registered on 22 Apri11996. It changed its name on 11 September 2002 to Access 

Focus Pty. Limited, and on 25 September of the same year to Auric Services Pty. 

Limited. The company, which trades as Access Focus, has two shareholders, each 

of whom holds a $1.00 share: Glen Downing and Michelle Downing. He and 

Alfred Alexander Downing of 7 The Outlook, Bilgola, are directors of the 

company. The lattex, who is generally known as AI£ Downing, is the guiding light 

of the company and the business it conducts. 

3.2 We wexe provided by the Union with a large bundle of invoices and cheque 

requisition documents, which show tl1at Access Focus received a little over 

$4.5M (excluding GS1) from HSUeast during the period from 3 October 2007 to 

30 September 2011. A typical invoice appears below: 

Access Focus 
P.O. Box 946 
ARTARMON 
N.S.W. Australia 1570 

A.B.N. 23 073 709 949 

Bill To: 

HSU 
Level2 
109 Pitt Street 
SYDNEY NSW 2000 

Description 

To provide . 

Tax Invoice 

Invoice #: 00005618 

Date: 26/5/11 

Ship To: 

HSU 
Level2 
109 Pitt Street 
SYDNEY NSW 2000 

2 x 1000 Business Cards Printed & Cello Glazed@ $750.00 each 

Freight: 

Terms: Net 30 Days GST: 

Total Inc GST: 

22 

Amount 

$1,500.00 

$0.00 

$150.00 

$1,650.00 



3.3 

3.4 

3.5 

3.6 

3.7 

It will be noted this invoice contains neither telephone number nor opera_ting 

address. That is true of all the other invoices. Most of them contain little detail 

Perhaps more significantly, the charge for 1,000 business cards shown on the 

invoice was $750 excluding GST. Competitive quotes we obtained were for a 

third as much: 25 cents per card, as opposed to 75 cents per card paid to Access 

Focus. We do not accuse Access Focus of overcharging: if customers will not 

protect themselves by testing the market from time to time, it may be that 

suppliers cannot be blamed for charging whatever they can get away with for 

goods and services provided. We .do say that the amount paid was very much 

higher than necessary. 

Alf Downing agreed to be interviewed. He is a salesman, and likes to talk. Temby 

wrote to him on 5 December last, and he came in two days later. He arranges for 

printing work to be done for the Union, but is not a printer. He also sources, 

genexally from Chioa, and supplies clothiog and promotional goods to the Union: 

everything from business shirts to beanies, from breathalyser kits to bottles for 

water. He also helps with the annual Union convention, and arranges transport 

and delivety of goods both then and at other times. He agreed with the 

suggestion he is a "broker'; and also that he is a 'Mr. Fix-It" for the Union. 
I 

Downing's dealings are largely with Cheryl McMillan. He and she discuss what 

the Union wants, and he gives her a price, which she on behalf of the Union can 

accept or reject. Downing could not recall an occasion when she had tried to 

bargain him down. 

The Union has been doing business in this way with Access Focus for a number 

of years. {t has not sought competitive quotes at any time for any of the goods 

and services which Downing's company supplies. We cannot put a figure on 

what this has cost the Union, but clearly the figure lies in the range from large to 

prodigious. 

We obtained from the Union some items which were the subject of recent 

invoices, and obtained prices for supply. Some details follow. 
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Item Quantity $Unit Ptice $Unit Price 
Access Focus Industry 

5618- Business Cards 1,000 0.75 0.25 
5619 - 3 Colour Pads 500 19.84 6.66 
5531 - Luggage Scales 600 27.50 34.28 
5589- Water Bottles 6,000 6.30 1.72 
5696 - Beanies 5,000 6.50 3.15 
5603 - Embroidered Hats 15,000. 7.50 3.40 
5645 - Printed Pens 10,000 1.35 0.32 
5950- Key Ring Pulls 10,000 1.85 0.73 
5686 - Membership Books 10,000 4.20 1.09 
55 86 - Lanyards 5,000 3.50 1.25 

3.8 

3.9 

Three points should be made. The fu:st is that these invoices covered only a small 

proportion of the total goods provided by Access Focus over the yeats. They 

may be taken to be representative. Secondly, Access Focus seems to have 

sourced luggage scales well, and charged below industl:y prices. Thirdly, we do 

not know whether Access Focus charged more relative to fair average industry 

prices than did other suppliers of goods and set:vices to the Union. 

As to the allegation - see [1.13) above - large amounts were certainly paid to 

Access Focus, including a total of $107,481.60 in three payments in November 
I 

2011. It does provide goods and services to the Union. Steps must be taken to 

ensure that the Union receives fait value for the amounts it pays. At the moment 

it has no real idea, one way or the other. This is, to say the least, unsatisfactory. 

3.10 Procurement practices at the Union are very inadequate. This extends beyond the 

failure to call tenders or obtain competitive quotes. The systems for ensuring that 

goods as ordered have been received, and for approving invoices for payment, 

are ruditnentru:y and open to abuse. This aspect is taken up in Chapter 9. 

3.11 Whether or not it continues to deal with Access Focus is for the Union to decide. 

In any event, we recommend that all dealings with suppliers, including for 

printing, promotional goods and clothing, be in the future on the basis of the 

satisfactory system for procurement dealt with in [9.12), at a minimum. 
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CHAPTER 4- UNITED EDGE 

4.1 

4.2 

4.3 

4.4 

United Edge Pty. Limited is an Australian limited liability company, which was 

registetedcon 11 December 2007. According to ASIC records, its tegisteted office 

and principal place of business ate both at 2/109 Pitt Street, Sydney. That is also 

the address of HSUeast's head office. The ditectors of United Edge fxom the 

outset have been Michael Williamson of 31 Meaghet Avenue, Maroubra, Bruce 

Daniel of 21 Cotswold Road, Dural and Bradley 'Bitd of 1/6 Bolton Street, 

Guildford. Williamson has been the. company secretary since 11 December 2007. 

There are three $1.00 shares issued, and ASIC records show that one share is 

beneficially held by each of Williamson, Daniel and Bitd. 

How did Williamson come to be a ditector of and one third shareholder in a 

major supplier of se1vices to the Union of which he is General Secretary? Has 

there been adequate disclosure of his position? As to this, see Chapter 7. And 

even if there has been, is it appropriate that the present position should prevail? 

Williamson elected not to talk to us, as was his right, and we had to depend upon 

others. Bruce Daniels and Bradley Bitd also elected not to talk to us, 
I 

notwithstanding they were advised by the Union that it would be appreciated if 

they cooperated with our investigation. 

Stephen Pollatd, the President of HSUeast, said when interviewed that at a Union 

Council meeting a numbet of years ago Williamson stated that one or more of 

the pxoprietors of the business which provided IT services to the Union wanted 

out, and those remaining would have difficulty in buying them out. Two or three 

months later at another meeting of Union Council, Williamson reported that he 

was going to become or had become a ditector of the company so that it could 

keep going and continue to provide services to the Union. On neither occasion 

did any discussion ensue, according to Pollard's recollection. His understanding 

since that time has been that Williamson has a proprietary interest in United 

Edge. He said that Bruce Daniels and Brad Bitd were involved in both the earlier 

IT business and in United Edge. 
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4.5 

4:6 

Pollard said Mylan dealt with United Edge. Temby asked whether it occurred to 

him that it might be difficult for Mylan to negotiate with United Edge, or raise a 

query concerning a United Edge invoice, or deal with such disputes as must 

inevitably arise from time to time, if he knew he was dealing with a business of 

which Williamson - his boss - was a director and part-owner. Pollard said you 

cannot rise to the top of a big union without being tough - having some mongrel 

in you - and he did not doubt that Mylan could handle himself and protect the 

interests of the Union as necessary. A Union official who accompanied Pollard 

when he was interviewed made the point, which Pollard effectively adopted, that 

dealings were between Mylan for the Union on the one hand and Bruce Daniels 

for United Edge: Williamson does not become involved. 

Mylan provided us with a file note, the relevant portion of which we now 

reproduce. 

FILE NOTE PETER MYLAN RE: ALLEGATIONS CONCERNING UNITED EDGE 

By way of back ground the Vic No. 1, Vic 3 and NSW Branch merged on 241h May 2010 and 
created the HSUeast. 

Prior to this NSW was running a different IT platform than that of Vic 1 and Vic 3. The NSW 
platform, Memforce was a fully integrated web membership system which Included full call 
centre functionality as well as an Integrated correspondence capacity. Memforce also provided 
excellent reports for the use of organising and recruiting members. In addition to this Memforce 
also provides excellent membership capacity which allows the Membership Department to 
operate very effectively. 

In addition to this Memforce is integrated with our website and our Media Centre. 

On 316 September 2010 the first Union Council meeting of HSUeast was held and this meeting 
occurred at Hotel Novotel Brighton Le-Sands, Sydney. At this meeting a number of resolutions 
were carried relative to the harmonisation process of the new Union. 

A Memorandum of Advice was provided by David langmead Barrister on this subject. He also 
provided resolutions that were endorsed at the meeting. Copy attached. 

One of the resolutions carried (6) was that the Executive Committee be requested to develop a 
centralised Administrative System which provides for central overseeing and processing in the 
Sydney office but provides for access and operability in the Melbourne Office in respect of 
Victorian members. 

As a consequence of this resolution a number of meetings were held with the Administration 
Manager of the Union to resolve any issues that may arise. Due to the fact that 2 IT platforms 
were operating it became apparent that problems would be experienced in relation to 
distribution of membership details, issuing of members accounts etc and general distribution of 
Union paraphernalia to members. An examination was undertaken of the current contract that 
existed with the IT provider for the Vic 1 and Vic 3 branches to establish as to whether there 
were any contractual obligations or could the Union terminate the contract and integrate into 
Memforce. 
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Arising from an examination of the contract, it revealed that the contract was due to expire on 
30/9/11, and if we were to terminate the contract prior to this we would be In breach of the 
contract and certain penalties would apply, In addition to this, legal advice was obtained from 
Slater & Gordon that confirmed that this was the case. 

It was also resolved by the executive Committee with all members present that the Union adopt 
as a principal that 1 fee structure apply across HSUeast. 

Union Council received a recommendation from the Executive Committee to a new fee 
structure at its 27.10.11 meeting. Union Council endorsed that Union membership fees were to 
be increased and that prior to this a report had been prepared indicating that within the Vic 1 
and Vic Branches 33 different fee structures applied, as opposed to NSW where only 1 fee 
structure applied. It was clearly apparent that if we were to remain with 2 IT platforms that the 
Administration of the proposed fee increase was going to become an administrative nightmare. 
The only solution that would enable a smooth translation to the new fee structure was to 
operate it through 1 IT system, Memforce. 

The proposed fee increase for NSW members was $1.10 per week and if we had applied the 
same $1.10 per week fee increase unilaterally across the Union would have created an 
enormous backlash from the membership. As members in Victoria had part time and casual 
rates and these did not apply in NSW. The report that I refer to above relating to the 33 
different fee structures Is attached. 

Therefore a decision was taken following consultation with the Admin Manager, the Executive 
President and other Senior staff that Vic 1 and Vic 3 would merge into Memforce from 1' 
November 2010. This will allow if any problem arose, that the Union has 1 month to rectify 
them as the new fee structure was commencing on 1" December 2010. 

In addition a number of emails had been received from Staff in Victoria complaining about the 
quality of the IT services for the Victorian office. These are available if required. 

As a result a commercial decision had to be made that either 

(a) We terminate the current Vic 1 and Vic 3 contract and be required to pay $165,000.00 
immediately (1/11/10 -30/9/11), or , 

(b) We continue to pay the $15,000.00 per month till 30/9/11. 

As a consequence option A would have created a cash flow problem for the Union and the only 
option left open was to continue to pay the $15,000.00 in accordance with the contract. 

The decision to continue the $15,000.00 per month payment in my view clearly outweighed the 
administrative problems that would have arisen due to running 2 different IT platforms and the 
knock on effect from Introducing a new fee structure. Further this decision was in accordance 
with the Council decision of 3/9/10 that we develop a "centralised administrative system". 

This decision was also discussed at the HSU Executive meeting held on 13/10/10 in which all 
Executive Committee members were in attendance. 

4.6 There is we think nothing untoward about the fact that $15,000 per month was 

for a period paid to a Victorian IT company after the amalgamation while United 

Edge was submitting bills for the same setvice, i.e. maintaining a membership 

management system. This is the last of the allegations concerning United Edge 

referred to at [1.13] above. 

4.7 It is in our view entirely inapptopriate, even assunung full disclosure, that 

Williamson should at the one time have been in charge the Union and also a one 
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4.8 

4.9 

third shareholder in and dttector of a major supplier of IT services. He should be 

one or the other, not both. The more work goes to United Edge, the mote it and 

he profits, and the more the Union's costs rise. Hence the best interests of the 

Union and the company are necessarily opposed. Also, it is we think it difficult to 

the point of practical impossibility for Mylan or anybody else to deal with United 

Edge unaffected by their knowledge of Williamson's close connection with the 

company. 

As to whether, and to what extent,. Williamson facilitated the opportunities which 

came United Edge's way, because none of Williamson, Daniel nor Bird would 

talk to us, we have not been able to teach a confident conclusion. It does not 

take a cynic to believe he was heavily involved .. 

In Chapter 7 we recommend, as part of good corporate governance, that the 

Union should resolve to prepare financial statements that comply with Australian 

Accounting Standards. The substantial amount of undisclosed payments by a 

member based organisation to a company (United Edge) related to a union 

executive (Michael Williamson) was a large factor in our thinking. Adoption of 

Australian Accounting Standards would eliminate the risk of "optional" or 

"discretionary" reporting. 

4.10 We note that since our appointtuent: 

• 

• 

United Edge's name has been removed from the tenant dttectory in the 

foyer of 109 Pitt Street, Sydney. 

United Edge notified HSUeast by letter dated 23 J anua.t.y 2012 that it was 

relocating to new business premises. 

4.11 We attempted to determine if United Edge had other customers or if its 

operations were really only a resource of the HSU. Our investigation was made 

difficult by the refusal of the three shareholders/ dttectors to assist us. Our 

enquiries have disclosed certain matters that lead us to question whether United 
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Edge conducts any meaningful business other than with the HSU, State and 

Federal: 

0 

• 

• 

• 

• 

Prior to our enquiries, United· Edge's only business premises were at the 

premises of HSUeast, on a rent free basis. 

United Edge does not have a website (it charges HSUeast for website 

services). 

United Edge does not appear to be listed in any telephone directories and 

the phone numbers on its invoices divert to a non specific message 

machine which makes no reference to United Edge. 

ASIC records continued to disclose, as at 28 May 2012, United Edge's 

registered office and principal place of business at Level2, 109 Pitt Street, 

Sydney, being the offices of HSUeast. 

An inspection of the premises to which United Edged moved from 109 

Pitt Street, Sydney qisclosed on the tenant directory ''Cotm>old 

Concepts/ (United Edge)'~ Cotswold Concepts is Bruce Daniel's company; it 

operated from setviced offices until April 2012. The new offices are 

closed off, with no obvious reception area or signage for Cotswold 

Concepts or United Edge. 

The two employed principals of United Edge are charged to HSUeast on 

an annual charge of $590,385 (Bruce Daniel- $404,956 and Bradley Bird­

$185,229) being labour charges only. These rates not only appear very 

high, but indicate that the vast amount of their working time is for 

HSUeast. 

4.12 The accounting records of HSUeast coveting the period 22 April 2008 to 30 

September 2011 shows that payments by the Union to United Edge in that 

period totalled$ 4,689,816.12, an average of over$ 114,000 per month and over 

$ 1,372,631 per annum. 
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4.13 As at June 2011 the accounting records of HSUeast disclose the following 

monthly recurring payments to United Edge totalling $96,488.12 (excluding 

GS1), for the following services: 

• 

• 
" .. 
8 

.. 
• 

Bruce Daniel IT Se1vices (Monthly) 
Bradley Bird IT Services (Monthly) 
Website services (Monthly) 
"M.em.force" members database (Monthly) 
Call Centre scripting (Monthly) 
HSU sub branch cost centre (Monthly) 
HSU internal cost centre (Monthly) 
Equinix IBX data centre (Monthly) 

Total 

$33,746.40 
$15,435.81 
$ 6,192.97 
$20,218.46 
$4,321.65 
$1,882.40 

$10,124.85 
$4,565.58 

$96,488.12 

4.14 We have been advised by the Union management: 

.. 

• 

• 

The union is not aware of any contract with United Edge . 

Up until January 2012 United Edge had its business premises in the 

Union's offices and were not required to pay any rent for these facilities. 

There were no alternative quotes obtained from other service providers . 

4.15 With respect to the allegations in [1.13] above, the last concerning United Edge, 

has been dealt with: see [4.6]. We deal now with the balance of them. 

4.16 We are not in a position to reach a conclusion as to whether United Edge, which 

provides IT services to the Union, charges excessive amounts for doing so. We 

sought from Union management details of the services provided by United Edge 

but they were not forthcoming. Apart from the actual wording on the invoices 

we do not have detail as to the services provided. Mylan was unable to advise us 

of the hours worked each month, nor if there were any records in support of the 

hours worked. The amounts charged by United Edge, as regular monthly 

payments, do appear vety high. They leave open the question of excessive 

charging, there having been no alternative quotes and there being in existence 
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neither a contract nor performance records. It is the case the IT contract was let 

without tenders being called. 

4.17 United Edge did work out of the Union premises, and paid no rent for doing so. 

Mylan insists that the arrangement was mutually beneficial, and in particular that 

it was to the Union's advantage to have a constant United Edge presence on the 

premises. It is however odd, as noted at (4.1], that a company which was a major 

supplier of services to the Union should have its registered office and principal 

place of business at the Union head office. However, they have now moved. 

4.18 We recommend that the Union take steps to regularise the contractual situation 

between itself and the supplier to it of IT services. When and if practicable, 

tenders should be called for the provision to the Union of such services. At the 

very least, the Union should ensure that a contract is entered into between itself 

and its IT supplier, whether that be United Edge or some other business. 
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CHAPTER 5 • MAH-CHUT ARCHITECTS 

5.1 

5.2 

5.3 

5.4 

According to Union records, in the period of 4.5 years from 9 March 2007 to 30 

September 2011, HSUeast paid Mah-Chut Architects a total of $3,398,495 

(excluding GS1). Not all of the money was retained by the fu:m's principal, 

Ronald Mah-Chut, as some of the invoices were for design and construct 

projects. 

Mah-Chut was born on 15 December 1935, and voluntarily attended to be 

interviewed shortly before his 7 5'" birthday. He was at the time clearly ill - he has 

a livet condition - and accompanied by both his solicitor and a barrister. It is fair 

to say at the outset that he denied wrongdoing, and it is a matter of speculation 

whether the use of coercive powers (unavailable to us) or the provision of 

information by Williamson (who declined to be interviewed) might have thrown 

up a case of impwpriety for him to answer. In what follows we have stated what 

can be divined from Union records, and information provided by Mah-Chut. 

He met Williamson in or about 1996, following a reference by an architect who 

was retiring, and has done work for the Union since. Some of it is straight design 

work, some involves maintenance, there are design and construct contracts as 

mentioned, and Mah-Chut also advises HSUeast on property acquisitions. He 

deals mostly with Williamson, and to an extent with Barry Gibson. There are no 

contracts, letters or other documents which evidence the arrangements between 

the Union and Mah-Chut Architects - merely verbal agreements between Mah­

Chut and Williamson. That is unsatisfactory, as becomes clear if one envisages a 

dispute concetuing fees, especially after one or the other of the two individuals 

who knew the situation had died or lost his senses. The lack of documentation 

makes it difficult, to the point of practical impossibility, for a person certifying an 

invoice for payment to know that he or she is acting correctly. 

All we have to go on are the invoices, and they throw up their own questions. 

The content of two of them is reproduced below: 
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neither a cont• 

without ten· 'VOICE 0457 

·" Coastal Sites 

daim No. 3 for the quarterly retainer commencing May 2008 . 

. ;O. 3 Progress Claim 

Fee claim 
GST 
Total 

Total amount for this tax invoice is $22,000.00 (includes GST). 

20,000.00 
2.000.00 

$22,000.00 

Thank you for the opportunity to complete this work. We look forward to continuing to 
work with you under the terms of our agr7ement. 

3 October 2008 

General Secretary 
Health Services Union 
Level 2, 109 Pitt Street 
Sydney. NSW 2000 

TAX INVOICE 0469 

Ref: Investment Opportunities 
Description: Commercial Office Space 

Level3, 109 Pitt Street, Sydney 
Michael, 

We submit our fee claim for the above purchase. 

Summary 
Purchase sum $5.7M@ 2% 
GST 

Total Claim 

Please make cheque payable to "Mah-Chut Afchitects." 
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$114,000.00 
$11,400.00 

$125.400.00 
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5.5 

5.6 

5.7 

Acco.tding to Mah-Chut, the quarterly retainer agreement - see Invoice 0457 -

was reached between him and Williamson about 5 years ago. He said it was to 

reimburse him for the time spent in looking for sites that might be puitable for 

the Union to develop for retirement villages or holiday destinations, none of 

which were ever in fact purchased. Later, near the end of the interview, Mah­

Chut's barrister said in his client's presence that the retainer was calculated at the 

tate of $200 per hour for one day per week, and that Mah-Chut was requited to 

· be on-call for any building maintenance issues that arose. 

In addition, Mah-Chut charges the Union a spotting fee when properties are 

purchased at the rate of 2% of the purchase price. He said he "knows proper!JI'; 

and may be required to look at many properties before charging such a fee. He 

aclmowledged that he knew of no other architects who charged a percentage­

based spotter's fee. Mah-Chut said he charged the 2% fee on top of the retainer. 

Temby put it to him that he was being paid twice - by way of retainer, and the 

spotter's fee - for the same task, namely looking for property. He initially did not 

respond, and when the proposition was put again said he did not ''see it that wqy': 

As noted earlier, he was not at a1J well at the time of interview. 

A submission made on Mah-Chut's behalf by his solicitor, after this chapter was 

supplied in draft for comment, included this: 

"In relation to paragraph 5.6 there seems to be a misundmtanding of the 
nature of the arrangement betJveen HSU East and Mr. Mah-Chut. The 
quarterly retainer was paid for Mr. Mah-Chut's time in researching and 
investigating suitable properties as well as being on call for building and 
mqintenance issues on existing properties. The 2% spotter's fie JJJas charged 
on properties actually acquired by HSU East. 

The arrangement was a commercial one. It was concluded in a commercial 
context and presumably, approved or ratified by the executive qfficers of the 
HSU East. There should be no suggestion that Mr. Mah-Chut 1vas unfairly 
enriched by the arrangement or that he was in a position to overbear on HSU 
East to agree to the arrangement. Spotter's ftes are not uncommon in the 
commercial world. " 
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5.8 Over a period of more than 3 years, Mah-Chut Architects claimed and were paid 

a total of $254,9 58 for property acquisitions, on top of the retainer fee of $88,000 

per annum. The details follow: 

21.11.06 13/15 Baker Crescent, Botany- 2% of $715,000 + GST 
1535 
19.10.07 L9, 109 Pitt Stteet, Sydney- 2% of$3.2m + GST 
0443 

05.11.07 Steele River Warehouse, 1-2 Frost Drive, Mayfield West 
0445 - 2% of $394K + GST 

20.03.08 L8, 109 Pitt Stteet, Sydney - 2% of $400K + GST 
0454 

$15,730 

$70,400 

$8,668 

$8,800 

03.10.08 L3, 1 09 Pitt Stteet, Sydney - 2% of $5. 7M + GST $125,400 
·0469 

22.06.09 L15, 109 PittStteet, Sydney- 2% of$785K (should be $15,700 + GST) $16,500 
0482 

24.02.10 Unit 23, Auburn & Miller Stteets, Coniston, Wollongong 
0500 - 2% of $430K + GST $9,460 

Total I $254,958 

5.9 The actual allegation against Williamson in relation to Mah-Chut Architects is 

that they were employed on Union money to do work on his holiday home at 

Lake Macquarie. 

5.10 At intetview, Mah-Chut confirmed he did work for Williamson, first at home in 

Maroubra and then at Lake Macquarie. As to the former, he did some drawings 

and arranged for an engineer. At Lake Macquarie, the work was recent, and Mah­

Chut ptepared plans, put them through Council, arranged for a builder and patt­

supelvised the work. When asked if he charged Williamson less for the work at 

Lake Macquarie by reason of the large amount of wotk he did for the Union, 

after initial hesitation, Mah-Chut replied in the affirmative. He charged 

Williamson less than he would have charged an ordinary client with whom he 
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had no prior association. He said he did not tell Williamson he was being charged 

less. 

5.11 When asked whether he had done the work for Williamson either for nothing, or 

for sharply reduced rates, Mah-Chut said, 'No. It was my decision to charge less. What 

I received from HSU I deserved'~ He said there had been no other fmancial or 

property dealings between Williamson or any person or entity associated with 

him and Mah-Chut or any person or entity associated with him. He had on 

occasions attended ALP functions, sitting on an HSU table, and bought items at 

auction. This happened perhaps annually. 

5.12 Mah-Chut's barrister put on the record that his client and Williamson have no 

social relationship, have no business ventures in common, have not shared 

holidays, have not dined together (save for the ALP functions just mentioned), 

and share no godchildten. 

5.13 Mah-Chut later provided, on request, extensive further material. He received 

from Williamson in relation to the Lake Macquarie building project a total of 

$42,085.25 of which $9,261.25 was by way of reimbursement for charges Mah-
' 

Chut had paid on Williamson's behalf. Professional fees including GST totalled 

$32,824. His barrister told us the project cost was about $700,000. If normal 

architect's fees are taken to be about 10% of the project cost, then this represents 

a large under-charge. If the rate is taken to be 5% then there was still an under­

charge. The submission made on his behalf pointed out that architects are 

commonly paid in one of three ways - a percentage of the cost of the works, a 

lump sum or an hourly rate - and that is true. It was contended that for this work 

Mah-Chut did not charge a percentage fee. The invoices do not help as to the 

basis upon which fees were calculated. However, we think it is fair to say that 

Mah-Chut was well paid for the work he did for the Union, and less well paid for 

the work he did for Williamson personally. 

5.14 If there is sufficient precision in arrangements between an organisation and those 

who supply services to it, and in the processing of accounts by senrice providers, 

it may not be difftcult to refute suggestions that favours have been done, or kick-
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backs have been involved, or as to other possible fraudulent practices. The 

arrangements between HSUeast and Mah-Chut were ve:ty loose. 

5.15 We are unable to conclude whether either Williamson or Mah-Chut has behaved 

improperly. 
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CHAPTER 6- NEPOTISM/CRONYISM 

6.1 Michael Williamson has been the General Secretary of HSUeast since it was 

formed in 2010, and for many years before that held the same position, whether 

or not with the same precise title, in its predecessor organisation. He is the chief 

executive: the boss. Williamson has been re-elected evety 4 yeats, as Union rules 

requite. Most people within the Union to whom we talked described him as 

visionary, highly energetic, charismatic, and a vety effective leader with strong 

entrepreneurial drive and capacity. ·some were less positive, and asserted he has a 

domineering nature, and quashes opposition. However that may be, he above all 

other individuals had power within the Union, at ]east until he took leave of 

absence - see [1.2] above -in September last year. It has been so for more than 15 

years. 

6.2 Members of his family employed by the Union include his brother Darren, and 

his son Christopher. The former is in charge of recruitment and marketing, and 

the latter is a media project officer. Monique I1vine, a lead organiser, is a sister of 

Williamson's wife. She holds an elected position. Another family within the 

Union, now and previously, includes the late Lyn Astill who was formerly in 

charge of finance, her sister Cheryl McMillan who is in charge of procurement, 

and their sister-in-law Julie A still, who is in charge of Head Office administration . 

Each of M. Williamson, p. Williamson, M. Irvine, C. McMillan and J. Astill is 

among the dozen best paid employees of the Union: see [8.1] below. 

6.3 Williamson asserts, and we accept- we know of nothing to the contrary - that he 

was not involved in the selection for employment of his brother or his son. He 

also points out that Chetyl McMillan and the late Lyn Astill were employed by 

the Union well prior to him working there. 

6.4 Christopher Williamson works on the second level of 109 Pitt Street, Sydney, but 

spends a deal of time on level 8 where a television studio is situated. He joined 

the Union in the latter part of 2010, and is presently well advanced towards 

obtaining a degree in media and communications at the UNSW. He has a 

diploma in audio engineering. When interviewed he said that he replied to an 
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6.5 

6.6 

6.7 

6.8 

advertisement, and won the job against 5 others after having been interviewed by 

Gerard Hayes. He spends most of his time working on production of the weekly 

television news bulletin which goes out to all members. 

There is nothing wrong with a family firm favouring its own members. That is 

natural enough. But different considerations apply to public institutions and 

companies, and any body which is owned by its members, as the Union is. In 

such bodies nepotism and cronyism - favouring family and ft1ends as employees 

or contractors - must be avoided. 

Nepotism gives rise to these risks: 

a 

0 

it discourages and de-motivates other employees, as they perceive their 

opportunities for promotion to be eroded; 

the ability to recruit good employees is reduced; 

the ability to retain and develop good employees is undermined; and 

the organisation's system of internal control can be weakened due to 

misplaced loyalty, seen as owed not to the organisation but to the family 

or friendship group. 

Many public bodies not only have well documented recruitment and promotion 

procedures, but also adopt an explicit anti-nepotism policy. The Union has 

neither. 

We recommend that the Union formulate, document and adopt procedures to be 

followed in recruiting and promoting staff, with insistence on merit selection 

being the central requirement. As a matter of documented policy, recruitment of 

family members should be prohibited or at least discouraged. 
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The Banksmeadow Warehouse 

6.9 A contract for the purchase by HSU of 13/15 Baker Crescent, Botany was 

entered into on 18 October 2006. The price was $787,050, and the balance after 

deposit and adjustments was $709,575.35 which was paid .at setdement on 6 

December 2006. The contract describes the premises as an industrial unit but 

subject to what follows it is used as a warehouse. The acquisition of a warehouse 

was approved at a meeting of the Finance Co1U1Tlittee of the Union on 9 June 

2006. At a meeting of Union Council on 9 August, Williamson advised he had 

engaged Mah-Chut Architects to flnd an appropriate warehouse, and he tabled a 

proposal for the purchase of a unit costing $905,600. At a Union Council 

meeting on 17 October 2006, Williamson reported Mah-Chut had advised of a 

better warehouse that was available, and it was resolved to approve the purchase 

at $787,750. 

6.10 On 21 November 2006 Mah-Chut Architects rendered an account to the Union 

in relation to the warehouse, sometimes referred to as 13/15 Baker Crescent, 

Botany but more correcdy 13/15 Meadow Way, Banksmeadow. It charged 2% 

plus GST on the acquisition co~t: see [5. 7] above. The next account was rendered 

on 12 February 2007, when a progress claim of $55,000 was made. This was 

accompanied by a letter from Mah-Chut to Williamson which had attached a 

budget estimate of $351,780, excluding IT installation. The letter noted 

construction was to commence on 19 March. The next invoice, dated 20 March, 

noted that "the Builder has nached the stage of expendit11re and orders of over 80% and is 

progressing at a rate to achieve completion by the middle of April'~ 

6.11 What was built into the bare shell, in stages, comprised a mezzanine floor, 

storage units, stairs and two soundproofed rooms, the smaller of which is 

upstairs and apparendy not relevant for present purposes. Downstairs, at the tear 

and taking up the full width of the building, is the second soundproofed room 

which is a litde less than 40 sq.m. in area. 

6.12 According to C. Williamson, he became aware that there was an area in Union 

premises at Banksmeadow, which he described as a rehearsal room, which was 
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hardly being utilised. He recognised a possible business opportunity, and raised 

with somebody high up in the Union - pei:haps his father, or Hayes, or Peter 

Mylan or Kathy Jackson- that he might lease it. He said a valuation was obtained, 

and he agreed to pay a rental figure which was then put to him. He never saw the 

valuation, but presumes the amount was in accordance with the valuation. He 

thought he was paying about $200 per week for the downstairs room and an 

adjoining sitting area. He paid the rent quarterly. He said he had the premises for 

4 years, that the arrangement came to an end by effluxion of time, and another 

man whose name he gave is now the tenant. He did not know how it is the 

rehearsal room came to be constructed. 

6.13 The records tell a rather different story. First, C. Williamson is a sound engineer 

and he advertised Studio 19, the business name under which he operated, as a 

recording studio. Secondly, the lease - for 2 years from 1 August 2007, with a 2 

year option of renewal - which bears date 10 October 2007 and was signed by C. 

Williamson with Michael Williamson as his witness, was for annual rental of 

$3,750- just over $72 per week- inclusive of all outgoings. This small sum was in 

our view hardly worth the bother of a lease and a valuation. And it will be noted 

that the commencement date of 1 August was only 8 months after settlement, 
I 

and 3.5 months after Mah-Cbut Architects' estimated date for completion of the 

works. 

6.14 Thirdly, the valuation- by Brett, Nelson & Associates and dated 12 June 2007-

included the following: 

'The stdject area comprises a partitioned facility contained within the 
development at ground floor leve4 having plasterboard walls, the fit out as at 
the date ofitupection neming completion. 

Part if the agreement is to shat~ the facilities including toilets and kitchen 
amenities. 

The area being the sufdect if this assessment, we have been advised, is 56.14· 
square metres (refer highlighted area on floor plan contained within this 
report). 

We have been advised that the area will be the sufdect if a sub-lease 
arrangement incorporatingformal documentation. 
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We have in assessing the Fair Market Rental also given consideration to the 
fact that sttbstantial sharing of the amenities and access to the unit will be 
part of the arrangement, this in our opinion is cotJsidered detrimental and we 
have arljusted our rental assessment accordingly. 

Given the available market evidence, we arc of the opinion that the Fair 
Market Rental of the premises as negotiated being THREE 
THOUSAND SEVEN HUNDRED AND FIFTY DOllARS­
($3,7 50.00) Per Annum Gross, exclusive of GST, to be 1vithin market 

parameters. " (underlining added) 

· 6.15 Hence on the face of the valuation, the fit-out was incomplete as at the date of 

inspection, which is not stipulated but we take to have been in early June 2007, 

and the valuer was providing justification after the event of a rental figure which 

had already been worked out. It looks on the face of it as if the Union premises 

at Banksmeadow had a soundproofed space installed which could be used by a 

member of M. Williamson's family for the commercial benefit of that family 

member. We think it matters 1little, if at all, that the business does not seem to 

have returned much by way of profit to the tenant . 

6.16 C. Williamson provided the Inquiry with what he described as "the first and the last 

tax invoice for the lease of the back room at 13/ 15 Meadow W <91, Banksmeadow". The 

earlier as supplied by him appears on the next page. Apart from a period of about 

12 months when he moved away from home, Meagher Avenue, Maroubra has 

been the place of residence of C. Williamson, his father and his mother. The 

invoice ·was directed to him there, and was over the name of his father. 

6.17 Mah-Chut when interviewed said that Williamson instructed him to soundproof 

the upstairs office, and to have the downstairs room built and soundproofed. 

Mah-Chut said that room could be used as a recording studio, but Williamson 

said nothing to him as to what it was to be used for. "I follow instmctions but I don't 

real(y inquire as to the use': 
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6.18 The stated justification for the pur~hase of the warehouse was that it would save 

on storage costs. It did, but only to a limited extent. A payments schedule 

provided to us by. Mylan shows that the Union paid Storage King at Eastgardens 

$3,318.18 per month up until June 2007, when the monthly cost dropped to 

$1,800. It rose by increments to $2,245.45 per month to and including January 

2012, after which it dropped to $1,654.55. 

6.19 According to invoices supplied by Mah-Chut Architects, the Union paid that firm 

a total of $786,368 for work done at the Banksmeadow warehouse. When that is 

added to the purchase price of$787,050, a capital cost of $1,573,418 arises. Even 

if the Storage King costs had come down to nothing, the warehouse would 

represent a sound business decision only if the capital cost was $800,000 or less. 

We say this on the basis of Storage I<ing savings of about $40,000 per annum -

assuming that those costs were no longer incurred at all, contrary to the fact- at 

an interest rate of 5%. As the figures already related show, the saving was only a 

little over $1,500 per month. 

6.20 We note that each of Hayes, Mylan and Jackson informed us that he or she was 

not involved in the process that led to the lease being entered into: see [6.12] 

above. 

6.21 We called for any Union records concerning the portion of the premises that 

came to be leased to C. Williamson. Apart from the lease, and an account 

rendered by solicitors for its preparation, nothing of relevance was provided to 

us. So far as is known, that portion of the Banksmeadow warehouse was never 

utilised before the lease commenced, never provided any income before C. 

Williamson began to pay rent, and was never advertised for rental. 

6.22 A justified conclusion is that portion of the premises were fitted out for and used 

by Michael Williamson's son Christopher at the instigation of Williamson senior. 

Christopher has since become an employee of HSUeast and Union management 

insists he got the job on his merits. As to the studio, we conclude it was built for 

his use, leased to him for a modest amount and that this was stark favouritism. 
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6.23 We acknowledge that we have not had the benefit of talking to Williamson 

senior. However, after so much of this chapter as concerned the Banksmeadow 

warehouse was sent, _in draft, to him and his son, he replied through solicitors on 

17 April2012. The relevant parts of the letter read: 

"Our client recalls that the Banksmeadow Warehouse was purchased itl or 
around 2006 for the storage of Union goods, Union pamphlets, t-shirts and 
other Union matedal. Our client instructs us that it was the Union's 
intention on or about the time of purchase, to utilise the upstairs room as the 
Union's membership service centre (call centre) 1vith the downstairs room 
sound proofed as the Union's media centre and the construction of a sepatate 
service centre facili!J for emergenqy situatiotJS. There 111as discussion at this 
time as to the possibility of obtaining strata title for these 2 rooms and selling 
or leasing those rooms at a later date, consistent with the Union's position to 
acquire investment properties, increase its asset base and thus alleviate, in the 
long term, having to increase membership fees jot· members. " 

'The budget for the warehouse as at 7 February 2007 contained itemised 
1/forks that do 110t t·elate to any venture with Christopher Williamson and 
that the work was 80% completed by March 200 7 and was likefy to achieve 
completion by April 2001. This is consistent with our client's position that 
the fit out did not envisage Christopher Williamson's use ... " 

'The Union's intention for the 1varehouse was inztialfy for storage, with 
sound proof rooms to be utilised for membership putposes . . . Due to the 
distance between Banksmeadow and the ci!J office, it became apparent that 
the broadcasting centre should be situated in the city. " 

'To the best of our ~liC!Jt's recollection, towards the end of the constmction, 
Christopher Williamson approached his fother as to 1vhether it 1vould be 
possible to lease the area and utilise it as a rehearsal studio, not a recording 
studio as has bem suggested, if it was not being utilised by the Union." 

'Mt: Williamson considered Christopher's request and, as the area 1vas of no 
immediate need to the Union, atJd therifore available for leasing, he obtained 
an. indepcndmt valuation of the area. An independent valuation 1vas 
obtained and, shortfy thereafter, Christopher sigtJCd a lease, and adhered to 
all the requirements under the lease. " 

"In the last quarter of 200 7, Mr. Williamson found a suitable site for a 
broadcasting/ media centre and discovered vacant space on a number of levels 
itt 109 Pitt St." 

''In February 2008 (1'1 Council meeting of the year) Union Council resolved 
that Mr. Williamson ojficialfy undertake the task of lookingfor forther space 
at 109 Pitt Street, and in April 2008 Union Cozmcil apptvved of the 
purchase of a suite on level 8, and that the General Secretary and the 
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President tvcrc to complete the necessary paperwork to give effoct to the 
purchase. A holding deposit '!f $5,000 dollars was made in February 2008 
as a sign '!f good faith towards the purchase. Since then Tank Stream 
Productions, as it is registered lry HSUcast, and has operated from that 
site." 

'Mr. Williamson does not accept your view that the annual rental '!f the lease 
was hard!J wotth the bother '!f a lease and valuation. Christopher 
Williamson paid commercial rental for the pt~mises in accordance tllith the 
valuation and it was in the Unions' intemt to receive rental for that area, 
rather than it being vacant and not earning a'!)l itzcome .. " 

'We dispute your assertion that the fit-out was incomplete as at the date '!f 
inspectiofl. As you have noted, the 1vorks were to commence on 19 March 
200 7 atzd . . . the baseshell '!f constrttction comprised a 'mezzanine floor, 
storage units, stairs and 2 sound pro'!fed rooms: The proposal as to the 
constrttction required and the construction pre-dated a'!Y fomtal lease 
arrangement with Christopher Williamson lry 5 months, and pre-dated the 
valuation repott '!f 12 June 2001/ry 3 months." 

'We also note that, whilst the valuation repott refers to a negotiation '!fa 
sub-lease arrangement, it is unclear as to 1vhether that sub-lease arrangement 
referred to the latter lease arrangement with Christopher Williamton. In a'!)l 
event, the valuatiotl col!ftrmed that it 1vas a commercial rental being paid for 
the leased premites. " 

'The Juttifted Conclusions' that you have reached arc not based on evidence 
but rather on inference in light '!fan absence '!f such evidence. The documents 
that have been provided are !n contrast to those conclusions dra11111. The 
conclusion that a portion '!f the premises was fitted out for the use '!f Mr. 
Williamson's son, Christopher, lacks foundatiotz and is not substantiated." 

6.24 As to the last paragraph, there were no documents provided with the letter. We 

have had regard to documents provided by the Union, and obtained from Mah­

Chut. 

Canme Services 

6.25 According to Australian Business Register records, ftom 1 September 2000 

Julieanne Williamson traded as Canme Services. She is the wife of Michael 

Williamson. Mylan told us the Williamsons have 5 children - named Christopher, 

Alexandra, Nicholas, Madeline and Elizabeth. The initials, which we have 

emphasised, might be whence Canme was derived. 
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6.26 Between 9 December 2005 and 26 June 2009, 25 payments of $15,385 each were 

made by HSUeast to Canme Services, a total of $384,625 including GST. 

Invoices wete received by the Union, approved for payment, and paid. Each of 

the invoices supplied to us - the last 15 of them - covered a 2 month petiod. 

Assuming the othets did also, which seems safe, the petiod coveted by the 

invoices was 50 months. 

6.27 No contract, or exchange of lettets, between the Union on the one hand and 

Canme Services or Mrs. Williamson on the other was provided to us when we 

called for documents of this type. Largely what we have to go on are the invoices. 

One of them is reproduced on the next page. 

6.28 Assuming that work was actually done, and done by Mrs. Williamson alone, and 

that she worked a 37.5 hour week throughout the 50 month period - collecting 

folders, dismantling and collating them for scanning, week after tedious week for 

52 weeks of the year - then she was being paid at a rate close to $43.00 per hour 

plus GST. The assumptions may be bold, as we do not know whethet work was 

done, if so by whom, m for how many hours a week. But on the stated 

assumptions, a high hourly .rate 1was paid for what appears to be basic clerical 

work. 

6.29 We spoke to Mylan, who app:roved the invoices for payment. He said he became 

aware of the atrangement by which Mrs. Williamson provided services after Craig 

Thompson left to run the Federal Union and Mylan stepped up to take his place. 

Mylan said Williamson told him that it had been decided to scan old Union 

records, and his wife was doing the work of opening, sorting and cataloguing the 

old files. · They were held in storage at Eastgardens. This was before the 

Banksmeadow warehouse was acquired. Mylan said he thought the work was 

done by Mrs. Williamson at home. He said only she did the work. He had never 

seen het actually doing the work, but !mew she had done it. She was paid a fixed 

amount each two months, not by the hour. 
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Health Services Union 
Level 2, 109 Pitt. St, 
Sydney 2000 

CAN ME SERVICES 
31 Meagher Ave 

Maroubra NSW 2035 
ABN: 65756621652 
15r June 2009 

TAX INVOICE 

Collection from Storage King and Return -preperation,dismentaling and 

collation of Folders and Documents for Scanning for th<J period April 2009 and 

May2009. 

$15,385 Gst Included. 

Cheques should be made Payable to 

CAN ME SEVICES. 

Thank You 
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He thought that Williamson would get the files from the storage units for his 

wife, and aftet she had done her work would bring them in for scanning. He had 

seen Williamson doing that, and had certainly seen boxes of files waiting to be 

scanned. Mylan said the actual scanning was done, not by Mrs. Williamson, but 

by the librarian. He told us the project was abandoned, the decision to do so 

being made by Williamson and himself, well before all the flles had been scanned. 

This was because nobody at all wanted to see scanned files: it all turned out to be 

pointless. 

6.30 Robertson spoke to the librarian about scanning old flies within recent yeats. She 

said she did not know what he was tallcing about, and later in Mylan's presence 

said the last scanning of files in what she called the old system was on 29 

September 1998. She said that when the old flies were taken away to off-site 

storage, she never saw them again. 

6.31 All this happened on a Thursday. Robertson advised Mylan to take time, and 

consider his position. By the following Monday, the story had changed 

somewhat. Mylan then said he },lad made some "auumptions and presumptions'; and 

had not seen fl.les brought in for scanning, but he still believed Mrs. Williamson 

had done work which entitled her to payment. 

6.32 Subsequently Robertson sent Mylan some written questions to which he 

responded on 5 March last. He said that a decision was made by Union Council 

to create a paperless office; at the time of the move to 370 Pitt Street in 1996 

there were hundreds of boxes of old flies that had to be archived in some way. 

He said he recalls being told by Williamson at some stage that the remuneration 

rate "was derived from one of the rates in the Public Health Awards". Mylan says he 

recalls boxes being in the office for the librarian to scan: "Upon reflection this 1vas 

certainly in the 370 Pitt Street office". He says he recalled ''the matter 1vas difinitely as 

discussed and approved by Union CounczJ that someone be engaged to undertake the work at 

some stage in the foture, Michael Williamson indicated that he would ask he's 1vije if she would 

be interested in performing this role, I recall this was known to Union Council and not 

opposed'~ We note there are currently no records available as to these matters. 
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6.33 All this really adds little or nothing to the question as to what services were 

provided by Canme Services between late 2005 and the middle of 2009. The 

truth of the matter, we think, is that there was a system set up which saw regular 

and large sums paid to Williamson's wife, that Mylan became aware of the system 

later on and went along with it, and has sought to explain his approval of the 

invoices which he really cannot do. He does not know what work, if any, Mrs. 

Williamson did in any given 2 month period. Nor do we. She was asked to come 

in for interview, but did not do so. We cannot say categorically that she did no 

work, or some work from time to time, or worked hard and regularly over the 

entire 50 month period. We think the last option is the least probable. 

6.34 It is extraordinary that the Union Secretary should have countenanced such an 

arrangement to develop and continue. It appears that those who knew of the 

Canme Services invoices and payments were few in number, including the 

Williamsons, Mylan and Gibson. Pollard, the Union President, knew nothing 

about Canme Services 010 any work done in scanning documents within the past 5 

years. He said that he was aware of a large scanning exercise embarked upon in 

around 1995, and that Julie Williamson was involved in that and paid for her 

work. However he was not aware of any work undertaken by her in the years up 

to 2009. 

6.35 Arrangements between Union officials and individuals or entities closely 

associated with them should be absolutely prohibited, at least in the absence of 

full and continuing disclosure. Otherwise it may well appear that such officials 

have looked after their nearest and dearest, not the Union. But it is the latter, 

their employer, to whom they owe a duty of fidelity. Arrangements of the sort 

outlined above give rise to clear and grave conflicts between personal interest and 

employment duty. 

6.36 Temby sent Mrs. Williamson an earlier version of the above portion of the 

report, in draft form, for her consideration and comment. What are now 

paragraphs [6.25]-[6.35] were then [6.1]-[6.11], so that [6.26] above was then [6.9], 

so 



and it then referred to a 42 month period. On 27 March 2012, he received this 

letter, signed by Julieanne Williamson: 

"Dear Mr. Teml?Ji, 

I refer to previous com.rpondence between tts and to my last Jetter to you dated 
3/3/12. 

Firstfy, as you are aware my husbmtd is currentfy being investigated l?Ji The 
NSW Police relating to a number if allegations ·emanating from the Print 
Media, so therefore I feel it would not be appropriate for me to attend a face 
to face interview zvith you. But nohvithstandz1~g that I 111ish to provide you 
zvith the following in relatiotJ to Canme. 

J14y husband Michael raised with me as to whether I would be interested ifz 
doing some work for the Union. The work would notrequhw me to attend the 
Office but rather undettake the tasks required at home. He also advised me 
that the Union did not have the resources internal to do the work and that 
the Union Council had approved, if I was interested if me doing the work. 
He also indicated it was not a pleasant job, but the Union Counciltvanted 
the job done. 

The job entailed me visiting S forage King Garages in Daceyville, collect the 
at~hive boxes, return home and through thtu each box, removing staples, 
paper clips, bulldog clips etc. so that they could be scanned in the Unions 
Computer f)IStem. But not onfy did I have to remove the above from each box 
but I also had to sort tht/11 into separate groups within the Unio11. The 
Union represented members in Univer.r#ies, Public and Private Health, 
Ambulance, Juvenile Justice and the Deparhnent if Communi!J Services 
(DOCS), Group Homes etc. Once this 1vas completed, and bear in mind 
there were well over hundreds and hundredr if boxes to go thru, this task was 
slow, extremejy boring and very time consuming. When every file had been 
separated I then had to insert a single page in behveen each piece of paper, 
catalogue it and then put them back in the box. So a box that may have had 
200 pieces of paper as an example at the beginning now had 400 pieces of 
paper in it. So actua!fy the file was now double its origz'nal size. 

In fact on a number of occasions the papers in the boxes were so threadbare 
that I had to sticky tape them together so that document 1vou!d be suitable for 
scanning. The job was very dir(y due to the oldness of the records, dust was a 
serious problem and I u11dertook the task required in a separate room at our 
house to alleviate the problem. It was not possible to work at the garages as 
there were no bathroom or lunch facilities available, the onjy logical place it 
could be done was at home t'n a dedicated tvom. To suggest as you have I onfy 
worked 3 7.5 hours per week is completelY wrong, it would be closer to 60 
hours per zveek. The tvork was duting the day, at evening after dinner and at 
weekends. I used my own car to collect a11d return the boxes back to the 
garages in preparation if scanning. This was what I was asked to do and I 
did just that. I do not know how you came to a figttrc of $43.00 ph; I can 
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6.37 

assure you on ma'!)l occasions I filt I should have .been charging $200 ph, as 
the 1vork 1/Jas do11Jnright disgustingly filthy. 

I have taken offonce at your conclusion at paragraph 6.9 that the least 
ptvbable option 1/Jas that I 1/Jorked ·hard and regular!J over the entire 4 2 
111011th period. Yott have absolutely no basis for formit'!, this opi11io11 and you 
shotdd 11Jithdrmv it. 

In about the middle of 2009, my husband advised me that a decision had 
been taken to aba11don the sorting of the boxes in prtparatiotJ for scanni11g. 
He did not elabomte 11Jith me other than to sqy that in the period of time I 
had been doing the 1/JOt'k no one had requested to revie11J a'!)/ of the boxes in 
the garages, and that he and Mr. My/an had agreed the 1vork should cease, 
and that is my involvement in this matter. 

Yottrs faithfully, 

Julieanne Williamson 

26'" March 2012" 

The following is extracted from the letter from Williamson's solicitors dated 17 

April2012: 

'We are instmcted that in 1996, HSUeast, thm kno1/Jn as the Health 
Research Employee's Association ofNe11l South Wales, 1/Jas in the process of 
moving its operations from 511 Elizabeth Street, Sttny Hills, to 370 Pitt 
Street, Sydney. At that time, there 1/Jere htmdreds of boxes, filled with files 
11lhich dated back decades, stored at 511 Elizabeth Street. The content of 
these files included the foil01ving: 

Ill Transcripts, 1vitness statements and exhibits .from proceedings before 
various courts and industrial tribunals; 

111 Comspondence bet11Jeen the Union and various government departments, 
area health services, hospitals (public and private) and universities; 

111 Comspondence bettveen the U11ion and other industtial otganisations 
(employer and employee), the NSW Labor Cot111cil {lzo11l Unions NSW) 
and the ACTU; 

111 lt1temal correspondence betzveen the Union, its sub-branches and 
individual members; 

111 Reports from otganisers and industrial officers on various dispute matters 
involvi11g individttal members or groups of members; and 

Ill A vast arrqy of other documents contai11ing infonnation about i11dividual 
members, groups of members and sub-bmnches. 
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These boxes were moved to 370 Pitt Street and stored on Level) and of that 
building. 

After discussions with senior ufficm, .it Jvas decided by the Union Cou111:zt 
that these boxes should be placed in storage garages with Storage King and 
that Level 3 of 3 70 Pitt Street should be leased out. 

Further, the Union Council decided that it would be more economical to have 
the old records sorted, scanned and retained e!ectronicaf!y rather than to have 
them stored indtftnitefy. This process required each file in each of the 
hundreds of stored boxes to be sorted by relevant category or categories and 
prepared for scanning. This would not onfy preserve the records, but Jvould 
make them more easify retrievable. 

The Union itself did not have the space or the staffing resources to perform 
this task intemalfy. Outsout'Cing of this work 1vas considered but zt 1vas not 
practical, because it 1vould require someone who had (or who had reacfy access 
to someone who had) detailed knowledge of the history, internal workings and 
stmcture of the U11ion. 

In addition, there 1vere security and privary issues to consider, given that 
many uf the files contained personal information about past and present 
members. 

Mr. Williamson proposed to Union Council that his wife, Julieanne, Jvou!d 
be prepared to do the work in a room at their home, which would be dedicated 
exclusively for that purpose. The Union Council approved of this 
arrangement. The work carfied out by Mrs. Williamson included the 
foll01ving: 

• Retrieving each box from storage; 
• Ott,anising each file. into its appropriate category; 
• Dismantling each file by hand; 
• Placing each document in its correct order; 
• Removing all pins, staples and clips; 
• Separating each sheet of paper and placitzg a blank sheet betJveen each one 
in preparation for scanning; 
• Placing each file (now literally doubled in size) back into boxes; and 
• Returning the boxes to storage. 

Mrs. Williamson performed this work for several years. The work was 
taxing. The boxes and files 1vere extremefy dusty and in poor condition. The 
work required a great deal of care, given the deterioration of the documents, 
many being decades old. " 

''Your assumption that Mrs. Williamson 1vas in receipt of an hourly rate of 
$4 3.00 plus CST is misconceived, that is, because your assumption that 
Mrs. Williamson worked 3 7.5 hours per 1veek, being the basis for this 
calculation, is not accurate. We are instructed that Mrs. Williamson: 
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t~ jrequentfy spent well itt excess if 37.5 hours and on occasions, up to 60 
hours per tveek performing this work, including at ttights and on tveekends; 

9 utilised her otvtz car to collect and t~turn the boxes; and 

9 utilised a room in her home for the performance if this Jvork . 

. .. Mrs. Williamson did not receive shift, weekend or public holiday penal!)! 
rates, overtime payments, annual leave and sick leave, nor did she receive a 
9% superannuation contribution. " 

6.38 The letter also contained the following, which - like the earlier extracts - we 

include as a matter of fairness: 

"Cantne S eruices issued invoices to HSUcast which were disclosed in 
HSUeast's Financial Accounts. These Accounts (including the payments 
made to Canme Services) were declared in the Financial Report to the 
Union's Finance Committee, at its meetings each month throughout this 
entire period and, forther, a// the invoices were available at each meeting to 
inspect I?J ai!Ji metttber if the Finance Committee, if thry wished to do so. In 
addition, these Accounts 1verc audited every six months I?J external auditors. 
At no time was O'!JI issue raised I?J the Finance Committee, the auditors or 
a1!Jione else about the payments. " 

"From the invoices, the information contained herein, and the information 
received from Mr. lvfylan, it, is clear what services were provided I?J Canme 
Services between late 2005 and the middle if2009. 

We are instructed that Mrs. Williamson has 111ritten to you scparatefy in 
relation to Canme Services. 

We assert that you have no basis for the speculation about what Mrs. 
Wi/liatttson did, and it is clear that: 

e the work was carried out f?y Mrs. Williamson; 

e Mrs. Williamson was paid appropriatefy for the work; 

11 Mrs. Williamson 111orked hard and regular!J over the entire period,· and 

e these arrangements wm approved f?y Union Council." 

6.39 We remain of the view - see [6.34] above - that it is extraordinary Williamson 

should have allowed such an arrangement to develop and continue. Pollard, the 

Union President, !mew nothing about Canme Services or any work done in 

scanning documents within the past 5 years. It does not follow, from the fact that 
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payments to Canme Services wexe made known to the Finance Conun.ittee, that 

members of that Conun.ittee knew Mrs. Williamson was the recipient, or were 

aware whethex work was actually done. 

6.40 We say more about disclosure, and the general topic of related party transactions, 

in Chaptex 7. 
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CHAPTER 7 ·ACCESS TO INFORMATION 

7.1 

7.2 

7.3 

7.4 

Those who run businesses, using other people's money, must disclose what have 

come to be known as related party transactions. If a public company is dealing 

with a supplier run by the uncle or lover of its managing director, or by a 

company run for the benefit of that person, then he or she might be inclined to 

favour the supplier over the company that employs him or her. This problem is 

taclded in two ways. First, as a director is obliged to act in good faith towards the 

company at all times, he or she must make full and continuing disclosure of any 

such circumstances. That enables the company to decide whether to move 

dealings with the supplier to another person, so there will be no conflict between 

personal interests and duties as a director. Alternatively, the directors of the 

business might decide to terminate, or more closely monitor, the supply contract. 

The second way in which the problem of related party transactions is dealt with is 

by the requirement that there be disclosure to members of the company in the 

published annual accounts. That enables shareholders and others with a 

legitimate interest to ascertain the situation and ask questions about it. 

Shareholders who are inclined towards active involvement in the company which 

has their money can only be effective if they are well informed. 

As it is with companies, .so it is with unions. They take fees from their members. 

The officers of the union owe it a fiduciary duty - an obligation to exercise the 

utmost good faith at all times in the pursuit of the union's interests. This extends 

to disclosure by such officers of related party transactions. That must be done 

formally, and be recorded, if such disclosures are to be effective. A mere off­

hand comment, or unrecorded statement, cannot suffice. The proper way is to 

make a written disclosure, which is recorded in the minutes of the union in 

question. 

Furthermore, there is a requirement upon at least Federal unions to disclose in 

their annual fmancial statements information concerning related party 

transactions. The obligation arises under the Fair Work (Registered 011,anisations) 

Act 2009, and the Australian Accounting Standards. 
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7.8 

7.9 

A related party transaction is a transfer of resources, services or obligations 
between related parties, regatrlless of tvhether a price is charged. " 

Also by cl. 9: 

'Kry management personnel are those persons having authority and 
responsibility for planning, directing and controlling the activities of the mtiry, 
directfy or indirectfy, including a'!Y director (whether executive or otherwise) of 
that entity. " 

"Close members of the jamijy of att individual are those famify members who 
mqy be expected to influence, or be influenced by, that individual in their 
dealings with the entity. Thry mqy include: 

(a) the individual's domestic partner and children; 

(b) children of the individual's domestic partner; and 

(c) dependants of the individual or the individual's domestic partner. " 

Clearly M. Williamson is one of the key management personnel of HSU east, and 

each of]. Williamson and C. Williamson is a close member of his family. 

7.10 What is the extent of the required disclosw:e? The following clauses of AASB124 

ate of high relevance: 

"17 If there have ·been transactions between related parties, an entity 
shall disclose the nature of the related parry relationship as well as 
information about the transactiom and outstanding balances 
necmary for an understanding of the potential effect of the 
relationship on the financial statements. These disclosure 
requirements are in addition to the requirements in paragraph 16 to 
disclose kry management personnel compensation. At a minimum, 
disclosures shall include: 

(a) the amount of the transactions; 

(b) the amount of outstanding balances attd: 

(i) 

(il) 

their terms and conditions, inclltding tvhether thry · 
are secured, and the nature of the consideration to 
be provided in settlement; and 

detazls of a'!Y guarantees given or received; 
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7.5 

21 

provisions for doubffol debts related to the amount of 
outstanding balances; and 

the expense recognised during the period in resper:t of bad or 
'oubffol debts due .from 1~/ated parties. 

-n4ng are examples of transactions that are disclosed if they 
are Jvith a related partJ: 

(a) 

(b) 

(c) 

(d) 

(e) 

(/) 

(g) 

(h) 

(i) 

purchase! or sales of goods (finished or unjillished); 

purchases or sales of propertJ a11d other assets; 

re11dering or receivi11g of services; 

leases; 

transfers of research and development; 

tra1Jsfers under licmce agreetttents; 

transfers under finance arrangements (t'ncluding loans and 
equity contributions in cash or i11 kind); 

provision of guarantees or collateral; and 

settlement of liabilities on behalf of the entity or by the 
entity on behalf of another par!)!. 

Disclosures that related partJ transactions were made on tenns 
equivalent to those that prevail in ann's length transactions are 
made only if such tenns can be substa11tiated. " 

7.11 These reporting requitements are not mere formalities. They enable concerned 

members of any Federal union or branch to find out whether their interests are 

perhaps being p1:ejudiced by dealings between an official and his intimates. That 

matters because the union must be run for the members, not the officials. Also 

mandato1'y disclosure - even if delayed until the time the annual fmancial 

statements are published - acts as a fetter upon the conduct of officials. If they 

know that related party dealings must and will be disclosed, in a clear and 

compl:ehensible way, such officials will be much less hl:ely to enter into such 

dealings. 

7.12 Obviously, all of this is practically useless if disclosure is entirely lacking, or 

deficient, ol: opaque. 
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Imaging Partners Online 

7.13 As noted near the outset- see [1.7] above- Williamson disclosed in 2010 that he 

was a director of IPO Pty. Ltd. That was done in the Convention Journal, not in 

the annual accounts. An ASIC search discloses that Michael Williamson of 31 

Meagher Avenue, Mru:oubra was a director of Imaging Partners Online Limited 

between 7 May 2008 and 9 October 2011. 

7.14 We asked Mylan whether there were payments by the Union to, or dealings by it 

with, any of IPO Pty. Ltd, Imaging Partners Online or Imaging Partners Online 

Limited. He replied in the negative. If there were no related party transactions 

between the Union and any of these entities, it must follow that there was 

nothing to disclose to members of the Union. 

Canme, Banksmeadow, United Edge 

7.15 Different considerations apply to United Edge (Chapter 4), portion of the 

Banksmeadow warehouse, and Canme Services (both dealt with in Chapter 6). In 

summary: 

• M. Williamson is a director of and shareholder in United Edge Pty. 

Limited, a major supplier of services to HSUeast; 

• he was involved in the lease of portion of 13/15 Meadow Way, 

Banksmeadow to one of his sons; and 

• he must have known of large payments to Canme Services, his wife's 

business name, between 9 December 2005 and 26 June 2009. 

7.16 To what extent were these facts and surrounding circumstances made known to 

Union members? 
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7.17 As pointed out at [1.1] above, there is a difference between: 

• the State u:oion, HSUeast; 

o the Health Services Union, a· Federal union; and 

• its biggest branch, HSU East Branch. 

7.18 We note there is nothing said about any of the matters in (7.15] in the published 

accounts of the HSU East Branch. Nor do we suggest there had to be, as that 

Federal Branch did not have the relevant dealings. 

7.19 In the accounts of HSUeast (the State union) for the period to 30 September 

2010, this appeared in the notes at p. 18 under the heading "Related Par!J 

Transactions'~· 

'Transactions with related parties are on normal terms and conditions no 
more favourable than those available to other parties, unless otherwise stated. 

Michael Williamson is a director of United Edge who provide computer and 
IT services to HSU East. During the year ended 30 September 2010 
payments to United Edge tot,alled $1,225,710 (2009: $1,133,665). 

... There have been no other transactions between the f!!Jicers and the Union 
other than those relating to their membership of the Union and the 
reimbursemmt l?y the Union in respect of expenses incurred by them in the 
pcrfonnance of their duties. Such transactions have been on conditiotts flO more 
favourable than those which it is reasonable to expect would have been 
adopted by parties at arm's length. " 

Nothing was said as to the other matters in [7.15] above, that is to say Canme 

Services and the Banksmeadow lease. 

7.20 In the 2010 Convention booklet, this appeared in the report of the General 

Secretary/Treasurer (M. Williamson): 

'1 am the President of the Federal Al.J>, a member of Al.J> Industrial 
Committee, Executive Member of the ACTU, Vice President of Unions 
NS!/7, Vice President of A1.J> NSW Branch, Trustee on First State 
Super, Director UE Pry. Ltd., Director IPO Pry. Ltd., Member of the 
Australia Day Council and U11ions NSW Fina11ce Committee." 
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and in the 2011 Centena:ry Convention booklet, this appeared in the report of the 

Acting General Secreta:ry /Treasurer (P. Mylan): 

"Michael Williamson is a Di111ctor of First State Super, Chairman of SGE 
C111dit U11ion, Dimtor of United Edge P!J. Ltd. and State Water. Michael 
is also Senior Vice Pmident of Unions NSW and a Member of the ACTU 
Executive. He is also National Pmident of the HSU." 

7.21 We know of nothing else which has been published for the information of 

members generally. 

Canme Services 

7.22 Nothing was said in the most recent published accounts of HSUeast, or in 

preceding years, as to the dealings between the Union and Carune Services. Our 

inquiries lead us to the conclusion that, outside a privileged few, members were 

oblivious to Carune Services or the payments to it. This was true even up to the 

level of the Union President. 

Lease to C. Williamson 

7.23 Nothing was said in the published accounts concerning the dealings between the 

Union and the General Secreta:ry's son. It is no answer to say that some within 

the Union knew of the lease, or at least knew of Christopher Williamson's paid 

occupancy of part of the Banksmeadow premises. All members of the Union 

should have had the facts and circumstances disclosed to them. 

7.24 In the HSUeast financial report for the year ended 30 September 2010, this was 

said: 

'Tmnsactions with related parties a111 on normal terms and conditions 110 

more favourable than those available to other parties, unless stated." 
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and then nothing about the lease (or Canme Services). C. Williamson was a 

related party as he is a close family member of an individual who was and is in a 

key management position in HSUeast. So was J. Williamson. 

7.25 We doubt the accuracy of the statement just quoted. Our conclusion is that the 

lease was distinctly favourable to the lessee. 

United Edge 

7.26 In the flnancial report of HSUeast for the year ended 30 September 2010 

submitted to the State authorities this appeared: 

'Michael Williamson is a director of United Edge who provide computer and 
IT services to HSUeast. During the year ended 30 September 2010, 
pqyments to United Edge totalled $1,225,710 (2009: $1, 133,665)." 

7.27 This statement was deflcient. Williamson is not just a director of United Edge 

Pty. Ltd. As demonstrated in Chapter 4, he is the beneficial owner of one of the 

three $1 shares issued - a one third owner of the business. He did not just have 

responsibilities as a director of United Edge Pty. Ltd, but stood to proflt from 

the extensive dealings between that company and the Union. Nothing was said as 

to his proprietru:y interest in United Edge. 

7.28 We observe that note 1 to HSUeast's flnancial report for the year to 30 

September 2010 commences in this way: 

'The financial report is a general pmpose financial report ... " 

7.29 There has been inadequate disclosure of related party transactions by HSUeast. 

We do not contend that this involved a breach of the law, fust because there is 

doubt as to whether State unions are under a legal duty of disclosure: see [7 .5] 

above. In any event it is not our function to reach any such conclusion. But the 

members are surely entitled to know the nature and extent of related party 

transactions between their union and its officials. 
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7.30 We accordingly recommend that the Union resolve, as soon as is practicable, that 

the annual accounts of HSUeast be prepared in accordance with all relevant 

Australian Accounting Standards, including but not limited to AASB124. That 

should apply to all annual accounts henceforth. As we understand it, the accounts 

to 30 September 2011 have not yet been formally signed off. If that is correct, 

they should be covered by any such resolution. 
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CHAPTER 8- EXCESSIVE BENEFITS? 

8.1 This chapter chiefly deals with the known sources of income available to Michael 

Williamson. However he is not the only person on the Union payroll who is well 

paid. The table below sets out, with respect to the dozen most highly paid Union 

officers and employees - ignoxing one recorded as being on maternity leave -

their pay as at 30 September 2010 and 12 months later, and the percentage 

increases. All this information is taken from a staff and salaries list provided to us 

by the Union. The figures show total salary and allowances: 

Name Position 30.09.10 30.09.11 Increase 

M. Williamson General Secretaty $315,272.82 $394,675.87 25% 

K.Jackson Executive President $173,314.00 $286,976.00 66% 

P. Mylan Deputy General Secretary $197,879.10 $222,881.36 13% 

M. Bolano Deputy General Secretaty $118,737.00 $201,463.00 70% 

G. Hayes Divisional Secretaty $164,026.64 $194,980.88 19% 

C. Glen Divisional Secretaty 1 $104,999.00 $184,951.00 76% 

K. Seymour Assistant Divisional $118,246.58 $161,959.45 37% 
Secretary 

C. McMillan Procurement Manager $124,985.60 $155,525.42 24% 

B. Gibson Chief Financial Controller $120,209.00 $155,100.00 29% 

D. Williamson Manager, Recruitment and $111,205.00 $141,140.00 27% 
Marketing 

M. Irvine Lead Organiser $119,325.00 $141,140.00 18% 

J. Astill Administration Manager $98,150.00 $131,835.00 34% 

8.2 Our understanding is that Mylan is now being paid on an acting basis in M. 

Williamson's stead, and certainly he has had a very heavy burden upon him over 

the last few months. Part of the reason why Jackson, Bolano and Glen have had 

such large increases is because the salaries and allowances paid in Victoria were, 
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8.4 

8.5 

8.6 

8.7 

8.8 

prior to the amalgamation, markedly less than those paid to New South Wales 

officers. 

C. Glen resigned with effect from 1 December 2011. She was replaced by S. 

Miller, who is now paid $174,650 per annum, and was previously employed as an 

organiser on $82,963 per annum. 

In the case of M. Williamson, we have been made aware of the process by which 

his salaries and allowances were fixed. The first step was that a consultant was 

engaged. She was Beth Jensen, and the minutes show that she is the partner of 

the Union's Victorian barrister, D. Langmead. She recommended increases 

within a range, and then the Union President in discussions with the General 

Secretary set his salary at the top of the recommended range. 

In addition to the $394,675.87 paid to him by the Union by way of salary and 

allowances, Williamson presumably receives income from United Edge, and 

perhaps also from Imaging Partners Online. The amounts are not known to us, 

because private companies do not need to publish accounts or their dividend 

outcomes. 

Other income he received until he resigned recently came from board positions 

he held with each of First State Super, Sydney Water and the SGE Credit Union. 

Was this additional income due and payable by Williamson to the Union? As a 

matter of law and general practice, the answer mu.st be in the negative. We take 

an example from industry. An individual who runs a large manufacturer, X 

Limited, 'is also a director of Y Bank Limited. Income received from the latter 

goes into the pocket of the individual, and is not due and payable to X Limited. 

Should a different approach perhaps be taken with respect to Union bosses? 

There can be little doubt that Williamson held these extra positions by reason of 

his long period of service, and his position, with the Union. Further, he is very 

well paid and should have devoted his entire working time and attention to the 

Union and its affairs. Accordingly, and this applies equally to other officers and 
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8.9 

employees, he could and should be precluded by contract or the Union rules or 

both from taking any outside position except by permission of Union Council. 

And the rules could requite that any income received through holding any 

outside position be paid to the Union: 

We recommend that the Union consider such a change to Union rules, and such 

a ch'!-nge in future employment contracts, so that members do not see people 
·7;! '• 

such as Williamson profiting personally from outside activities. Having said this, 

we recognise two things. First, such changes would have to apply to future 

arrangements. Williamson was and is entitled to keep income from outside 

positions for himself. Secondly, such changes would place those who run unions 

in a less privileged position than are private sector bosses. Whether this should 

be the situation is a policy question for Union Council to deliberate upon and 

decide. 

8.10 The Union, as with all employers, provides superannuation for its employees. A 

small number of executives and employees (approximately 14) are members of 

two older type "difincd benifits" schemes, where the members are entitled to a 

specific amount upon retirement. These schemes, which are not open to new 
I 

members, were underfunded as at 30 September 2011 by $3,085,899 and such 

shortfall is disclosed as a liability of HSUeast. The extent of the underfunding 

increased during that year by $1,727,838 and this amount was treated as a cost of 

the Union for that year. We have not investigated the Union's options in respect 

of these defined benefits funds, but strongly recommend an immediate review to 

determine possible remedial actions. We have included this observation, due to 

its relevance in respect of executive benefits as the cost of these defined benefits 

funds to the Union has exceeded $1.5 million in each of the last two years and 

only relates to a relatively small number of employees. 
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CHAPTER 9- PROCUREMENT PRACTICES 

9.1 There can be found in each of Chapters 2 (Communigraphix), 3 (Access Focus), · 

4 (United Edge), 5 (Mah-Chut Architects) and 6, concerning the Banksmeadow 

warehouse and Canme Services, examples of pom and/ or suspicious 

procurement practices. Other examples could be given. We deal now with the use 

of Union credit cards, and expense reimbursements. 

Credit Cards 

9.2 

9.3 

9.4 

There are no guidelines on the use of the Union's credit cards, or expense 

reimbursements, to explain the type of expenditure that can and cannot be 

incurred, nor differing levels of authority for approval of. different categories of 

expenditure. Union credit cards currently on issue to officers and employees of 

the Union incur total expenditure averaging in excess of $600,000 per annum 

(over the last 4 years). 

Union credit cards were also used to procure discount shopping/ giftcards for 

sale to members as part of ;the Union's reward (discount) ptogram. These 

involved costs in excess of $1,100,000 on average each year being processed via 

Union credit cards, reinforcing the need for the formulation of control 

procedures. We have been advised that this service to members has now ceased 

(it is now outsourced) and hence we did not conduct any further investigation on 

the controls over this program. Our cursory examination indicated the controls 

over gift cards were inadequate. 

Credit card expenditure incurred by HSU east in the last 4 years was: 

Discount Card Other Expenditures Total 
Purchases 

Y /E 30.9.2011 $1,183,457 $538,705 $1,722,162 
Y/E 30.9.2010 $1,428,312 $633,448 $2,061,760 
Y/E 30.9.2009 $1,190,257 $734,312 $1,924,569 
Y/E 30.9.2008 $ 756.989 $629.365 $1.386,354 

Total $4,559,015 ~.535.830 5;7 ,!)24,845 
Annual Average $1.139,754 $ 633.257 $ 1,123,711 
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9.5 Expenditure incurred on credit cards is instant and can result in expenditure 

being incurred without the normal pre approval/ authorisation process that forms 

part of an organisation's system of internal control (i.e. there are less controls in 

place at the time the credit card expense is incurred as opposed to controls 

normally in place for payments by cheque). Accordingly there is a need for a 

complete and detailed policy in respect of the use of c1-edit cards. 

9.6 Almost invariably there is nothing to justify the HSUeast credit card expense in 

question (i.e. not shown why the taxi trip taken, entertainment incurred, why 

flowers where purchased and so we could go on). We set out, hereunder, a 

handful of examples from the year ended 30 September 2011, but what is about 

to be stated could be endlessly repeated: 

• Employee purchased $50 I<rispy I<reme doughnuts - on each of 4 

consecutive days. 

Senior officer incurred expenditure at IGA on 4 occasions in 1 month 

and removed the half of the IGA docket which disclosed the products 

acquired ($100; $40; $27; $68). 

o More senior officer incurred a total of $2,799 in restaurant entertainment 

on 5 occasions over a 6 day period. 

o Another senior officer incurred a total of $1,370 on restaurant 

entertainment on 2 occasions ($3 70 + $1 ,000) within days. 

o Employee incurred $840 travel with Qantas. 

o Employee incurred $170 per week on flowers from ''Eden Floral Design': 

• Same employee regularly incurred CBD parking · (7 .5 hours costing 

$80.58). 

9. 7 In none of these cases has any reason or justification been noted for the 

expenditure being incurred at HSUeast's expense. The vast majority of credit 

card expenditure sighted by us, similarly, provides no reason for the expense. 

Whilst some employees and officers, if questioned, may be able to provide ''after 

the event" reasons, this is not a component of proper control procedures. 
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Expense Reimbursements 

9.8 

9.9 

Whilst most employees/ officers incurred expenditure via credit cards, Michael 

Williamson appears to have not used a Union credit card. He was reimbursed by 

HSUeast for expenditure he claimed to have incurred on behalf of the Union. In 

a 9 month period before he stood himself aside, the amounts reimbursed totalled 

$56,267.75, averaging $6,251.97 per month. We. analysed 16 reimbursement 

cheques paid to Williamson which disclosed monthly expenditure on average as 

to these categories: 

Accommodation 

Taxis 

Petrol 

Parking and Tolls 

Meals and Entertainment 

Others 

$1,272.86 

$588.55 

$503.62 

$240.88 

$2,879.89 

$165.86 

We have sighted expenditure by Williamson in August 2008 for accommodation 

in London (at the Sheraton P;rk Tower Hotel) and the room rate paid was 

$A1,191.78 per night; the hotel account for 4 nights totalled $A6,039.75. 

9.10 We have sighted expenditure by Williamson in August 2008 for accommodation 

in Dublin (at the Morrison Hotel) totalling $A5,771.62. This amount appears on 

Williamson's personal credit card statement, but as the hotel account was not 

included as a voucher we were unable to determine either the number of night's 

accommodation or the room rate. The sum in question was reimbursed to 

Williamson by the Union. 

9.11 The vouchers supporting Williamson's expense claims (like credit card 

expenditure) do not identify the reasons for the expense nor why the expense is a 

cost of the Union. The Union should extend any new credit card policies and 

controls to also encompass expenditure reimbursement claims by officers and 

employees. 
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A Satisfactory System 

9.12 The characteristics of a satisfacto1y procurement system for an organisation such 

as the Union, which is not a private concern but a member-based organisation 

responsible for other people's money, a.re to: 

obtain at least two prices before ordering any goods or services; 

establish a formal process and documentation for the calling of tenders or 

expressions of interest. 

ensure that formal tenders or expressions of interest ate called for the 

supply of goods or services or both where the likely annual expenditure 

exceeds $200,000 (or such other amount as the Union determines to be 

appropriate); 

• in such cases, do this regularly and in any case at least each 3 years; 

place orders in writing, and .retain copies of o.rder forms; 

keep a written record of goods actually received, and services actually 

provided, and ·any shortco1nings; 

• check invoices against orders, and the records last mentioned, as part of 

the payment approval process; 

formalise autho.risation/ payment processes, and incorporate requirements 

as to appropriate levels of seniority and segregation of 

duties/ responsibility; 

<> compare actual levels and timing of expenditure throughout the year with 

those of the organisation's approved budget and cash forecasts; and 
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9.13 

9.14 

9.15 

" requue discretionary and semi-discretionary expenditure to have the 

reason for expenditure noted contemporaneously, in a manner adequate 

for the approval process to determine appropriateness. 

We recommend accordingly. 

This last point relates to matters such as entertainment, travel, taxis, 

accommodation, flowers, sundry purchases and the like. There is no such 

requirement at present and substantial amounts of the Union's money are 

currently spent on such matters. The documentation in respect of this type of 

expenditure does not give any reason how the expenditure incurred related to the 

Union's operations. Much of this expenditure is incurred via credit cards. 

Such a system - and we stress these are minimal requirements - has two prime 

purposes. One is to ensure that value for money is received. That cannot be done 

unless prices proposed by suppliers are checked against the market. Secondly, the 

possibility of abuses of position by either suppliers or members of procurement 

staff or both, including merely cosy or frankly illegal practices, are minimised. 

Existing Union practices satisfy none of the requirements in [9 .12] above, save 

that a rudimentary matrix is kept as to items of uniforms ordered and received. 

The Union's lack of · controls around procurement practices is most 

unsatisfactory. In Robertson's 40 years of auditing practice, he has seen few 

systems with such lack of formalised controls. The external auditors in their draft 

management letter dated 7 Februru.y 2012 also refer to a number of areas where 

they are of the opinion that controls need to be implemented or improved. 

9.17 Our role does not extend to developing a detailed system concerning governance, 

processes and controls. We are willing, however, to provide further comments to 

management that may assist in determining and implementing necessary changes. 
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Whose Fault? 

9.18 We have not sought to allocate responsibility for the present unsatisfactory 

situation. It has prevailed for many years. What matters is to fix it. Internal 

controls are the responsibility of both Union Council and senior management. 

The Audit Process 

9.19 Auditors do not just sign off on the fmancial report as representing a true and 

fair view as to a company's position as at balance date. They also draw to the 

attention of management and the governing board any procedures they have 

observed which give rise to risk of losses to the company. This is generally done 

by way of a management letter. 

9.20 BDO has been the Union's auditor for a number of years past. We have been 

advised no management letters have been sent over those years. Whether or not 

the audit partner drew matters to the attention of management, otherwise than in 

writing, we cannot say. This year two things changed. First, the former BDO 

partner responsible for the )IUdit in previous years changed and a new audit 

partner was appointed. Secondly, there was substantial overlap between the time 

when the audit was conducted and when our inquiry was under way. During that 

time Robertson spoke to BDO and pointed out the lack of management letters in 

previous years. 

9.21 On 7 Februaty 2012, BDO wrote the letter which appears on the next page. 

After request and delay it was provided to us by Union management. The 

appendix to that letter is Appendix 2 to this report. The BDO letter highlights a 

number of areas where internal controls are either weak or non-existent. 

9.22 We recommend that the Union call tenders for auditing setvices, consistently 

with [9.12] above, as soon as is practicable. 
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IBDO 

Committee of Management I Councillors 
Health Servtces Union East and 
Health Servtces Unfon East Branch 
level2, !09 Pitt Street 
Sydney NSW 2000 

7 February 201Z 

Dear Committee of Management I Counctllors 

MA1TERS ARISING FROM OUR AUDIT Of: 

llll' '')I L 'Uij'Q,')!l'} 
!'<'!>:' '61 l 921\lt !l'itJfJ 
www,bdo.com.au 

HSU EAST FOR THE YEAR ENDED 30 SEPTEMBER 2011 

'-•'Ytt }O}_ ,' ~<1(1<(1 1 t\ 

:iv(h\t'V u~w lth11, 
GPO 11?); :!.JSI S'tdt'• ... ,·•l',\. ·~·' 
Ahslmlm 

HEALTH SERVICES UNION EAST BRANCH FOR THE YEAR ENDED 30 JUNE 2011 

During the course of our audit of HSU East ('the Union') for the year ended 30 September 
2011 and Health Services Union East Branch ('the Branch'), we !dentiffed matters that may be 
of interest to management and those charged wtth governance. 

Appendix I to thi~ letter sets out our findings which we would like to bring to your attention. 
We have discussed this letter In draft form wfth the Acting General Secretary (Mr Peter Mylan) 
and Chief Ffnanc!al Controller (Mr Barry Gibson). We understand they wtll consider the 
matters raised by us along with th~ report to be received from Independent Panel of Experts, 
and formulate an appropriate action plan In response. 

We remind you that the objective of an audit is to obtain reasonable assurance whether the 
financial report is free of any material misstatement and It Is not designed to identify matters 
that may be of Interest to management In discharging Its responsibilities. Accordingly, our 
audit would not usually identify all such matters. 

This letter Is prepared solely for the information of management and fs not intended for any 
other purposes. We accept no responsibility .to a third party who uses this communication. 

We shall be pleased to discuss wtth you further any matters mentioned in this report at your 
convenience. 

Yours faithfully 
BOO Audit (HSW·ViC) Pty ltd 

Jeff Abela 
Director 

Cc. Peter Mylan, Barry Gibson, 
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CHAPTER 10 - GOVERNANCE ISSUES 

10.1 This chapter deals with issues of governance, and reconunends certain changes. 

Most will require, for effective implementation, change to the rules of the Union. 

If that is to happen, there will have to be acceptance by those who run the Union 

of the need for change, and probably also pressure from the general membership. 

Union Council 

10.2 By the rules of HSUeast following amalgamation, and in particular rule 15, the 

affairs of the Union are vested in the Union Council which comprises 76 

members as follows: 

"(a) General Secretary (1) (elected i<J and from the members qf the 
Branch) 

(b) Executive Presicknt (1) (elected lry and .from the members qf the 
Branch) 

(I) Depury General Secretaries (2) (elected i<J and from the members qf 
the Branch) 

(d) Divisional Secretaries (2) (elected lry and from the members qf the 
Brmtch) 

(e) Assistant J)ivi.Iional Secretaries (2) (elected lry and ftYJm the 
members qfthe Branch) 

(f) twcnry-one Councillors .from Hospitals or Health Services one qf 
whotn shall come ftYJm Health Managers Sub-Branches and with at 
least t1vo but not more than three Councillors being drawn from each 
qf the eight Area Health Smices (refir note 1) (elected lry the 
membership qf the Branch fom members qf the Branch in New 
South Wales) 

(g) Twen!J General Representatives from New South Wales (elected ry 
the membership qf the Branch from members in New South Wales) 

(h) Tlvenry-thm Councillors .from Victoria (elected lry the membership 
qf the Branch from ttmnbers qf the Branch in Victoria) 

(i) One Councillor fom a private hospital (elected i<J and jYJm the 
members qf the Branch) 
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(J) One Councillor from an aged care facili!J (elected try and from the 
members if the Branch) 

(k) One Councillor from an A?nbulance Service (elected try and from the 
members if the Branch) 

aJ 011e Councillor from the Australia11 Capital Tenitory (elected fry the 
members if the Branch from members in the ACI)." 

and a fi.u:thex 4 following election of the President and 3 Vice-Presidents who are 

elected by and from the Council. By.rule 15 (4): 

'Where a member of the Union Cou11cil becomes the President or a Vice· 
President, he/ she shall cease to be and act as a member if the Union Council 
and the office previously held shall be a casual vacanry and filled in 
accordance with rule 18. " 

10.3 We note that by rule 15 (3): 

"All of the members if the Council shall have a vote on the Council except 
for the Divisional Secretaties, the Assistant Division Secretaties and any 
other emplqyees if the Branch who hold office. " 

Union Elections 

10.4 By rule 17, members of Union Council are elected evety 4 years, and hold office 

for that pexiod. However there has not been a contested election since 1999. On 

each occasion since a slate of candidates, called the 'Williamson ticket'~ sufficient 

to fill all vacancies but no more, nominated. Each candidate was elected. 

10.5 All candidates on such a ticket are beholden to the leader of it: the General 

Secretary. With his support, they become members of Union Council. That 

carries with it responsibilities, but also prestige and monetary benefits. Nearly all 

of those on the Williamson ticket support whatever he wants at Union Council 

level, and can be relied upon to vote as a block. These people clearly belong to, 

or travel along with, a faction which has run the Union for the past decade or 

more. And the leader of that faction is Williamson. 
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10.6 What has just been said was ttue up until amalgamation. It is unttue, or less ttue, 

now. On some issues nearly all the NSW members of Union Council take one 

position, and nearly all the Victorian members take another. But that has to do 

with conflict, and little to do with a functioning democracy 

Size of Union Council 

10.7 There is meant to be an Annual Delegates Convention, to be held each June. In 

2011, a Centenary Convention was held in November, as the original predecessor 

organisation of HSUeast was registered on 12 October 2011. This year, we are 

told, no Convention is to be held. How this can be is a mystery to us, as by rule 

36 (a): 

':An Annual Delegates Convention of the Union shall be held within the 
month of June (the first being in June 200 7) at such time and place as the 
Union Council mqy detmnine ... ". 

but that power .of determination does not extend to not holding a Convention 

one year, or to holding it outside June. 

10.8 In any event, there is meant to be and generally is a Convention each year. Each 

Sub-Branch sends a voting. delegate, and depending on size may send up to 4 

non-voting delegates. The Convention contributes to the democratic functioning 

of the Union, although we note that by r. 36 (i) it has no power '~o exercise a'!Y of 

the jimctions of management': 

10.9 Given the requited frequency of meetings of the Convention, which we are told 

are well attended and often lively affairs, it is quite unnecessru:y that there should 

be a Union Council as large as it is. Most large public companies in Australia have 

boards of directors comprising 10 or 12 members only. Because of the size of the 

Council and the way in which it has since 1999 been elected - see (1 0.4] ab0ve - it 

functions like a members' congress, or a powerless parliament, not a board of 

directors. Such a board is requited to make decisions for the good of members 

generally, which decisions are then implemented by management. An additional 

benefit of radically reducing the size of Union Council, apart from giving it some 
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real power, is that there would be a greater likelihood of real elections for 

membership. This is in contrast to the present situation where those on a ticket 

are elected unopposed. 

General Secretaty /Treasurer 

1 0.10 In some organisations - indeed in some countries - nearly all effective power is 

exercised by an individual, perhaps called the President. In a golf club that may 

not matter much, but in a union it matters greatly. One reason is that such a 

person tends to have allies, and to see all others as enemies. The latter are frozen 

out. Also ideas are better generated where power is dispersed, not centralised. 

And it is hard to make individuals properly accountable if they are all under the 

command of one person, as has been the case in HSUeast. By r. 24, the General 

Secretary is the chief executive officer, the keeper of the minutes, the keeper of 

the register of members, the holder of Union property, and '~hall tun the qffoirs of 
the Union between Union Council meetings': By r. 25, each of the Executive President, 

the Deputy General Secretaries, the Divisional Secretaries and the Assistant 

Divisional Secretaries are '~ubject to the direction of the GeneralS ecretary': 

10.11 Rule 15A sets up an Executive Committee. It comprises the General Secretary, 

and each of those persons just mentioned. They have all been under his 

command. It must be ~pected that the Executive Committee will did his 

bidding. And that Committee has power by r. 15A (b), subject to the rules and 

Union Council, to '~onduct and manage the affairs of the Union and between meetings of the 

Union Council mtf)l exm:ise all the pmvers of Union Council" save power to change the 

rules, or the pay or conditions of employment of full-time paid officers of 

HSUeast. · 

10.12 We can find nothing in the rules which requires that the General Secretary also 

be the Treasurer of the Union. However that is how it is in practice. In the 2011 

Centenary Convention Journal, he was described as such, and at pp. 12-25 Mylan 

reported as ':Acting General Secretary/Tnasurer". 
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10.13 !tis highly desirable that the functions of General Secretary and Treasurer should 

be held by separate individuals, with the latter not being subject to the direction 

of the former. The Treasurer should have responsibility for property and 

flnances, for bringing forward an annual budget and cash forecast, for 

supervising preparation of periodic and annual financial statements, and for 

dealing with the Union's auditors. 

Employees as Council Members 

10.14 At present, by xule 15 (3), each member of Union Council has a vote '~xcept for the 

Divisional Secretaries, the Assistant Divisional Secretaries atid any other en;playees of the 

Branch 1vho hold office': So the strange situation is that there are members of 

Council who are elected, accordingly have their employment situation with the 

Union entrenched and protected, are members of Union Council but cannot 

vote. There is no point in having them on Union Council as non-voting 

members. And it would be better for the Union if they were ordinary employees, 

capable of being dismissed in the ordinary way for misconduct or incompetence. 

10.15 We recommend that the Union <;:ouncil comprise: 

(a) 

(b) 

(c) 

not more than 12 directors, the number to be decided by the Union, 

of whom one only, the General Secretary, be a paid employee of the 

Union, and 

that the Council elect from its number 3 other officeholders, namely, the 

President who will preside at all Union Council meetings and 

Conventions, a Vice President who shall so preside if the President is 

absent, and a Treasurer who will have the functions stated in [1 0.13] and 

convene and preside over meetings of the Audit and Compliance 

Conunittee. 

10.16 It is a nice question whether the board should be elected by the membership of 

the Union as a whole, or by discrete groups within the Union. We favour the 
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fO!mer as being more generally democratic. We recommend that rule 17 (d), 

which allows for a team nomination or ticket, be dispensed with in its entirety. 

The Election Process 

10.17 Because there have been no real elections since 1999, the great majority of 

members of Union Council have been appointed to casual vacancies. By r. 18, 

such vacancies are filled by Union Council 

10.18 The process that should be followed, but is not at present, is that casual vacancies 

be advertised widely within the Union, members encouraged to put their names 

forward with biographical and other information, and then a Union Council vote 

held. At a minimum, casual vacancies should be advertised in any two out of 

three of the Union Journal, the newsletter which is distributed with frequency, 

and the weekly television program. Even more obviously, the elections - held 

every 4 years - should be advertised both early and widely within the Union. A 

culture of engaged participation by members can only lead to a better Union. 

Audit and Compliance Committee 

10.19 Williamson has for years past decided the membership of Union conunittees. 

Ted Hinge, who has been i member of Union Council since early 2008 when he 

filled a casual vacancy, wanted to become a member of the new Audit and 

Compliance Committee after the amalgamation. He approached Williamson to 

that end, was unable to attend the next meeting of Union Council, and when he 

got the minutes found he had missed out. He sent Williamson an email on 9 

September 2010 part of which read: 

"Can you please enlighten me as to what process was followed with regard to 
the nomination and appointmmt of Council members to the Audit and 
Compliance Committee. " 

to which Williamson relied the same day: 

''Hi Ted, tvilt give yott a call. I remember our conversation rc your interest all 
0 K. Will explain. Michael. " 
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10.20 Williamson rang and told Hinge that some people had been on the committee for 

years, and "we owe them, but you will be the next cab off the rank", or words to that 

effect. 

10.21 Hinge told us that the committee comprises individuals chosen by Williamson, 

who individually and collectively lack either the ability or the inclination, perhaps 

both, to ask questions concerning accounts and finance. This tends to be borne 

out by our perusal of minutes of the Audit and Compliance Committee, and the 

Finance and Audit Committee which preceded it. The meetings were invatiably 

short - typically they lasted for 15 or 20 minutes only - and the minutes follow 

much the same form, meeting after meeting. So far as appears from the minutes, 

the committee did not closely scrutinise figures or other information presented to 

it. And a person such as Hinge could have made a real contribution to the 

functioning of the committee. He is an accountant, presently working as property 

manager for the South Eastern Sydney and Illawarra Area Health Service, and has 

much experience with budgets and financial statements. Had positions on the 

committee been chosen on merit it is hard to see how he could have not been 

chosen. 

10.22 We recommend that the rules be changed so as to requite that the Audit and 

Compliance Committee comprise 5 members, one of whom is the Treasurer, the 

others being chosen by Union Council, not the General Secretary or the 

President. Its functions should include preparation of the budget and cash 

forecasts, close examination of regular - monthly or quarterly - financial 

statements, and protection of the property of the Union generally, including 

money and all other assets. 

Internal Control 

10.23 Internal Control can be described as: 

'~process, effected 0' an entity's board of directors, ma11agemcnt and other 
personnel designed to provide reasonable assurance regarding the achievament 
of objectives in the following categories: 
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e effectiveness and ifliciency of operatiotJs; 
e reliability in reporting; 
e compliance with applicable laws and regulations. 

Internal control can be considered an integral part of an organisation's 
governance and risk mcmagement !)~Stem - efficted, undmtood and activefy 
followed by the governing body, management and other personnel - to exploit 
the opportunities and to manage the risks in achieving the organisation's 
objectives . . . all orgm1isations, no matter their si!(! or structure, private or 
public, should have an appropriate intemal control !)~Stem in place. " 

- see the December 2011 report of the Committee of Sponsoring Organisations 

("COSO') of the Treadway Commission. 

10.24 The five components of internal control (relating to each of the thtee mam 

categories referred to in 1 0.23) can be described as: 

0 Control Environment 

.. Risk Assessment 

Control Activities 

0 Information and Communication 
I 

Monitoring Activities. 

10.25 We have been advised that the Union's system of internal control has not been 

documented. This does not mean that a system (or patt thereof) does not exist. 

Many procedures and customs adopted by an organisation and its staff and 

management may have evolved over many yeats as a partial development of a 

control system. The lack of a formal documented system of internal control, 

however, has inherent limitations: 

(a) non-documentation makes it impossible to determine the extent and 

sophistication (or otherwise) of any controls that may exist; 

(b) the system cannot be tested or monitored; 

(c) changes in employees and Councillors will, most likely, result in any 

procedures and controls being partially or completely lost; 

82 



10.2r 

10.27 

\ of the system of internal control cannot occur. 

.ne basic (non-documented) procedures in operation, it is our 

..ne Union does not have in place policies and procedures that can be 

<'.roperly described as a system of internal control. The Union should embark 

immediately on the formation and implementation of such a system. To the 

extent that established rules and procedures exist, they should be documented as 

a matter of urgency in a most basic and summarised manner (i.e. in bullet point 

form unless more detail is required) to enable existing procedures to be 

maintained, but without incurring substantial costs on recording these procedures 

that are likely to be changed substantially. 

When formulating the system of internal control, the following areas should be 

included: 

• procurement processes (tenders, orders, authorisation, payments) 

• property management 

o credit cards 

• expense reimbursement 

o recruitment, employment and remuneration/paywll processes 

o accounting function (including recording processes, reconciliations and 

review of general ledger and expense allocation) 

o cash controls (bank reconciliations, profit budgets, cash forecasts) 

• capital expenditure budget 

• management reporting framework 

• records retention and business continuity/ disaster recovery plan 

• segregation of duties/responsibilities in all aspects of operations to 

underpin effectiveness of internal control system 

o membership (recruitment, billings, services, registers) 

o asset protection (registers, invent01y controls, insurance). 

This task is formidable and it may be appropriate for the Union to formulate a 

plan and prioritise components of that plan. 
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10.28 We recommend that the Union undertake a comprehensive review of its internal 

controls, with a view to enhancem~nt as necessaty, consistently with this report. 

In Conclusion 

10.29 This much of this final chapter had been written when the administrator was 

appointed: see [1.20] above. By fmal order made by the Federal Court on 21 

June, all elected positions have been declared vacant. The Union will be under 

administration for 120 days from that date, possibly less, quite likely more, given 

the tasks that have to be performed before fresh Union Council elections can be 

held. The administrator can do many necessary things - for example, fix all 

aspects of the procurement and employment processes of the Union, rationalise 

staff, call tenders with suppliers, and consider whether proceedings for unjust 

enrichment should be brought - but he cannot achieve a democratically 

functioning union. That must await resumption of control by Union Council. 

Then it will depend upon accep~ance by all concerned that the Union has not 

been governed for and by the members, as it ought to be, over a past extended 

period. And that this must change. 



APPENDIX1 

IANTEMBYQC 

Bom in Perth in 1942, Temby obtained a law degree with honours from the University 

of Westem Australia, was admitted as a solicitor in 1966, and became a member of 

Northtnore Hale Davy & Leake. He went to the independent Bar in 1978 and was 

appointed as a QC in 1980. Temby is a former President of the Law Society ofWA, and 

of the Law Council of Australia, which is the peak national. body for lawyers. 

Temby became the first Director of Public Prosecutions for the Commonwealth in 1984, 

and . the first CotrU:rlissioner of the Independent CotrU:rlission Against Corruption in 

Sydney in 1989. Since 1994 he has been in private practice as a barrister in Sydney. He is 

a long-serving member of a Bar professional conduct cotrU:rlittee, has been on the 

Council of the Bar Association for several years and is =rendy serving as Treasurer. He 

was appointed as an Officer of the Order of Australia for his services to the law. 

DENNIS ROBERTSON FCA 

Robertson is fellow of the Institute of Chartered Accountants in Australia. Born in 1949, 

he joined the frrm which is now Weston Woodley & Robertson in 1968, and became a 

partner in 1973. He is registered as a tix agent, and was registered as a company auditor 

for 38 years until201 0. 

Robertson has worked continuously as an accountant for 45 years. He has experience in 

a range of industries including hospitals (public and private), construction and property 

development, multi-national companies, trade unions, government bodies, law fttms and 

financial institutions. His work has chiefly been in the audit and business services areas, 

Robertson has conducted investigations both local and overseas for business and 

company acquisitions, and has acted as an expert in litigation, including for the liquidator 

of Spedley Securities Limited in actions against former auditors and other parties, and for 

the Bar Association in disciplina1y matters. 

Robertson was a member of the Institute of Chartered Accountants National Audit 

Advisory CotrU:rlittee for a number of years. He was granted the Institute's Meritorious 

Service Award in 2003. 
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APPENDIX2 

APPENDIX TO LETTER FROM BDO TO COMMITTEE OF 
MANAGEMENT /COUNCILLORS, HSU east, 7 FEBRUARY 2012 

3. SEGREGATION OF DUTIES· ADMINISTRATION ACCESS TO THE 
GENERAL LEDGER 

Obsetvation 

The ftnance team currently have administrator access to the general ledger system, 
MYOB. 

Implication 

Administrator access in MYOB allows a person to go back, delete and modify 
transactions without an audit trail to track and report such changes. 

Recommendation 

We recommend someone independent of the accounting department be assigned 
administrator access to MYOB. This could be the IT personnel. The systems settings 
should be established to ensure the audit trail reporting is always on, and change requests 
are made ouly on proper approval of the request. 

The ftnance team should only have user access. With a user access, incorrect postings 
have to be corrected through journal entries, which provide an audit trail. 

4. REGISTER OF RELATED PARTIES 

Observation 

We noted that several related party relationships exist, some of which are disclosed in the 
statutoty finance report of the Union and Branch and others that are not required to be 
disclosed but are relevant to Council decision making. 

Implication 

Related parties are· a source of conflict of interest that may result in inappropriate 
. dealings by the Union with related parties. 

Recommendation 

We recommend that a "register if related parties" be maintained. 

Such a register would identify related parties, the Union's business dealings with the 
related party and details of authorisation/approval of the arrangements. We believe 
related parties should be broadly defined to include any person or entity for whom there 
could be a perceived "conflict if interest': This deftnition would be beyond the defmition 
described in Australian Accounting Standards for statutory reporting purposes. 
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Good governance practices would requite that where there is a potential conflict of 
interest that the Officer ox staff member involved abstain from the decision making. 

If a business dealing is independently approved, we recommend it be recorded in a 
"related parties register" for transparency and reference be newly appointed Officers. 

5. LONG SERVICE LEAVE RECORDS 

Observation 

We noted that the leave liability report has some software llinitations and does not 
accurately record long service leave entitlements (LSL). In all instances, it appears that 
once an employee as a full entitlement to LSL after 10 years, the subsequent incremental 
accrual is not accurate. 

However, we also note that when LSL is paid out or taken, a manual determination is 
made from underlying personnel records maintained. 

Implication 

The LSL provision reported in financial reports may not be accurate and the leave 
liability report is not necessary reliable for all individual employees. 

Recollllnendacion 

We recollllnend that further consideration be given to using more accurate software for 
automated leave liability records. 

6. RECONCILIATION OF MEMBERSHIP SYSTEM TO ACCOUNTING 
SYSTEM 

Obse1vation 

We noted that the separately maintained membership system is not compared with the 
accounting records. 

Implications 

Without comparing the data from one system to the other, there is no way of ensming 
that they are recording the same transactions or that income is complete. 

Recommendation 

Reports should be made available from the membership system on a monthly basis 
which are then tracked back and compared with the MYOB general ledger income 
balance. 
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7. EXCESSIVE ANNU AL LEAVE BALANCES 

We noted excessive balances 
''leave liability report" for man 
entitlement balances as at 30 S 
1,500 hours or more for longs 

of annual leave and long service leave accrued per your 
y employees at year end. We note below those with 
eptember 2011 or·SOO hours or more for annual leave and 
ervice leave: 

·. 

Staff Name Annual Leave Hours Long Service Leave 
More Than 500 Hours Hours More than 1,500 

Hours 

A.Anset 681 
B. Moran 722 
M. Bolano 807 
R.K. Feithem 875 1,923 

772 
1,066 
976 
453 

C.R. McMillan 864 
P .. M lao 837 1,923 
M.A. Williamson 539 2,216 

Implication 

leave can lead to issues including staff fatigue and 
en regularly. Internal controls can be enhanced by staff 

Accumulation of excessive 
performance, if leave is not tak 
taking annual leave of at least 
other responsibilities. The takin 
with annual leave being paid afi 

2 weeks as 6ther staff are able to be trained in taking on 
· g of leave also reduces the incremental cost associated 
ter successive pay rises and improves cashflow. 

Recommendation 

We recommend that a polic y be formulated ill respect of accumulation of leave 
entitlements. 

8. CASH FLOW FORE CASTS 

Observation 

In our opinion the Union has 
The Union's bank facilities a 
forecasts are not pxepared for f 

cashflow pressures which need to be carefully managed. 
re currently being negotiated. We noted that cash flow 
uture years. 

Implications 

The union has a significant loa ns balance payable with regular repayments required. 

forecasts it will be difficult to determine the cash 
in an increase cost of finance and incorrect decision in 

Without preparing a cashflow 
requirements. This may result 
respect of discretionary spend, for instance to purchase or sell properties. 

88 

' 

. 



Recommendation 

Cash-Flow forecast and comparisons to actual cash flows should be provided to the 
Committee of Management on a regular basis. 

9. ACCOUNTING RESOURCES 

Observation 

We noted that the Chief Financial Controller has a significant workload which includes 
all accounting and associated financial reporting and transactions, as well as managing the 
Union's properties (which is not outsourced): 

We do note that some changes ate occurring in the Finance Department with expected 
staff movements. 

Implications 

The resources in the accounting management and property areas may be insufficient. 

Recommendation 

We recommend that the 1·esourcing of finance department and property management 
functions be assessed in detail. 

10. CREDIT CARD APPROVALS 

Observation 

We have observed that there are internal control procedures reqUlllUg credit card 
transactions to be supported by appropriate invoices/receipts and that during the year we 
noted that these were approved. · · 

We note that credit card approvals for the Secreta1y are performed by the Deputy 
Secretary. 

Implications 

Because the Deputy Secretary is junior to the Secretary, this internal control may not be 
effective. 

Recommendation 

We recommend considering having the Secretary expenses approved by the President as 
we consider this to be more appropriate. 
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11. CREDIT CARD POLICY 

Observation 

There is on credit card policy covering the purpose and use of individual credit cards, for 
employees to sign upon receipt of a Union Credit Card. · 

Implications 

Employees may use the credit card in a way that may be considered to be inappropriate 
by management. Without written policies and agreed terms· and conditions as to its use 
with the staff member, it may be difficult to take action against the staff member for 
inappropriate use of the card. Also management approving the payments do not have a 
clear direction on the approval of the amounts charged or if they should be referred to a 
higher authority. 

Recommendation 

Card holders should be made aware of their rights and responsibilities when receiving a 
credit card. We recommend that the Union introduce a clear written policy for all 
members of staff that have credit cards. Staff member should only have a credit card if 
they have sigoed and agreed to all terrns and conditions of its use. 

12. PROPERTY, PLANT AND EQUIPMENT 

Fixed Asset Register 

Observation 

The Union maintains its register on excel spreadsheets. 

Implications 

Excel is not a robust system to maintain the size and nature of the assets of the Union 
currently owns. It's very cumbersome to work on excel spreadsheets especially due to the 
substantial amount of assets. 

Recommendation 

We recommend you invest in a suitable system to replace the excel flxed assets register. 

13. PROCUREMENT 

Observation 

We are not aware of the Union having any documented policies m respect of 
procurement of significant goods and services. 

Implication 
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The union may not be securing the best value. Committee·of Management may not be 
able to make meaningful assessments if not supplied with appropriate comparative data 
to make an informed decision. 

Recommendations 

We recommend that a procurement policy be established setting out the requirements 
for: 

" Selecting suppliers 
" Contracting for ongoing supply of goods and services 
• Monitoring quality of service and delivery. 

14. APPROVAL OF CAPI'I'AL AND SIGNIFICANT EXPENDI'I'URE 

Observation 

The Union's regulation, state that any expenditure between $100,000 and $200,000 needs 
to be approved by· the Audit and Compliance Committee. Expenditure over $200,000 
needs the approval of the Council 

We noted during the year ended 30 September 2011, that the review and approval of 
expenditure by the Council only happens after the payment is made. 

In the conduct of our work we did observe appxovals for expenditure below $100,000 in 
line with the above requirement. We did not o bseJ:ve the requirements being met in 
respect of capital expenditure exceeding $100,000. These expenditures were ratified by 
Council after being paid. 

We regard the requirement of the. regulations to be that of "pre-approval" i.e. before the 
expenditure is committed to rather than ratification. 

Implication 

Transactions may be inappropriately authorised. 

Recommendation 

Significant capital expenditure to be undertaken by the Uruon should follow the 
authorisation procedure above. A:ny capital expenditure exceeding $100,000 or $200,000 
should be authorised by the Audit and Compliance Committee or the Union Council, 
before the project commences. Subsequent payments should be approved in accordance 
with the pre-approved expenditure budget. 
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