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LIST OF RECOMMENDATIONS
We recommend that:

1. The Union call tendets, 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 oz
either of them) from the process. That may be justified. The question is one fot

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 2 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 setvices. At the very least, the Union should
ensure that a2 contract is entered int({) between itself and its IT supplier, whether

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

4. The Upion formulate, document and adopt procedutes to be followed in
recruiting and promoting staff, with insistence on metit selection being the
centtal 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 accordance 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 Septembet 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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permission of Union Council. Further, that it consider a change in the Union
rules requiring that any income detived 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. [8.10]
‘The Union introduce controls on its procurement practices, as follows:
° obtain at least two ptices before ordeting any goods ot services;

o establish a formal process and documentation for the calling of tendets or

exptressions of intetest.

° ensute that formal tenders or expressions of interest axe 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

approptiate);
/
e in such cases, do this regulasly 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 services actually

provided, and any shostcomings;

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

the payment approval process;

s formalise authorisation,/ payment processes, and incorporate requirements

as to appropriate levels of seniotity and segregation of duties/

responsibility;



10.

11.

12.

13.

® compate actual levels and timing of expenditure throughout the year with

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

° require 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 tendess for auditing setvices, consistently with [9.12], as soon as is

practicable. [9.22]
Union Council comptise:
(z) not more than 12 directors, the number to be decided by the Union,

{b) of whom one only, the General 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 Treasuter who will have responsibility for propesty and
finances, for bringing forward an annual budget and cash fotecast, 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. (10.15}
Rule 17 (d) be dispensed with in its entirety. [10.16}
Union elections be advertised both eatly 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, membets be encouraged to put their names forward with biographical

and other information, and a Union Council vote then be held. [10.18]
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14.

15.

The Audit and Compliance Committee be reconstituted to comptise 5 members,
one of whom is the Treasurer, the balance to be chosen by Union Council, not
the General Secretaty or the President. That Committee to have responsibilities
including approval of budget and cash forecasts, close examination of regular -
monthly or quarterly - financial statements, and protectioﬁ of the money and

assets of the Union, [10.21]

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

to enhancement as necessary consistent with this report. [10.28]



CHAPTER 1- THE INQUIRY

Union Resolution

1.1

1.2

HSUeast is an industrial union registered under the Industrial Relations Act 1996
(NSW). The Health Services Union, which is registered under the Fair Work
(Registered Organisations) Aot 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, metged with the New South Wales Branch of the
Fedetal 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 mdustries.

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

from the minutes of 2 Council meeting on 22 September 2011:

“Union Council notes that the General Secretary has been subjected to
allegations in the media which have now been referred to the NSW Police.

Union Council determines that the assistance of appropriate independent
experts be sought by the Wnion to ensure thar the members’ interests are
prozected by investigating these reatters properly and transparently.

Resolution:

Moved P. Mylan —] Fitzroy that Union Council resolves to request that the
President of the Bar Assoctation of New South Wales select an Independent
Panel of Experts to review and investigate the following matters:

° The adequacy of governance arrangements and business practices of
the HSUeast including those associated with lenders, recrustment
and expenditure,

° Aecess to financial and business related information for HSUsast

rembers lo ensure the appropriate level of sransparency and serutiny.

® The policies and procedures and the potential for conflicts of interest
Jor HSUteast Officers, or staff holding Directorships on Boards or
shares| ownership in excternal companies parficularly in companies
which are alse suppliers of goods and services 1o the HSUeast.

® Polities around the use of HSUsast and cotporate credit cards.
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e Other matters as determined appropriate by the Independent Panel.

The Independent Panel shall consist of not less than 3 persons. At least one
shall be a chartered acconntant with no less than 10 years experience. At
least one shall be a lgal practitioner with experience of industrial
organisations and with no less than 10 years experience and one shall have
excperiense in maiters relating to the governance of organisations,

The reasonable remuneration of the Independent Panel members shall be met
by the Uniton and the Independent Panel shall report to Union Couscil,

Noting that a police investigation is underway in telation to maiters
potentially relevant 1o the Governance Review, Union Council also notes that

the work of the Tndependent Panel should be condvcted at afl times so as not
1o prejudice the Police Investigation.

In -the intsrests of the members, the Union and having regard io the
establishment of the Independent Panel, the General Secretary bas decided to
step aside from bis 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 wiilise /m own leave

entitlements wi)z!.rt absent from bis position,

That tbe D@z@y Geﬂeml Secretary Peter My[an 25 appozm‘ed o act as
G, sneml Y emz‘agy

Divisional S emz‘ag.‘ Gerard Hayes is directed to linise with the Union
members and the media in his continued capacity as a rember of the
Representative Body. . !

Motion pur and carried unanimonsty.”

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
membets. 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 Novembet 2011 decided that the
mvestigation could and should be conducted by the other two nominated by the

Bar Association President. They ate, in ordet of nomination:

J Tan Temby QC, Batristet

® Dennis Robettson, Chartered Accountant




1.4

1.5

Shozt professional biogtaphies of both men are to found in Appendix 1.

This is theit report. Temby had principal responsibility fox Chapters 1 to 3, and §
to 8, and Robextson for the balance of the report, They take joint responsibility

for the report: hence the frequent use of “we” from now on.

In what follows people are generally mentioned by surname only, without a
preceding “Mr.”" ot ‘Ms”. This is done in the interests of consistency and

economy: o discoustesy 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 Centtal
Coast. He was formerly the National Secretary of the Federal Union. Many see
him as a protégé of Michael Willlamson, who has for a long time been the

General Secretary of HSUeast, and its predecessot.

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

/

‘T am the President of the Federal ALP, a member of ALP Industrial
Commitice, Execntive member of the ACTU, Vie President of Unions
NSW, Vi President of ALP NSW Branch, Trustee on First State
Super, Director UE Pty. Ltd, Director IPO Pty. Ltd, Member of the
Australia Day Counci! and Unions NSW Finance Committee.”

KCathy Jackson is the National Secretaty 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 wete 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 soutce of the

allegations against both men.
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1.10

If media repotts 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

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

The Allegations

1.11

1.12

1.13

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 - propetly and transparently.

Accordingly, it is allegations against Williamson, not other people, which form
the basis of the Inquity. We note in passing that cettain allegations have been
made against others, includmg Jackson. To the extent we have looked into the
conduct of othets, it is because they ate said __t_é_ have been involved in alleged
misconduct by Wilhamsoxa The allegations examined range from inapproptiate
conduct to, the suggésti.c_'a_:ﬂ. is, critninal misconduﬁt. Having said that, we are not
empoweted to reach éof_n_:iusions as to whether or what crimes have or might
have been committed. Un_der Auéttalian law, that is the exclusive prerogative of a
Couzt duly constituted, which in relation to serious allegations would involve trial

by juty.

The allegations, drawn laigely from media teports but clarified somewhat by a
conference with Jackson and a letter with enclosutes which she sent to the NSW

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

Connmunigraphix

The amounts chaiged by Communigraphix for producing “Health Standard”, a

journal which goes out to membets, are said to be well in excess of matket rates.

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

with Amex cards which were used for personal benefit.

10




Access Focus

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

wete 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 management system, while United Edge was submitting

bills for the same service.

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 Macquatie.
Nepotism [ Cronyism

° It is said that the Union employs a number of Williamson’s farnily and friends,

the implicit allegation being that he has looked after them at the Union’s expense.

11
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° It is alleged that Williamson’s son Christopher uses a2 Union property for his own
putposes. |

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

Eisccessive Bengfits

® It is alleged that Willlamson has a numbet of iwell-remunerated positions,

obtained by reason of his long service as General Secretafy 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 tesolution of Umon Council, we had no statutory
powers. We could not, as Police can, obtain search watrants. We could not, as
can a Special Commission of Inquiry, summon W,ttnesses or oblige them to sweat
ot affirm that they would tel_l us the truth. Indeed we could not make anybody
talk to us, and as will appear, some key p’eé?l& declined to do so. In the
circumnstances it is unsutptising that in some respects we have been unable fo
draw final concl}zsions. 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.

B - 1.15  Pasts of the report, in draft form, wete 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
docaments. The individual chiefly involved was Peter Mylan, the Acting Genetal

Sectetaty. Of necessity, we have had to work with the matetial provided to us.

12



1.17

1.18

1.19

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
mote than once becanse we did not well appreciate all the consequences of there

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

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.

Since the repott was latgely 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
tepotting to him, not Union Council. That is in one sense a pity: it would have
been instructive fot Council members, and indeed Union members generally, to
have our repott. We express the hope that the administrator will take forceful
steps, in a timely fashion, to fix the more grave defects in the Union, and hand it

back to the members in a better state than it now is.
/

13
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CHAPTER 2 - COMMUNIGRAPHIX

2.1 Cominunigraphix 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

22  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
for
The Health Standard Joutnal $2,377,193.08
HSU History Project $195,300.50
Other ' o $555,470.23

$3,127,963.81
/
2.3  What did Communigtaphix do for this® Most of the money went towatds

2.4

publication of the Unton Joutnal, which is sent out to each member a numbet of
times - formerly 11, now 6 - each year. Communigraphix 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 earliex

figures were for 11 per annum, and the last was for 6 (latger) 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 eatlier of

which was matked as a draft, at HSUeast Executive Comtnittee teleconferences

held on 25 August 2010:

14



2.5

‘UNION JOURNAL

The General Secretary advised that it was bis infention to advise Union
Council that the production of the Union’s journal, Health Standard shosld
now be only G editions per annuz. He advised that the reason for this
decision was based on the fact that the number of pages in the jowrnal wonld
have to be increased fo allow for information regarding our Viclorian
smembers and if we continug to produce the journal 11 times a year ar we
currently do wonld kad to the total cost of production and mailing of the
Journal o approximately §1.1M per annum.

The General Secrstary advised that be was of the view that # was now
appropriate fo seek expressions of inierest from a number of Organisations ¥
asceriain the best price for the production of a new 48 page journal on a 6
issue per annun distribution.

The General Secretary is further of the view that an independent consuliant
should be sought to seeke the expressions of interest.”

and on 17 September 2010:

“HEALTH STANDARD CONTRACT

On 25 Awngust 2010, the Executive Committee received a Report regarding
the contract for the Health Standard, The Health Standard is now to be 6
issues per year and a Consuftant was engaged to seek Excpressions of Interest

to supply the magasine.

Four BEOI’s were received and the current provider, Compmmunipraphiz
provided  the cheapest quote. The General Secretary noted  that
Commmnigraphis: has provided an excellent service to HSU NSW.

RESOLUTION

Moved K. Seymour{ C. Glen that the EQI jfrom Communigraphix Pty.
Litd. be accepted. Further, the General Secretary is requested in light of this
resolution to now contast the Union’s lawyers requesting that they draw up a
5 year contrast between Communigraphix and HSU East.

Motion put and carried.”

On 22 Februaty last we sought from Mylan the name of the consultant, his or hex
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 Apil, Mylan told us:

15
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2.6

2.7

“9

I am unaware who the appointed consulfant was.
The report referred to in the minntes from recollection was a verbal report.

I a2 unasware as to where any copies of the excpression of interest are.

A contract bas not been entered 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 find out whether the amounts charged by Communigraphix for

producing the joutnal were excessive - see [1.13] above - Robettson sent Mylan

afi email on 13 February 2012 which relevantly read:

“I. As part of our review of controls/governance we wish to obiain

comparable pricing in respect of the journal, health .rz‘aﬂa’ard” Jupplzed o
HSUeast by Comminnigraphis Pty Lid. '

2. To obiain a comparable price comparison, we need details qf the specific
services provided by Commnnigraphix

In the provision of the journal. Conld you please provide me with a detailed

list of the services provided by Communigraphixe in the provision of the
Jourual,

3. The detatled Est should include details , inter alia, of seript writing
edzting, photography, collation, coordination, number of coptes, delivery mode
ete (i.e adequate detail for a supplier 2o provide a comparable quote )

4. The pre GST cost appears to be §87149.00 per issue (that was the
invoiced price for each of the last 3 issues in 2011) & it is that service we are
desirons of having a comparable price quote.

5. If there are any specification doctiments contract efc thar will assist this
process we wonld appreciate thase as well,

6. It may be (as The HSU is obviously a valued customer of

Communigraphiz;) that Communigraphixc may be willing to assist you in
fisting the processes involved in producing the journal. ‘

7. This journal cost is a malerial amount of wnion expenditure @
accordingly 1t is relevant o controls & governance matters.

16



Thank you for your assistance in this matter. Please do not besitate to call me
should you wish to discuss any aspects of this request or the information you
are to provide.”

It is worth setting out Mylan’s respongse, dated 7 March 2012, in full:

‘] provide you with the following in response 2o your email to me concerning
the abovementioned matier of 13" February, 2012.

Over time and due to the curvent questions surronnding the Health Standard
1 have considered a number of factors relating fo the production, design and
printing of the Health Standard.

The production of the FHealth Standard is a unigue process nnlike that of the
production of a standard magagine and as a consequence Irying fo compare s
production with a standard magazine is not jzm‘ a smple exerdse of
comparing apples’ with apples’

For excample consider the following:

If we were lo compare the production and printing of the magazine with a
printer that offers a design studio (which mwst large print firms do) the
Jollowing wonld most likely occur;

Firstly the copy supplied by us would need to be supplied as a completed
document. Our “fob™ wonld need to be booked into the Fob file” of the design
studio. When our jobs reaches the top of the list the design studio would
allocate a certain amonnt of lime Yo compile the magazine. The completed
magagine wonld be sent 10 us for approval. Should amendments be required,
we wonld then be charged a fee for each amendment. On completion of those
amendrments the magasgne wonld be again returned to us jor final approval.
After final approval another press proof wonld be sent fo us for approval yet
again. Whilst this is occurving onr “ob” wonld be booked ints the print
schedule to be printed. Showld, due to unforeseen circumstances we were fo
#iss our slot in the print schedule (due to amendments etg) we wonld then be
Placed back info the quene fo be re-schednled for print a later Hme. This
would then cause a delay in dispatehing the magazine. The knock on effect to
his is our allotted booking in the mail house’s schedule is then affected as
well, further delaying the distribution of the magazine. On top of this (due to
zhe size of the print run) some printers will insist on a press check. A press
check is where we would have to physically look at the Job” on the printing
press prior to them pushing the "print button”. Another inconvenience for us.
As it currently stands with our long and successful working relationship with
Communigraphiz most of the steps above do not occnr.

For example; unike a “standard design studio™ we are not penatised for
amendments. As 15 very common we make amendments to several pages afler
the final sign off, (iwhere a breaking story needs to be included). This wonld
not occur with a design studio without incurring a penally or it wonld not
oceur at all. Also to be considered is the design studio would have to have a

17
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2.9

2.10

designer work late info the night or across a weekend to ensure completion.
Again delaying the distribution of the magazine and adding 1o the cost.

Additionally, when our journalist (a times) over writes and supplies too ranch
copy Communigraphize have years of corporate Rnowledge that enables them
to edit the story Yo fit the space. A design house wonid noi. We can also
IHupply copy as it is completed, (usnally over several weeks), this provides us
with an indication of how mmeh space (pages) remain for us to use. This
would not ocour with a design house). Communigraphix also liaise with
advertisers for copy to go into the magagine. Somsthing a design honse would
not do. Compmnigraphix alse source photography and design elements for the
magazine. A design house wonld not. '

Commmunigraphix also have forged strong working relationships with a
printing firm and mail howse. As a consequence of these relationships the
Health Standard does not “5it in a printing or mail honse quene™ like it
would with most printers and meail howses. We have priority with both the
printer and mail bouse. It's the variables in the completion of the Health
Standard that make these relationships Communigraphixe bave vital for of
the timely distribution of the magazine.

As can been seen 7t really is impossible to sinply compare a run of the mill

design house and printing firm lo that of the expertise and floxibility that
Communigraphix provide to the union.

1 trust this gives y&é an nnderstanding of process and the services provided by
Conmmmmgraphix,”

Two comments must be madef The first is that this was a completely useless
tesponse 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 sott of ratio-nalisation which is often put forward to justify 2 long-

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

marlet.

There is nothing very special about the Journal. It looks like, but is pethaps a bit
better than, many others which are put out by associations of all soxts. The idea
that Communigraphix 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.

18
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212

For want of infortmation we ate unable to say with confidence whether or not the
amounts charged to HSUeast for production and distribution of the Journal have

been excessive. .

As to the history project, on which neatly $200,000 was spent in 4.5 years to
Septembet last, we note the invoices ate vety genetal, e.g. “To Research HSU bistory
to date”, with no details as to what work was doﬁe, by whom, ot how tnany houts
wete worked. Other invoices similarly lack defail.. The invoice rendeted on 1
January 2009 (no. 08-1645) claims $16,000 for “HSU Project Redevelopment. Work in
progress fo date”. There are no contracts relating to eithet the history project or
other work. Despite requests to the Union we saw no product relating to the
histoty project until 29 June, and what we saw then did not assist us in assessing

the value of the work done.

Credit Cards

213

According to an atticle published in The Sydney Morning Herald on 11 Novembet
2011, Williamson and Thompson:

141

. allegedly received secrel commissions Jrom a major supplier to their
Union. ... The two men had previously been provided with Awserican
Escpress cards by John Gilleland, who runs a graphic design business. The
credit cards were isined in the names of Thompson and Williamson but were
attached to Gilleland’s acconnt.

At an HSU function this year, Gilleland’s wife, Carron, privately
complained to senior Union officials that Williamson had ‘run amok’ with
the credst card. According 1o one official, Carron Gilleland said, He even
paid bis private school fees on it’ and “this was not part of the deal’”

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

“Mr. D. Robertson, Chartered Acconntant, and I have been appointed to

conduct an Inguiry on bebalf of HS Ueast into allggations qgainst its General
Secretary, Mr. M. Williamson, who is presently on leave. We are required to

excaning, amongst other things, procurement policies. I have been provided by .
the Union with a large bundle of invoices issued by your company,

Communigraphix Pty. Limited, Certain queries arise from exanination of
ther, and 1 would greatly appreciate the opporinnilty of discussing with you

both the invotces and also, more generally, your relationship with the Union

over the years.
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2.15

2.16

2.17

2.18

I am writing in the same iferms yo Ms. C. Gillland. However, it is

custornary, and I think besi, if 1 mweet with you separately rather than
togerher.

¥ you are Dprepared 2o et with me - as the Union desirss, as fo which see
below - please telephone fo fixc a mutnally convenient fine”,

The letter bote an endorsement signed by Mylan on behalf of the Union as

follows:

“This confirms that HSUeast desires that you provide the Ingairy with all
co-operation

PETER MYLAN
A/ General Secretary, HSUeast”

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

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

December 2011, in these tetms:

“Thank you for your letter addressed to onr chents Jobn Gillsland and
Carron Gilleland,

We advise that Mr. Gilleland/is in 1/l health and bis wife, Carron Gilleland,
is under considerable stress.

As you are aware there have been considerable publications recounting the
affairs of HSUeast and matiers associated with it in respect of which onr

clients do not wish tobe involved, given My. Gilleland’s state of health and
the stress associated with thal.

We trust the above clarifies our clients’ position in respect of your request.”

Further correspondence did not lead to a change in the position: neithet of the

Gillelands spoke to us.

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

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

investigation.

We cannot access the records of Ametican Express, or Communigraphix, ot the

Gillelands. The police can, and presumably have done so or will do so. We
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2.19

cannot reach any conclusion as to whether ot not Williamson received and used
for his private purposes a credit card supplied to him by a major suppliet of

services to the Union of which he had charge.

We recommend that the Union call tenders, without delay, for the publication,
ptinting and disttibution of the Health Standard. 1t is fot 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 1;he Unton, declined to be intetviewed. The

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

E 31  Awrio Services Pty. Limited, an Australian limited liability company, was
§ registered on 22 April 1996, It changcd its name on 11 September 2002 to Access
ﬁ Focus Pty. Limited, and on 25 September of the same year to Autio Services Pty.
ﬁ Limited. The company, which trades as Access Focus, has two shareholdets, each
B of whom holds a $1.00 shate: Glen Downing and Michelle Downing. He and
E Alfred Alexander Downing of 7 The Outlook, Bﬂgola, ate directors of the
company. The latter, who is generally known as Alf Downing, is the guiding light
H of the company and the business it conducts,
.
! 32  We were provided by the Union with a large bundle of invoices and cheque
B tequisition documents, which show that Access Focus received a little over
! $4.5M (excluding GST) fiom FSUeast duting the period from 3 October 2007 to
j 30 September 2011. A typical invoice appeats below:
. Access Focus Tax Invoice
i P.O. Box 946
ARTARMON .
3 N.S.W. Australia 1570 ¢+ Invoice #: 00005618
I AB.N. 23 073 709 949 Date: 26/5/11
l ‘
Bill T'o: _ Ship To:
' .
HSU HSU
I Level 2 Level 2
| 109 Pitt Street ' 109 Pitt Street
SYDNEY NSW 2000 SYDNEY NSW 2000
|
| Desctiption Amount
To provide .
2 x 1000 Business Cards Printed & Cello Glazed (@ $750.00 each $1,500.00
Freight: $0.00
Tetms: Net 30 Days GST: $150.00
Total Inc GST: $1,650.00
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3.3

3.4

3.5

3.6

3.7

It will be noted this invoice contains neither telephone number not opetating
address. That is true of all the othet invoices. Most of themn contain little detail.
Perhaps more significantly, the chatge for 1,000 business cards shown on the
invoice was $750 excluding GST. Competitive quotes we obtained were for a
thitd 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 chatging 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 atranges for
printing work to be done for the Union, but is not a prntet, He also sources,
generally from China, and supplies clothing and promotional goods to the Unton:
everything from business shitts to beanies, from breathalyser kits to bottles for
watet, He also helps with the annual Union convention, and arranges transport
and delivery of goods both then and at other times. He agreed with the
suggesﬁOn he is 2 “broker”, and alfso that he is a ‘M. Fise-It” for the Unton.

Downing’s dealings are largely with Cheryl McMillan. He and she discuss what
the Union wants, and he gi\}es het 2 price, which she on behalf of the Union can
accept or reject. Downiﬁg could not recall an occasion when she had tried to

bazgain him down.

The Union has been aoﬁlg business in this way with Access Focus for a number
of yeats. It 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 cleatly the figure lies in the range from large to

prodigious.

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

invoices, and obtained prices for supply. Some details follow.
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Item Quantity | $ Unit Price | § Unit Price
- | Access Focus | Industey
5618 - Business Cards . 1,000 0.75 0.25
5619 - 3 Colout Pads 500 19.84 6.66
5531 - Luggage Scales 600 _27.50 34,28
5589 - Water Botiles 6,000 : 6.30 1.72
5696 - Beanies 5,000 6.50 3.15
5603 - Embroidered Fats 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
5586 - Lanyards : 5,000 3.50 1.25
3.8  Thtee points should be made. The fust 1s 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 chatged below industiy prices. Thirdly, we do
not know Whethc:l_ Access Focus charged mote telative to fair average industty
prices than did other suppliets of goods and setvices to the Umon
3.9  As to the allegation - see [1.13] above - latge amounts were cettainly paid to

3.10

3.11

Access Focus, including a total of $107,481.60 in three payments in Novembet
2011. It does provide goods and services to the Union. Stepé nj.ust be taken to
ensute that the Union receives fair value for the amounts it pays. At the moment

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

Procuternent practices at the Union are very inadequate. This extends beyond the
failure to call tendets or obtain competitive quotes. The systems for ensuring that
goads as ordered have been received, and for approving invoices for payment,

are ruditnentary and open to abuse. This aspect is taken up in Chapter 9.

Whether ot not it continues to deal with Access Focus is for the Union to decide.
In any event, we recomnmend that all dealings with suppliets, mcludmg for
ptinting, promotional goods and clothing, be in the future on the basis of the

satisfactory system for procutement dealt with in [9.12], at a2 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
registered.on 11 December 2007, According to ASIC tecords, its registered office
and i:tri_ncipal place of business ate both at 2/109 Pitt Street, Sydney. That is also
the addtess of HSUeast’s head office. The ditectors of United Edge from the
outset have been Michael Williamson of 31 Meagher Avenue, Matoubra, 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,
Thete are three $1.00 shates issued, and ASIC records show that one share is

beneficially held by each of Williamson, Daniel and Bixd.

How did Williatnson come to be a ditector of and one third shareholder in a
major. supplier of services fo the Union of which he is Genetal 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 tight, and we had to depend upon
othets. Bruce Daniels and Bradley Bird also elected not to talk to us,
notwithstanding they were advised by the Union that it would be appreciated if

they cooperated with our investigation.

Stephen Pollard, the Presi;clent of HSUeast, said when interviewed that at a2 Union
Council meeting 2 nutnber of years ago Williamson stated that one or more of
the proprietors 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 repotted that he
was going to become ot had become a director 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 undesstanding
since that time has been that Willlamson has a proprietary interest in United
Edge. He said that Bruce Daniels and Brad Bird were involved in both the eartlier
IT business and in United Edge.
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45  Pollatd 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 Hdge 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 ditector 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 necessaty. 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

fot United Edge: Willlamson does not become involved.

4:6 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 24" 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 additlon to this Memforce is inteérated with our website and our Media Centre.

On 3'6 September 2010 the first Union Council meeting of H5Ueast 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 aiso
provided resolutions that were endorsed at the meeting. Copy attached.

One of the resolutions carried (6) was that the Executive Committee be reguested to develop a
centralised Administrative System which provides for central overseaing and processing in the
Sydney office but provides for access and operability in the Melbourne Office in respect of
Victerian 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 dekalls, issuing of members accounts etc and general distribution of
Unlon paraphernalita 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 prlor 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 princlpal that 1 fee structure apply across HSUeast.

Unfon Council received a recommendation from the Executive Committee tc a new ree
structure at its 27.10.11 meeting. Union Councll 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 transiation 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 inte 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 coimmencing on 1" December 2010,

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

As a result 3 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 atisen due to running 2 different |7 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 Victotian IT company after the amalgamation while United
Edge was submitting bills for the same service, 1.e. maintaining a membership

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

referred to at [1.13] above,

47 It is in our view entirely inappropriate, even assuming full disclosure, that

Williamson should at the one time have been in charge the Union and also 2 one
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4.8

4.9

4.10

4.11

third shateholder in and director of a major supplier of I'T' services. He should be
one or the othet, 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 necessatily opposed. Also, it is we think it difficult to
the point of ptactical 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 tesolve to ptepare financial statements that comply with Australian
Accounting Standards. The substantial amoﬁnt of undisclosed payments by a
member based organisatioﬁ to a company (United FEdge) related to a2 union
executive (Michael Williamson) was a large factor in our thinking. Adoption of
Australian Accounting Standafds would eliminate the risk of “Yprional” or

“discretionary” repoxting,
We note that since our appointment:

® United Edge’s name has been retnoved from the tenant directory in the

foyer of 109 Pitt Street, Sydney.

® United Edge notified HSUeast by letter dated 23 January 2012 that it was

relocating to new business premises.

We attempted to determine if United Edge had other customers or if its
operations wete really only a resource of the HSU. Our investigation was made
difficult by the refusal of the three shateholders/directors 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 othet than with the HSU, State and

T3

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

machine which makes no reference to United Edge.

Federal:
o Piior to our enquiries, United- Edge’s only business premises werte at the F
premises of HSUeast, on a rent free basis. =
° United Edge does not have a website (it charges HSUeast for website E
services). £
° United Edge does not appear to be listed in any telephone ditectories and -
E

® ASIC recotds continued to disclose, as at 28 May 2012, United Edge’s

n m

registered office and principal place of business at Level 2, 109 Pitt Street,
Sydney, being the offices of HSUeast.

- E

e An inspection of the premises to which United Edged moved from 109
Pitt Street, Sydney disclosed on the tenant directoty ‘“Coswold E
Consepts/ (United Edge)”. Cotswold Concepts is Bruce Daniel’s company; it E
operated from serviced offices until April 2012. The new offices are E
closed off, With‘,ﬂl-D obvious reception area or signage for Cotswold E
Concepts or United Edge. E

® The two employed principals of United Edge are charged to HSUeast on
an anoval charge of $590,385 (Bruce Daniel - $404,956 and Bradley Bitd - E
$185,229) being labour charges only. These rates not only appeat very =
high, but indicate that the vast amount of their working time is for E

HSUeast,

)
il

412  ‘The accounting records of HSUeast covering the period 22 Ap:til 2008 to 30

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

petiod totalled § 4,689,816.12, an average of over § 114,000 per month and over
$ 1,372,631 per annum.
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413  As at June 2011 the accounting records of FSUeast disclose the following

monthly recutring payments to United Edge totalling $96,488.12 (excluding
GST), for the following services:

o  Bruce Daniel IT Setvices (Monthly) $33,746.40
e  Bradley Bird IT Setvices (Monthly) $15,435.81
o  Website setvices (Monthly) $ 6,192.97
® “Mensforce” members database (Monthly) ' $20,218.46
® Call Centre scripting (Monthly) §4321.65
o  HSU sub branch cost centre (Monthly) $1,882.40
e  HSU internal cost centre (Monthly) $10,124.85
e  Equinix IBX data centre (Monthly) $4.565.58
o Total ' $96,488.12

414  We have been advised by the Union management:

4.15

4.16

]

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

Up until Januvary 2012 United Edge had its business premuises in the

o

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

Thete wete no alternative quotes obtained from other service providets.

With respect to the allegations in [1.13] above, the last concetrning United Edge,
bas been dealt with: see [4.6). We deal now with the balance of them.

We ate 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 setvices provided by Usnited Edge

but they wete not forthcoming. Apart from the actual wotding on the invoices
we do not have defail as to the services provided. Mylan was unable to advise us
of the hours worked each month, nor if there wete any records in suppott of the
hours worked. The amounts charged by United BEdge, as regular monthly
payments, do appeat very high. They leave open the question of excessive

charging, there having been no alternative quotes and there being in existence
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4.17

4.18

neither a contract nor petformance records. It is the case the IT contract was Jet

without tenders being called,

United Edge did wotk out of the Union premises, and paid no rent for doing so,
Mpylan 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 ptincipal

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

We recommend that the Union take steps to regulatise the contractual situation
between itself and the supplier to it of IT setvices. When and if ptacticable,
tenders should be called for the provision to the Union of such setvices. At the
very least, the Union should ensure that a contract is enteted into between itself

and its I'T 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

Accotding to Union recotds, in the period of 4.5 years from 9 March 2007 to 30
September 2011, HSUeast paid Mah-Chut Atchitects a total of $3,398,495
{excluding GST). Not all of the money was retained by the fitm’s principal,
Ronald Mah-Chut, as some of the invoices were for design and consttuct

projects.

Mah-Chut was born on 15 December 1935, and voluntatily attended to be
interviewed shortly before his 75" birthday. He was at the time cleatly ill - he has
a liver condition - and accompanied by both his solicitor and a bagrister. 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 z case of ﬁnp_xop;:iet.y'fc;r him to answer. In what follows we have stated what

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

He met Williamson in ot about 1996, following a refereﬁce by an architect who
was retiting, and has done wotk for the Union since. Some of it is straight design
wotk, some involves maintenance, there ate 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 Barty Gibson. Thete ate no
contracts, lettets or other documents which evidence the arrangements between
the Union and Mah-Chut Architects - metely verbal agreements between Mah-
Chut and Williamson. That is unsatisfactoty, as becomes cleat if one envisages a
dispute concerning fees, especially aftet one or the other of the two individuals
who knew the situation had died ot lost his senses. The lack of documentation
makes it difficult, to the point of practical impossibility, for a petson certifying an

invoice for payment to know that he ot she is acting cortectly.

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

The content of two of them is reproduced below:
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417  United~ "o

. Coastal Sites

claim No. 3 for the quartetly retainer commencing May 2008.

.+0. 3 Progress Claim

Fee claim 20,000.00
GST 2,000.00
Total $22,000.00

Total amount for this fax invoice is $22,000.60 (inchudes GST).

Thank you for the oppottunity to complete this work., We look forward to continuing to
work with you under the terms of our agreement.

TAX INVOICE 0469
3 October 2008

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

Ref: Investment Opportunities
Description: Commercial Office Space
Level 3, 109 Pitt Street, Sydney
Michael,

We submit our fee claim for the above purchase.

Summary
Purchase sum $5.7M @ 2% $114,000.00
GST $11,400.00

Total Claim $125,400.00

Please make cheque payable to “Mah-Chut Atchitects.”
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5.5

5.6

57

According to Mah-Chut, the quarterly retainet agreement - see Invoice 0457 -
was reached between him and Williamson about 5 years ago. He said it was to
teimburse him for the time spent in 1bo}dng for sites that might be suitable for
the Union to develop for retirement villages ot holiday destinations, none of
which wete ever in fact purchased. Later, near the end of the interview, Mah-
Chut’s batsister said in his client’s presence that the retainer was calculated at the

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

" be on-call for any building maintenance issues that arose,

In addition, Mah-Chut charges the Union a spotting fee when properties are
putchased at the rate of 2% of the putchase price. He said he “&nows property”,
and may be requited to look at many propetties before charging such a fee. He
acknowledged that he knew of no other architects who charged a percentage-
based spotter’s fee. Mah—Chut said he charged ﬂie é% fee on tbp of the retainet.
Temby put it to him (hat he was being paid twice - by way of retainer, and the
spotter’s fee - for the.ss_a.__r_r_x_é task, namely loolﬁi;'g' fo:. property. He i:ﬁtia!ly did not
respond, and when the'{,;rop_osition was put agaiﬁ .s.ai..é.l he did not “ee i that way”.

As noted eatliet, he was not at all 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 misundersianding of the
nature of the arrangement between HSU East and Mr. Mab-Chut. The
guarierly retainer was paid for Mr. Mah-Chut's time in researching and
investigating switable properties as well as being on call for building and
maintenance issues on existing properties. The 2% spotter’s fee was charged
on properties actually acquived by HSU East,

The arrangement was a commereial one. It was concluded in a commercial
contexct and presumably, approved or ratsfied by the executive officers of the
HSU East. There should be no suggestion that Mr. Mab-Chut was unfairly .
enriched by the arrangement or that be was in a position to overbear on HSU

East o agree fo the arrangement. Spotter’s fees are not uncommon in the
commercial world,”
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Over a period of more than 3 years, Mah-Chut Architects claimed and were paid
a total of §254,958 for propetty acquisitions, on top of the retainer fee of $88,000

pet annum. The details follow:

21.11.06 | 13/15 Baker Crescent, Botany - 2% of $715,000 + GST $15,730
1535
19.10.07 | L9, 109 Pitt Street, Sydney - 2% of $3.2m + GST $70,400
0443
05.11.07 | Steele River Warehouse, 1-2 Frost Drive, Mayfield West
0445 - 2% of $394K + GST $8,668
20.03.08 | L8, 109 Pitt Street, Sydney - 2% of §400K + GST $8,800
0454
03.10.08 | 1.3, 109 Pitt Siteet, Sydney - 2% of $5.7M + GST $125,400
0469
22.06.09 | L15, 109 Pitt Street, Sydney - 2% of $785K (should be §15,700 + GST) $16,500
0482
24.02.10 | Unit 23, Aubuen & Miller Streets, Coniston, Wollongong
0500 - 2% of $430K + GST $9,460
Total , $254,958
59 The actual allegation against Williamson in relation to Mah-Chut Atchitects is

510

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

Lake Macquatie.

At interview, Mah-Chut confirmed he did work for Williamson, fitst at home in
Matoubta and then at Lake Macquatie. As to the formet, he did some drawings
and arranged for an engineer. At Lake Macquarie, the wotk was recent, and Mah-
Chut prepared plans, put them through Council, arranged for a builder and part-
supervised the work. When asked if he charged Williamson less for the work at
Lake Macquatie by reason of the large amount of wortk he did for the Union,
after initial hesitation, Mah-Chut replied in the affitmative. He charged
Williamson less than he would have charged an ordinary client with whom he
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5.11

512

5.13

5.14

had no prior assoctation. He said he did not tell Williamson he was being charged

less.

When asked whether he had done the work for Williamson either for nothing, ot
for shatply reduced rates, Mah-Chut said, “No. It was my decision to charge less. What
I received from HSU I deserved”. He said thete had been no othet financial or
propetty dealings between Willlamson ot any petson or entity associated with
him and Mah-Chut ot any person ot entity associated with him. He had on
occasions attended ALP functions, sitting on an HSU table, and bought items at

auction. This happened pethaps annvally.

Mah-Chut’s battister put on the record that his client and Williamson have no

social telationship, have no business ventures in common, have not shared
holidays, have not dined together (save for the ALP functions just mentioned),

and share no godchildren.

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 notmal
architect’s fees are taken to be about 10% of the ptoject cost, then this represents
a large under-charge. If tﬁc rate is taken to be 5% then there was still an undes-
chatge. The submission made on his behalf pointed out that architects ate
commonly paid in one of three ways - a petcentage of the cost of the wotks, a
Iamp sum or an houtly 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 weze 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.

If there is sufficient precision in atrangements between an organisation and those
who supply services to it, and in the processing of accounts by sexvice providers,

it may not be difficult 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 very loose.
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‘ 5.15 We are unable to conclude whether either Williamson or Mah-Chut has behaved

impropetly.
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CHAPTER 6 - NEPOTISM/CRONYISM

6.1

6.2

6.3

6.4

Michael Williamnson has been the General Secretaty of HSUeast since it was
formed in 2010, and for many years befote that held the same position, whether
or not with the same precise title, in its predecessor organisation. He is the chief
executive: the boss. Willlamson has been re-elected every 4 years, as Union rules
require. Most people within the Union to whom we talked described him as
visionary, highly energetic, charismatic, and a verf effective leader with strong
entrepreneurial drive and capacity.'Some were less positive, and asserted he has a
domineeting nature, and quashes opposition. However that may be, he above all
other individuals had power within the Union, at least until he took leave of

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

years.

Membets of his family employed by the Union include his brother Datren, and
his son Christopher. The former 1s in chazge of recruitment and marketing, and
the latter is a media project officer, Monique Itvine, a lead organiset, 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 fotmerly in
chatge of finance, her sister Cheryl McMillan who is in charge of procurement,
and their sister-in~law Julie Astill, who is in charge of Head Office administration.
Each of M. Williamson, D. Williamson, M. Irvine, C. McMillan and ]. Astill is

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

Williamson assetts, 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 Cheryl McMillan and the Jate Lyn Astill were employed by
the Union well prior to him working there.

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 patt of 2010, and is presently well advanced towards
obtaining a degree in media and communications at the UNSW. He has a

diploma in audio engineeting. When interviewed he said that he teplied to an
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6.5

6.6

6.7

6.8

advettisement, and won the job against 5 others after having been interviewed by
Geratd 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 membets, as the Union is. In
such bodies nepotism and cronyism - favouring family and friends as employees

or contractors - must be avoided. |

Nepotism gives tise to these risks:

2 it discourages and de-motivates othet employees, as they perceive their
g ploy ¥y P

opportunities for promotion to be eroded;

° the ability to recruit good employees is reduced;
e the ability to retain and develop good employees is undermined; and
/
° the organisation’s system of intetnal control can be weakened due to

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

ot friendship group.

Many public bodies not only have well documented tectuitment and promotion
ptocedures, 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 metit selection
being the central tequirernent. As a matter of documented policy, rectuitment of

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

6.9

6.10

6.11

6.12

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 settlement 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 Committee of the Union on 9 June
2006. At a meeting of Union Council on 9 August, Williamson advised he had
engaged Mah-Chut Azchitects to find an appropriate warchouse, and he tabled a
proposal for the putchase of a unit costing $905,600. At a Union Council
meeting on 17 October 2006, Willkamson reported Mah-Chut had advised of a
bettet warehouse that was available, and it was resolved to approve the purchase

at $787,750.

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

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

Botany but mote cotrectly 13/15 Meadow Way, Banksmeadow. It charged 2%
phas GST on the acquisition cost: see [5.7} above. The next account was rendered
ont 12 Febroary 2007, when a progress claimn of §$55,000 was made. This was
accompanied by a letter from Mah-Chut to Williamson which had attached a
budget estinate 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 reached the stage of expenditure and orders of over 80% and is
progressing at a rate to achieve completion by the middle of April”,

What was built into the bare shell, in stages, comptised a mezzanine floor,
storage units, stairs and two soundproofed rooms, the smaller of which is
upstaits and apparently not relevant for present purposes. Downstairs, at the rear
and taking up the full width of the building, is the second soundproofed room

which is 2 little less than 40 sq.m. in atea.

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

premises at Banksmeadow, which he desctibed as a sehearsal room, which was
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6.13

6.14

hatdly being utilised. He recognised a possible business opportunity, and raised
with somebody high up in the Union - pe:'chaﬁs 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 downstaits room and an
adjoining sitting area. He paid the rent quattetly. 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.

The tecords tell a rather different story. First, C, Williamson is 2 sound engiteet
and he advertised Studio 19, the business name under which he operated, as 2
recording studio. Secondly, the lease - for 2 yeats from 1 August 2007, with a 2
yeat option of renewal - which bears date 10 October 2007 and was signed by C.
Williamson with Michael Willlamson as his witness, was for annual tental of
$3,750 - just over §72 per week - inclusive of all outgoings. This stnall 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,
and 3.5 months aftet Mah-Chut Architects’ estimated date for completion of the

works.

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

included the following:

“The subgect area comprises a partitioned facilily contained within the
development at ground floor level, having plasterboard walls, the fit out g5 ar

the date of ingpection nearing completion.

Part of the agreement is lo share the facilities including toilets and kitchen
armenibies.

The area being the subject of this assessment, we bave been advised, s 56,14
square metres (vefer bighlighted area on floor plan contained within this
report).

We bave been advised that the area will be the subject of a sub-lease
arrangement incorporating formal documentation.
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6.15

6.16

6.17

We bave in assessing the Fair Market Rental also given consideration to the
Jact that substantial sharing of the amenities and access to the unit will be
part of the arvangement, this in our opinion is considered detrimental and we
have adjusted our rental assessment accordingly.

Given the available market evidence, we are of the opinion that the Fair
Market Rental of the premises  gs__pegotiated being THREE
THOUSAND SEVEN HUNDRED AND FIFTY DOLLARS -
(83,750.00) Per Annum Gross, exclusive of GST, to be within markst
parameters.” (underlining added)

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 wotked out, It looks on the face of it as if the Union pretnises
at Banksmeadow had a soundproofed space installed which could be used by 2
member of M Williamson’s family for the commertcial benefit of that family
member. We think it matters little, if at all, fhat the business does not seem to

have returned much by way of profit to the tenant.

C. Williamson provided the Inquiry with what he described as “¥he first and the last
tase invoice for the lease of the back room at 13/15 Meadow Way, Banksmeadow”. The
eaglier as supplied by him appeats on the next page. Apatt from a period of about
12 months when he moved away from home, Meagher Avenue, Maroubta 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.

Mah-Chut when interviewed said that Williamson instructed him to soundproof
the upstaits office, and to have the downstairs room built and soundproofed.
Mah-Chut satd that room could be used as a recording studio, but Williamson
said nothing to him as to what it was to be used for. ‘T follow instructions but I don’t

realfy inquire as to the use’.
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6.18  The stated justification for the purchase of the watehouse was that it would save

6.19

6.20

6.21

6.22

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 Bastgardens
$3,318.18 per month up until June 2007, when the monthly cost dropped to
$1,800. 1t rose by increments to $2,245.45 per month to and including Januwary
2012, after which it dropped to $1,654.55.

According to invoices supplied by Mah-Chut Azchitects, the Undon paid that firm
a total of §786,368 for work done at the Banksmeadow watrehouse. When that is
added to the purchase price of $787,050, a capital cost of $1,573,418 atises. Even
if the Stotage King costs had come down to nothing, the warehouse would
represent a sound business decision only if the capital cost was $800,000 oz less.
We say this on the basis of Storage King savings of about $40,000 per annum -
assuming that those costs were no longer incurred at all, contrary to the fact - at
an interest tate of 5%. As the figures already rciated show, the saving was only a
little over $1,500 per month.

We note that each of Hayes, Mylan and Jackson informed us that he ot she was
not involved in the process that led to the lease being entered into: see [6.12]

above.

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
tendered 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 tent, and was never advertised for rental.

A justified conclusion is that portion of the premises wete fitted out for and used
by Michael Williamson’s son Christopher at the instigation of Williamson seniot.
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 statk favouritism.
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6.23 We acknowledge that we have not had the benefit of talking to Willlamson
senior. However, after so much of this chapter as concerned the Banksmeadow
watrehouse was sent, in draft, to him and his son, he teplied through solicitors on

17 Aptil 2012, The zelevant parts of the letter read:

“Our dient recalls that the Banksmeadow Warchouse was purchased tn or
around 2006 for the storage of Union goods, Union pamphlets, t-shirts and
other Union material. Our client instructs us that i was the Union'’s
intention on or abont the Kime of purchase, to utilise the upstatrs room as the
Usion’s wewmbership service centre (cal] centre) with the downstarrs room
sound proofed as the Undon’s media centre and the construction of a separvate
service centre facilily for emergency situations. There was discussion at this
time as to the possibility of obtaining strata iitle for these 2 rooms and selling
or leasing those roomis at a later date, consisient with the Union’s position to
acquire investment properties, increase iy asset base and thus alfeviate, in the
long term, baving to increqse membership fees for members.”

“The budget for the warchonse as at 7 February 2007 contained itemised
works that do not relate lo any venture with Christopher Williamson and
that the work was 80% completed by March 2007 and was likely to achieve
comapletion by April 2007, This is consistent with our client’s position that
she it ont did not envisage Christopher Williamson’s use ...”

“The Unton’s intention for the warchouse was tmitially for storage, with
sound progf rooms to be ntifised for membership purposes ... Due 1o the
distance between Banksmeadow and the city office, it became apparent that
the broadcasting centre should be situated in the aty.”

“Yo the best of our client’s recollestion, towards the end of the construction,
Christopher Williamson approached his father as to whether it would be
possible to Jease the area and wiifise it as a rehearsal studio, not a recording
studio as bas been suggested, if it was not being utifised by the Union.”

‘Mr. Williamson considered Christopher’s request and, as the area was of no
immediate need to the Unton, and therefore available for leasing, be obtained
an. independent valuation of the area. An independent valuation was
obtained and, shortly thereafier, Christopher signed a lkase, and adbered to
all the requirements under the lease.”

“In the last quarter of 2007, Myr. Williamson found a suitable site for a

broadeasting/ media centre and discovered vacant space on a number of levels

n 109 P Si.7

“Tnn February 2008 (1" Council meeting of the year) Union Council resolyed
that Mr. Williamson officially underinke the task of looking for further space
at 109 Pitr Street, and in April 2008 Union Counctl approved of the
purchase of a suste on lvel 8, and that the General Secretary and the
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6.24

President swere to complete the nmecessary paperwork to give effect o the
purchase. A bolding deposit of §5,000 dollars was mads in February 2008
as a sign of good faith towards the purchase. Since then Tank Stream
Productions, as it is registered by HSUkast, and bas operated from that
site”

“Mr. Williamson does not accept your view that the annual rental of the lease
was hardly worth the bother of a Jease and valuation. Christopher

© Williamson paid commercial remtal for the premises in accordance with the
valnation and it was in the Unions’ interest fo receive rental for that ares,
rather than it being vacant and not earning any income.”

“We dispute your asserfion that the fit-out was incomplete as at the date of
imspection, As you have noted, the works were fo contmence on 19 March
2007 and ... the baseshell of construction commprised a ‘mezzanine floor,
storage unils, stairs and 2 sound progfed rooms’. The proposel as to the
construction required and the construction pre-dated any formal lease
arrangement with Christopher Williamson by 5 months, and pre-dared the
valuation report of 12 June 2007 by 3 months.”

“We also note that, whilst the valuation report refers fo a negotiation of a
sub-lease arrangement, it is unclear as to whether that sub-lease arrangemsent
referred o the latier Jease arrangement wzz‘/f Christopher Williamson. In any
event, the ﬂa[szwﬂ corg?rmed that it was a commercial vental !?emg pazd for
the leased premises.” -

“The Tustified C’amlm_fbm’ that you have reached are not based on evidence
but rather on inference in light of an absence of such evidence. The documenis
that have been provided are in contrast to those conclusions drawn. The
conclusion that a portion of the premises was fitted out for the use of Mr.
Williamson’s son, Christopher, lacks fonndation and is not substantiated.”

As to the last paragraph, there wete 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

Accotding to Australian Business Register records, from 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 Chtistopher,
Alexandra, Nicholas, Madeline and Elizabeth. The initials, which we have

emphasised, might be whence Canme was detived.
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6.26

6.27

6.28

6.29

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 imncluding GST.
Invoices wete received by the Usnion, approved for payment, and paid. Bach of
the invoices supplied to us - the last 15 of them - coveted a 2 month period.
Assuming the others did also, which seems safe, the i)e.tiod covered by the

invoices was 50 months.

No contract, ot exchange of letters, 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.

Assuming that work was actually done, and done by Mrs. Williamson alone, and
that she wotked a 37.5 hour week throughout the 50 month period - collecting
folders, dismantling and collating them for scanning, week after tedicus 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 whether wotk was
done, if so by whom, ot for how many hours a week. But on the stated
assumptions, a high hourly rate was paid for what appears to be basic clerical

work.

We spoke to Mylan, who approved 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 Williatnson 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 warchouse was acquired. Mylan said he thought the wotk was
done by Mis. Williamson at home. He said only she did the work. He had never
seen her actually doing the work, but knew she had done it. She was paid 2 fixed

amount each two months, not by the hour.
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CANME SER-VICES
31 Meagher Ave
Maroubra NSW 2035
ABN: 65756621652
157 June 2009

Health Services Union

tevel 2, 109 Pitt, St,

Sydney 2000

TAX INVOICE

Collectionn from Storage King and Return -preperation,dismentaling and
collation of Folders and Documents for Scanning for the period April 2009 and

May 2008.

§15,385 Gst Included.

Cheques should be made Payable to

CANME SEVICES .
Thank You ;
o APPROVED
q,_'cf k Oc‘ ¥ rﬂ%ﬁ—’—‘_ !
o U Honature
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0.30

6.31

6.32

He thought that Willamson would get the ﬁies from the storage units for his
wife, and after she had done her wotk would bring them in for scanning, He had
seen Williamson doing that, and had éertainly seen boxes of files waiting to be
scanned. Mylan said the actual scanning was done, not by Mts, Williamson, but
by the libratian. He told us the project was abandoned, the decision to do so
being made by Williamson and himself, well before all the files had been scanned.
This was because nobody at all wanted to see scanned files: it all tatned out to be

pointless.

Robestson spoke to the librarian about scanning old files within recent years. She
said she did not know what he was talking 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 files were taken away to off-site

storage, she never saw them again,

All this happened on a Thutsday. Robertson advised Mylan to take time, and
consider his position. By the following Monday, the story had changed
somewhat. Mylan then said he had made some “@ssumptions and presumptions”, and
had not seen files brought in for scanning, but he still believed Mrs. Williamson

had done work which entitled her to payment,

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 papetless office; at the time of the move to 370 Pitt Street in 1996
thete were hundreds of bozes of old files that had to be archived in some way.
He said he recalls being told by Williamson at some stage that the temuneration
rate “was derived from one of the rafes in the Public Health Awards”. Mylan says he
recalls boxes being in the office for the libratian to scan: “Upon reflection this was
certginty in the 370 Pitt Street office”. He says he recalled “Yhe matier was definitely as
discnssed and approved by Union Council that someone be engaged to undertake the work at
some stage in the future, Michael Williamson indicated that be would ask be’s wife if she would
be interested in performing this rok, I recall this was known to Union Council and not

opposed”. We note there are currently no records available as to these mattess.
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6.33

6.34

6.35

6.36

All this really adds little or nothing to the question as to what setvices were
provided by Cénme Services between late 2005 and the middle of 2009. The
truth of the mattet, 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 wotk, if any, Mis.
Williamson did in any given 2 month period. Nox do we. She was asked to come
in for intetview, but did not do so. We cannot say categotically that she did no
wotk, or some work from time to time, or worked hard and regulatly over the

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

It is extraordinaty that the Union Sectetary should have countenanced such an
artangement to develop and continue. It appears that those who knew of the
Canme Setvices invoices and payments were few in number, including the
Williamsons, Mylan and Gibson. Pollatd, the Union President, knew nothing
about Canme Setvices ot a:ﬁr wotk done in scanﬁ_ing documents within the past 5
years. He said that he was awate of a large scanning exercise embarked upon in
around 1995, and that Julie Williamson was involved in that and paid for het
wotk, However he was not aware of any work undettaken by het in the yeats up

to 2009,

Arrangements between Union officials and individuals or eatities closely
associated with them should be absolutely prohibited, at least in the absence of
full and continuing disclosure. Otherwise it may well appeat that such officials
have looked after their nearest and dearest, not the Union. But it is the latter,
their emi:loyer, to whom they owe a duty of fidelity. Arrangements of the sort
outlined above give tise to clear and grave conflicts between personal interest and

employment duty.
Temby sent Mrs. Williamson an eatlier version of the above pottion of the

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

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

50



and it then refetred to a 42 month period. On 27 Match 2012, he received this
letter, signed by Julieanne Williamson: '

“Dear Mr. Temby,

I refer ro previous corvespondence between us and to my last btter to you dated
3/3/12.

Firstly, as you are aware nry hushand is currently being investigated by The
NSW Police relating to a number of allygations emanating from the Print
Media, so therefore I feel it wonld not be appropriate for me to atiend a face
to face interviow with you. But notwithstanding that I wish to provide you
with the following in relation to Canme.

My husband Michael raised with me as fo whether I wonld be interested in
doing some work_for the Union. The work wonld not require me to attend the
Offiee but rather undertake the tasks required at home. He also advised me
that the Union did not have the resonrces internal 1o do the work and that
the Union Council had approved, if I was interested of me doing the work,
He also indicated it was not a pleasant job, but the Union Council wanted
the jobr done.

The job entailed me visiting Storage King Garages in Daceyville, collect the
archive boxes, return home and through thru each box, removing staples,
paper c]zp.r, bulldeg clips ete. so that they conld be scanned in the Unions
Computer system. But not only did I have to remove the above from each box
but T also had fo sort them into sepavate groups within the Unrion. The
Union represented members in Universities, Public and Private Health,
Awmbulance, Juvenile Justice and the Department of Community Serviees
(DOCS), Group Homes ete. Onee this was comspleted, and bear in mind
there were well over bundreds and bundreds of boxes to go thru, this task was
slow, extremely boving and very tinee consumiing, When every file had been
separated I then had to insert a single page in between 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 exarmiple at the beginning now bad 400 pieces of
paper in it. So actually the file was now double its original size.

In fact on a number of occasions the papers in the boxes were so threadbare
that I had to sticky tape thew together so that document would be suitable for
scanning. The job was very dirty due to the oldness of the records, dust was a
serious problem and I underivok the task required in a separate room at onr
house to alleviate the problem. 1t was not possible to work at the garages as
there were no bathroom or lunch facilities available, the only logical place it
conld be done was at home in a dedicated room. To suggest as you have I only
worked 37.5 hours per week is completely wrong, i would be coser fo 60
bours per week. The work was during the day, at evening after dinner and at
weekends. 1 used my own car to collect and return the boxes back to the
garages in preparation of scanning, This was what I was asked to do and I
did just that. I do not kenow how you came ¥o a figure of $43.00 ph; I can
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assure you on pany occasions I felt I shonld have been charging §200 ph, as
the work was downright disgustingly filthy.

I have taken offence at your comclusion at paragraph 6.9 that the least
probable option was that I worked-hard and regularly over the entire 42
wmonth period. You have absolutely no basis for forming vhis opinion and you
showld withdraw it,

In about the middle of 2009, my busband advised me that a decision had
been taken 1o abandon the sorting of the boxes in preparation for scanning.
He did not elaborate with me other than to sqy that in the period gf time 1
had been doing the work no one bad requested lo review any of the boxes in
the garages, and that be and Mr. Mylan had agreed the work should cease,
and that is my involvement in this matter.

Yours faithfully,
Julisanne Williamson

26" March 2012*

6.37  The following is extracted from the letter from Williamson’s solicitors dated 17
April 2012:

“We are instructed that in 1996, HSUeast, then krown as the Health
Research Eraployee’s Association of New Sonth Wales, was in the process of
moving tis operations fronz 511 Eligabeth Street, Surry Fills, to 370 Pirt
Streer, Sydney. At that tinse, there were bundyeds of boxes, filled with files
which dated back decades, stored at 511 Elizabeth Street. The content of
these foles included the following:

® Transcripts, switness statements and exhibits from proceedings before
varions conrts and industrial ribunals;

© Correspondence between the Unzon and various government departments,
areq health services, hospitals (public and private) and universities;

@ Correspondence benween the Union and other indusivial organisations
(employer and employee), the NSV Labor Council (now Unions NSW)
and the ACTU;

@ Internal corvespondence betwesn the Union, s sub-branches and
individual members;

@ Reports from organisers and indusirial officers on varions dispuie matters
involving individual members or groups of menmbers; and

@ A vast arrgy of other docamsents conlaining information abont individual
raerbers, groups of members and sub-branches.
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These boxes were moved to 370 Pitt Street and stored on Level 3 and of that
butlding,

After discussions with sensor officers, 1t was decided by the Uniion Council
that these boxes shonld be placed in storage garages with Storage King and
that Level 3 of 370 Pitt Street should be leased out. ‘

Further, the Union Council decided that it would be more economical to have
1he old records sorted, scanned and retained electronically rather than to have
them stored indefinitely. This process reguired each file in each of the
hundreds of stored boxes Yo be sorted by relevant catigory or categovies and
prepared for scanning. This would not only preserve the records, but wouid
make them more easily retrievable.

The Union itself did nor have the space or the staffing resources to perform
this task internally. Outsonrcing of this work was considered but it was not
praciical, because it would require someone who had (or who had ready access
20 someone who had) detailed knowledge of the history, internal workings and
structure of the Union.

In addition, there were security and privacy issues fo consider, given that
many of the files contained personal information about past and present
mernbers.

Mr. Williamson proposed to Union Council that his wife, Julieanne, wonld
be prepared to do the work in a rooms at their home, which would be dedicared
excclusively for that purpose. The Union Council approved of this
arrangement. The work carfied out by Mrs. Williamson included the
Jollowing:

© Rotrieving each box from storage

® Organising each fily into its appropriate category;

@ Dismantiing each file by band;

® Placing each document in its corvect order;

& Removing all pins, staples and elips;

® Separating each sheet of paper and placing a blank sheet between each one
in preparation for scanning

& Placing each file (now literally donbled in sise) back into boxes; and

& Retnrning the bosces fo storage.

Mrs. Williamison performed this work for several years. The work was
taxing. The boxes and files were extremely dusty and in poor condition. The
work reguired a great deal of care, given the deterioration of the documents,
many being decades old.”

“Your assunmption that Mrs. Williarson was in receipt of an bowrly rate of
$43.00 plus GST is misconceived, that is, becanse your assumption that
Mrs. Williamson worked 37.5 hours per week, being the basis for this
calerlation, is not accurate, We are instructed that Mrs. Williamson.
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'}
'} & frequently spent well in excess of 37.5 hours and on occasions, up to 60
ﬁ‘ houss per wesk performing this work, incding at nights and on weekends;
B @ ztilised ber own car to collect and return the boxes; and
B @ wiilised a room in her home for the performance of this work.
B .. Mers, Willianmson did not receive shifs, weekend or public holiday penally

_ rates, overfime payments, annual leave and sick leave, nor did she receive a
§ 9% superannuation contribution.”
B

. 6.38 The letter also contained the following, which - like the ecarlier extracts - we
E , .

include as a matter of fairness:

B
] “Canme Services issued invoices to HSUeast which were disclosed in
B HSUeast’s Financial Accounts. These Accounis (including the payments

made to Canme Services) were declared in the Financial Report to the
Union's Finance Commiittee, at ils meetings each month thronghont this
entire period and, further, all the invoices were available at each meeting to
inspect by any member of the Finance Committoe, if they wished 1o do s0. In
addition, these Accounts were andited every sise months by excternal anditors.
At no time was any issue raised by the Finance Committes, the anditors or
anyone else abont the payments.”

“From the invoices, the information contained berein, and ihe information
received from Mr. Mylan, it is clear what services were provided by Canme
Services between lage 2005 and the middle of 2009.

We are instructed that Mrs. Williarson has written 1o you separately in
relation to Canme Services.

We assert that you have no basis for the speculation about what Mps.
Williamson did, and it is clear thai:

@ the work was carvied out by Mrs. Williamson;
@ Mrs. Williamson was paid appropriately for the work;
& Mrs. Williamson worked hard and regularly over the entire period; and

@ these arrangements were approved by Unton Conuncil.”

6.39 We remain of the view - see [6.34] above - that it is extraotdinaty Williamson
should have allowed such an atrangement to develop and continue. Pollard, the
Union President, knew nothing about Canme Setvices or any work done in

scanning docurnents within the past 5 years. It does not follow, from the fact that
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payments to Canme Services were made known to the Finance Committee, that

membets of that Committee knew Mrs, Williamson was the recipient, or were

aware whether work was actually dose.

640  We say more about disclosure, and the general topic of related party transactions,

in Chapter 7.

m " n

mMMATMMMMN

mmn

55

¥



"ECE-EER B R EEEREERE-E-EENEZE I 3 I-3ECECECEECEE N R e B

CHAPTER 7 - ACCESS TO INFORMATION

7.1

1.2

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, ot by a
company tun for the benefit of that petson, then he or she might be inclined to
favour the supplier over the company that employs him ot het. This problem is
tackled in two ways. First, as a director is obliged té act in good faith towatds the
company at all times, he or she must make full and continuing disclosure of any
such circomstances. 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, ot mote closely monitor, the supply contract.

The second way in which the problem of related patty transactions is dealt with is
by the sequirement that thete be disclosute 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 éompanies, 0 it is with unions. They take fees from theitr members.
The officers of the union owe it a fiduciaty duty - 2n obligation to exercise the
utmost good faith at all times in the putsuit of the union’s interests. This extends
to disclosure by such officers of related party transactions. That tmust be done
formally, and be recorded, if such disclosutes are to be effective. A mere off-
hand comment, or untecorded 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
theit annual financial statements information concetning telated patty
transactions. The obligation arises under the Fair Work (Registered Organisations)
Aet 2009, and the Australian Accounting Standards.
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A related party transaction is a transfer of resources, services or obligations
between related parties, regardless of whether a price is charged.”

7.8  Alsobyc

‘Key management personnel are those persons having anthority and
responstbility for planning, directing and controlling the activities of the entity,
directly or indirectly, including any director (whether executive or oiherwise) of
that entity, ”

“Close members of the family of an individual are those family members who
may be expected to influence, or be influenced by, that individual in their
dealings with the entity. They may include:

{a} the tndividual’s domestic pariner and children;
(&) chitdren of the individual’s donzestic pariner; and

(¢} dependants of the individual or the individual’s domestic pariner.”

7.9 Clearly M. Williamson i_s: one of the key management personnel of HSUeast, and
each of J. Williamson and C. Williamson is a close membet of his fﬁmily.

710  What is the extent of the requited disclosure? The following clauses of AASB124

ate of high relevance: !

‘97 If there bave been transactions between related parties, an entity
shall disclose the nature of the velated party relationship as well as
information  about the transactions and outstanding  balances
necessary Jor an understanding of the potential effect of rthe
relationship on  the financial statements. These  disclosure
requirements are in addition fo the requirements in paragraph 16 io
disclose key management personnel compensation. At a minimmum,
disclosures shall include:

() the amonnt of the transactions;
(b) the amonnt of ontstanding balances and:
(i) their Yerms and conditions, tncluding whether they -

are secured, and the nature of the consideration to
be provided in settlement; and

(72) details of any guarantees given or veceived;
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7.5

7.11

7.12

& provisions for doubtful debts related to the amonnt of
2 outstanding balances; apd.
T
the expense recognised during the period in respest of bad or
"wubiful debts due from related parties.
~uing are examples of transactions that are disclosed if they
are with a related pargy:
(a)  purchases or sales of goods (finished or unfinished);
()  purchases or sales of property and other assets;
(c) rendering or receiving of services;
(d) leases;
{e) transfers of research and development;
/i Zransfers under licence agreements;
© trangfers under finance arrangements (fnckhiding loans and
equity contributions in cash or in kind);
() provision of guaraniees or collateral; and ‘
¥0); settlemsent of liabilities on bebalf of the entity or by the
entity on behalf of another party.
/
21 Disclosures that related parly transactions weve made on ferms

equivalent fo those that prevail in arm’s lngth transactions are
wade only if such terws can be substantioted.”

‘These reporting requi.teiﬁents are not mere formalities. They enable concerned
metnbers of any Federal union ot branch to find out whether their interests are
pethaps being prejudiced by dealings between an official and his intimates. That
matters because the union must be tun for the members, not the officials. Also
mandatory disclosure - even if delayed until the time the annual financial
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

comptehensible way, such officials will be much less likely to enter into such

dealings.

Obviously, all of this is practically useless if disclosute is entitely lacking, or

deficient, of opaque.
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Imaging Partners Online

7.13

7.14

As noted near the outset - see [1.7] above - Williamson disclosed in 2010 that he
was a director of JPO Pty. Ltd, That was done in the Convention Journal, not in
the annual accounts. An ASIC seatch discloses that Michael Williamson of 31
Meagher Avenue, Maroubta was a ditector of Imaging Partners Online Limited
between 7 May 2008 and 9 October 2011.

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 teplied in the negative. If there were no related party transactions
between the Union and any of these entif:ies,. it must follow that there was

nothing to disclose to members of the Union.

Canme, Banksmeadow, United Edge

7.15

7.16

Different considerations apply to United Edge (Chapter 4), pottion of the
Banksmeadow watehouse, and Canme Setvices (both dealt with in Chaptet 6). In

sumnary: !

o M. Wiliamson is a director of and sharebolder in United Edge Pty.
Limited, a major supplier of services to HSUeast;

° he was involved in the lease of pottion of 13/15 Meadow Way,

Banksteadow 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,

To what extent wete these facts and surrounding circumstances made known to

Union members?
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7.17

7.18

7.19

7.20

As pointed out at {1.1] above, there is a difference between:

e the State union, HSUeast;
° the Health Services Union, a Federal union; and

® its biggest branch, HSU East Branch.

We note there is nothing said about any of the tmatters in [7.15] in the published
accounts of the HSU East Branch. Nor do we sﬁggest there had to be, as that
Federal Branch did not have the relevant dealings.

In the accounts of HSUeast (the State union) for the period to 30 September

2010, this appeated in the notes at p. 18 under the heading “Relued Party
Transactions™:

“Transactions with related parties are on normal terms and conditions no
more fawourable than those available to other parttes, unless otherwise stated,

Michae! EVz'liz'a?_;rmzz 75 a director of United Edge who prow'de computer and
IT serviees 1o HSU East. During the year ended 30 September 2070
paynzents to United Edge totalled §1,225,710 (2009: §1,133,665).

... There have been no other transaciions between the officers and the Union
other than those relating fo their membership of the Union and the
reimbursement by the Union in respect of expenses incurred by them in the
performance of their duties. Such transactions bhave been on conditions no more

Javourable than those which & i reasonable to expect would have been
adopred by pariies 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 jease.

In the 2010 Convention boolklet, this appeared in the report of the General
Scc.tetary/ Treasurer (M. Williamson):

T am the President of the Federal ALP, a member of ALP Industrial
Committee, Ececutive Member of the ACTU, Viee President of Unions
NSW, Vice President of ALP NSW Branch, Trusice on First State
Super, Direcror UE Pty Lid, Director IPO Py, Ltd., Member of the
Australia Day Conncil and Unions NSW Finance Committee.”
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7.21

and in the 2011 Centenary Convention booklet, this appeated in the report of the
Acting General Sectetary/Treasurer (P. Mylan):

“Michael Williamson is a Director of First State Super, Chairman of SGE
Credit Union, Director of United Edge Pty. Lid. and State Water. Michael
#s also Senior Viee President of Unions NSW and a Member of the ACTU
Executive. He is also National President of the HSU.”

We know of nothing else which has been published for the information of

membess generally.

Canme Services

7.22

Nothing was said in the most recent published accounts of HSUeast, ot in
preceding years, as to the dealings between the Union and Canme Services. Our
inquiries lead us to the conclusion that, outside a privileged few, members were
oblivious to Canme Setrvices or the payments to it. This was true even up to the

level of the Union President.

Lease to C, Williamson

7.23

7.24

Nothing was said in the published accounts concerning the dealings between the
Union and the General Sécretary’s son. It is no answer to say that some within
the Union knew of the lease, or at least knew of Christopher Willilamson’s paid
occupancy of part of the Banksmeadow premises. All membets of the Union

should have had the facts and citcumstances disclosed to them.

In the HSUeast fmancial report for the year ended 30 September 2010, this was

said:

“Transactions with related parties are on normal terms and conditions no
wore favourable than those available to other parties, unless stated.”
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7.25

and then nothing about the lease {or Canme Segvices). C. Willamson was 2
related patty as he is a close family membet of an individual who was and is in a

key management position in HSUeast. So was J. Williamson,

We doubt the accuracy of the statement just quoted. Out conclusion is that the

lease was distinctly favourable to the lessee.

United Edge

1.26

1.27

7.28

7.29

In the financial report of HSUeast for the year ended 30 September 2010

submitted to the State authorities this appeared:

“Michael Williamson ir a direstor of United Edge who provide computer and
IT services fo HSUeast. During the year ended 30 September 2010,
payments 10 United Rdge totalled §1,225,710 (2009: §1,133,665).”

This statement was deficient. 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 share;s 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 profit from
the extensive dealings between that company and the Union. Nothing was said as

to his proprietary interest in United Edge.

We observe that note 1 to HSUeast’s financial report for the year to 30

September 2010 commences in this way:
“The financial report is a general purpose financial report ... "

There has been inadequate disclosure of related party transactions by HSUeast.
We do not contend that this involved a breach of the law, first because there is
doubt as to whether State untons are under a legal duty of disclosute: see [7.5]
above. In any event it is not out function to reach any such conclusioﬁ. But the
mermbers ate sutely entitled to know the natute and extent of related patty

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 accotdance with all relevant
Australian Accoﬁnting Standards, including but not limited to AASB124. That
should apply to all annual accounts hen;:eform. As ;Ve 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 soutces of income available to Michael

Williamson. However he is niot 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 - ignoting one recotded as being on maternity leave -

their pay as at 30 September 2010 and 12 months later, and the petrcentage

increases, All this information is taken from a staff and salaries list provided to us

by the Usnion. The figures show total salaty and allowances:

Name Position 30.09.10 30.09.11 | Increase
M. Williamsonn | Genetal Sectetaty $315,272.82 | $394,675.87 25%
K. Jackson Executive President $173,314.00 | $286,976.00 (6%
P. Mylan Deputy General Secretary $197,879.10 | $222,881.36 13%
M. Bolano Deputy General Secretary $118,737.00 | $201,463.00 [ 70%
G. Hayes Divisional Secretary $104,026.64 | $194,980.88 19%
C. Glen Divisional Secretaty $104,999.00 { $184,951.00 76%
¥. Seymour Assistant Divisional $118,246.58 | $161,959.45 37%
Secretaty :
C. McMillan Procurement‘Manager $124,985,60 | $155,525.42 24%
B. Gibson Chief Financial Controllex $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 Managex $98,150.00 { $131,835.00 34%

8.2  Out 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 latge increases is because the salaries and allowances paid in Victotia were,
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8.3

8.4

8.5

8.6

8.7

8.8

ptiot 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.
Millet, 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 Ptesident in discussions with the General

Sectetary 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, Willlamson presumably receives income from United Edge, and
pethaps also from Imaging Pattnets Online. The amounts ate not known to us,
because private cotnpanies do not need to publish accounts or their dividend

outcoines. /

Other income he received untll he resighed 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 Willlatason to the Union? As 2
matter of law and general practice, the answer must be in the negative. We take
an example from industry. An individual who runs a latge 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?
Thete can be little doubt that Willizmson held these extra positions by teason of
his long petiod of service, and his position, with the Union, Furthet, he is very
well paid and should have devoted his entire working time and attention to the

Union and its affaits. Accordingly, and this applies equally to other officers and
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8.9

8.10

employees, he could and should be precluded by contract or the Union rules or
both from takiﬁg 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 Uhion rules, and such
a change in future employment contracts, so that members do not see people
such \:as Williamson profiting personally from outside activities. Having said this,
we recognise two things. Pitst, 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.

The Union, as with all employers, provides superannuation for its employees. A
stnall numbez of executives and employees (approxtmately 14) are members of
two older type ‘Wefined benefits” schemes, where the members ate entitled to 2
specific amount upon retirement. These schemes, which are not open to new
members, were underfunded aé at 30 September 2011 by $3,085,899 and such
shostfall is disclosed as a liability of HSUeast. The extent of the underfunding
incteased 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 numbet of employees.
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CHAPTER 9 - PROCUREMENT PRACTICES

2.1

There can be found in each of Chapters 2 (Communigraphix), 3 (Access Focus), -
4 (United Edge), 5 (Mah-Chut Architects) and 6, concetning the Banksmeadow
warehouse and Canme Services, examples of poor 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 ate no guidelines on the use of the Union’s credit cards, or expense
reimbursements, to explain the type of ex;r')endimre that can and cannot be
incurred, nor differing levels of authotity for approval of different categoties of
expenditure. Union credit cards curtently 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 wete also used to procute discount shopping/giftcards for
sale to members as part of /the Union’s reward (discount) program. These
mnvolved costs in excess of $1,100,000 on averége each year being processed via
Union credit cards, teinforcing 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 fusther investigation on
the controls over this program. Out cutsory examination indicated the controls

over gift cards were inadequate.

Credit catd expenditure incurred by HSUeast in the last 4 years was:

Discouttt Card
Purchases

Other Expenditutes  Total

Y/E 30.9.2011
Y/E 30.9.2010
Y/E 30.9.2009
Y/E 30.9.2008

Total
Annual Average

$1,183,457
$1,428,312
$1,190,257
$ 756,989

$4,559,015
$1139,754
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$538,705
$633,448
$734,312
$629,365

$2,535,830
$_633957

$1,722,162
$2,061,760
$1,924,569
$1.386,354

$7,094.845
$.1.773.71



9.5

9.6

9.7

Expenditure incurted on credit cards is instant and can result in expenditure
being incurred without the normal pre approﬁ"al/ authorisation process that forms
patt of an organisation’s system of internal control (i.c. there are less controls in
place at the time the credit card cfcpcn'se is incurred as opposed to controls
notmally in place for payments by cheque). Accordingly there is a need for a

complete and detailed policy in respect of the use of credit cards.

Almost invariably there is nothing to justify the HSUeast credit card expense in
question (e, not shown why the taxi trip taken, enterfainment incurred, why
flowers where purchased and so we could go on). We set out, hercunder, a
handful of examples from the year ended 30 September 2011, but what 1s about
to be stated could be endlessly repeated:

o Employee purchased $50 Kuspy Kreme doughnuts — on each of 4

consecutive days.

° Senior officer incuﬁed expenditute at IGA on 4 occasions in 1 month
an.d.rqmoved Thé half of the IGA docket ;\:fh_ich disclosed the products
acquired ($100; $40; $27; $68).

® More senior officer incurred a total of $2,799 in restaurant entertainment
on 5 occasions over a 6 day period.

° Another semior officet incurred a total of $1,370 on restaurant
entertaintment on 2 occasions (§370 + §1,000) within days.

J Employee incurred $840 travel with Qantas.

° Employee incurred $170 per week on flowers from “Bden Floral Design”.

° Same employee regularly incurred CBD patking (7.5 houss costing
$80.58).

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 “Gffer

the event” reasons, this is not a component of proper control procedures.
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Expense Reimbursements

9.8

9.9

9.10

9.11

Whilst most employees/officers incurred expenditure via credit cards, Michael
Williamson appeats to have not used a Union credit card. He was reimbursed by
HSUeast for expenditure he claimed to have incurted 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 avei:age as

to these categoties:

Accommodation $1,272.86
“Taxis | $588.55
Petrol _ $503.62
Parlding and Tolls $240.88
Meals and Entertainment $2,879.89
Others $165.86

We have sighted expenditute by Williamson in August 2008 for accommodation
in London (at the Sheraton Park Tower Hotel) and the room rate paid was

$A1,191.78 per night; the hotel account for 4 nights totalled $A6,039.75.

We have sighted expenditure by Williamson in August 2008 for accommodation
in Dubln (at the Mortison Hotel) totalling $A5,771.62. This amount appeass on
Williatnson’s petsonal 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 reitnbursed to

Williamson by the Union.

The vouchers supporting Williamson’s expense claims (like credit card
expenditure) do not identify the reasons for the expense not why the expense is a
cost of the Union. The Union should extend any new credit card policies and

controls to also encompass expenditute reimbursement claims by officers and

employees.
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A Satisfactory System

9.12

The characteristics of 2 satisfactoty ptocutement system fot an organisation such
as the Union, which is not a private concetn but 2 member-based organisation

tesponsible for othet people’s money, are to:
e obtain at least two prices before ordering any goods ot services;

e establish a formal process and documentation for the calling of tendets or

expressions of interest.

© ensure that formal tenders or expréssions of interest ate called for the
supply of goods ot services or both whete the likely annual expenditure

exceeds $200,000 (or such other amount as the Union determines to be

approptiate);
o in such cases, do this regularly and in z;ny case at least each 3 years;
° place orders in writing, and retain copies of order forms;
° keep a written tecord of goods actually teceived, and setvices actually

provided, and any shortcomings;

° check invoices against orders, 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 segregaton of

duties/responsibility;

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

those of the otganisation’s approved budget and cash forecasts; and
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9.13

9.14

9.15

9.16

9.17

® requite discretionary and semi-discretionary expenditure to have the
reason for expenditure noted contemporanecusly, in a manner adequate

for the approval process to determine approptiateness.
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 docutnentation in respect of this type of
expenditure does not give any reason how the expenditure incutred related to the

Union’s operations. Much of this expenditute is incurted via credit cards.

Such 3 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 ot members of procurement

staff or both, including merely cosy or frankly illegal practices, are minimised.
/

Existing Union practices satisfy none of the requitements in [9.12] above, save

that a rudimentary matrix is kept as to items of uniforms otdered and received.

The Uniow’s lack of controls around procurement practices is mmost
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 February 2012 also refet to a number of areas where

they are of the opinion that controls need to be implemented or improved.

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
sttuation. It has prevailed for many years. What tnatters is to fix it. Intermal

controls are the responsibility of both Union Council and seniot management.

The Audit Process

9.19

9.20

9.21

9.22

Auditors do not just sigh off on the financial 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 boatd any procedures they have
observed which give rise to tisk of losses to the company. This is generally done

by way of a tnanagement letter.

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 yeats. Whether or not
the audit partner drew rmatters to the attention of management, otherwise than in
writing, we cannot say. This year two things changed, First, the former BDCG
pattner responsible for the audit in previous yeats ché,nged and a new audit
patiner was appointed. Secondly, there was substantial overlap between the time
when the audit was conducted and when our inquity was under way. During that
time Robertson spoke to BDO and pointed out the lack of management letters in

previous yeats.

On 7 Febrary 2012, BDO wtote the letter which appeats 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

numbet of areas whese internal controls are either weak or non-existent,

We recommend that the Union call tenders for auditing setvices, consistently

with [9.12] above, as soon as is practicable.
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Committes of Management / Councillors
Health Services Union East and

Health Services Unfon East Branch

{evel 2, 109 Pitt Street

Sydney NSW 2000

7 February 2012

Dear Committee of Management / Councitlors

MATTERS ARISING FROM OUR AUDIT OF:
»  H5U EAST FOR THE YEAR ENDED 30 SEFTEMBER 2011
- HEALTH SERVICES UNION EAST BRANCH FOR THE YEAR ENDED 30 JUNE 2011

During the course of our audit of H3U East (*the Unlon’) for the year ended 30 September
2011 and Health Services Union East Branch (*the Branch'), we identified matters that may be
of interest to management and those charged with governance.

Appendix 1 to this letter sets out our findings which we would tike to bring to your attention.
We have discussed this letter In draft form with the Acting General Secretary (Mr Peter Mylan)
and Chief Financlal Controller (Mr Barry Gibson). We understand they will consider the
matters raised by us along with the report to be recetved from Independent Panel of Experts,
and forrnutate an appropriate action plan in response.

We remind you that the objective of an audlt is to obtain reasonable assurance whether the
financial report is free of any material misstatement and it is not destgned to identify matters
that may be of interest to management in discharging tts responsibilities. Accordingly, our
audit would not usualty identify all such matters,

This letter is prepared solely for the information of management and 5 not intended for any
other purposes, We accept no responsibility to a third party who uses this communication.

We shail be pleased to discuss with you further any matters mentioned in this report at your
convenience.

Yours faithfully
BDO Audit (HSW-VIC) Pty Lid

Jeff Abela
Hrector

Cec. Peter Myvlan, Barry Gibson,
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CHAPTER 10 - GOVERNANCE ISSUES

10.1  This chapter deals with issues of governance, and recommends certain changes.
Most will require, for effective irnplefnentation, change to the tules 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 pressute from the general membership.

Union Council

10.2 By the rules of HSUeast following amalgamation, and in patticular tule 15, the

affairs of the Union are vested in the Union Council which comprises 76

members as follows:

St

V)  General Secretary (1) (elected by and jfrom the members of the
Bransh) '

(b} Exscﬂz‘z'v?' President (1) (elected by and from the memibers of the
Brasch)

(¢ Depz;y Ge_:éera/ Seoretaries (2) (elected by and frome the mensbers of
the Branch)

/

(d) Diyiﬂbfzé! Secrotaries (2) (elected by and Jrom the members of the
Branch)

(¢} Assistant Divisional Secretaries (2) (elected by and from the
menzbers of the Branch)

@ twenty-one Councillors from Hospitals or Health Services one of
whome shall come from Health Managers Sub-Branches and with at
beaist two but not wrore than three Conncillors being drawn from each
of the eight Area Health Services (refer note 1) (elected by the
membership of the Branch from members of the Branch in New
South Walss)

(7)  Twenty General Representatives from New South Wales (elected by
the membership of the Branch from members in New South Wales)

(B)  Twenty-three Conncillors from Victoria (elected by the membersbip '1
of the Braneh from members of the Branch in Victoria)

() One Councillor from a private hospital (elected by and from the
members of the Branch)
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)  One Councillor from an aged care fasility (elected by and from the
wmembers of the Branch)

(k) One Conncillor from an Ambulance Serviee (elected by and from the
members of the Branch)

() one Councillor from the Australian Capital Tervitory (elected by the
meybers of the Branch from members in the ACT).”

and a further 4 following election of the President arid 3 Vice-Presidents who ate

elected by and from the Council. By rule 15 (4):

“Where a member of the Union Council becomes the President or a Vice-
DPresident, be/ she shall cease to be and act as a member of the Union Council

and the office previously held shall be a casual vacancy and filled in
accordance with rale 18.”

10.3  We note that by rule 15 (3):

“All of the members of the Council shall bave a vote on the Counsil exeept
Jor the Divisional Secretaries, the Assistant Division Secretaries and any
other employees of the Branch who hold office.”

Union Elections !

10.4 By tule 17, members of Union Council are elected every 4 years, and hold office
for that period. Howevet there has not been a contested election since 1999. On

each occasion since a slate of candidates, called the “Wilkamson ticker”, sufficient

to fill all vacancies but 110 more, nominated. Hach candidate was elected.

10.5 Al candidates on such a ticket are beholden to the leader of it: the General
Secretaty. With his support, they become members of Union Council. That
catties with it responsibilities, but also prestige and monetaty 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 2 block. These people cleatly belong to,

ot travel along with, a faction which has tun the Union for the past decade ot

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 untrue, or less true,
now. On some issues neatly all the NSW members of Union Council take one
position, and neatly all the Victorian members take another. But that has to do

with conflict, and little to do with a functioning democtacy

Size of Union Council

10.7

10.8

10.9

There 1s meant to be an Annual Delegates Convention, to be held each June, In
2011, 2 Centenary Convention was held in November, as the otiginal predecessor
otganisation of HSUeast was registered on 12 Octobet 2011. This year, we ate

told, no Convention is to be held. How this can be is a mystety to us, as by rule

36 (a):

“An Annual Delegates Convention of the Union shall be held within the
month of June (ihe first being in June 2007) at such time and place as the
Unton Council may determine ..."

but that power of deternination does not extend to not holding a Convention
one yeat, ot to holding it outside June.

/
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 sead up to 4
non-voting delegates. The Convention contributes to the democtatic functioning

of the Union, although we note that by . 36 (1) it has no power “%o exervise any of

the functions of management’.

Given the required frequency of meetings of the Convention, which we are told
ate well attended and often lively affairs, it is quite unnecessaxy that there should
be a Union Council as large as it is. Most large public companies in Australia have
boards of ditectors 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 {10.4] above - it
functions like a members’ congtess, or a powerless parliament, not a board of
ditectors. Such a board is required to make decisions for the good of members
genetally, 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 likelhood of zeal elections for
membership, This is in contrast to the present situation where those on a ticket

are elected unopposed.

General Secretary/Treasuret

10.10 In some organisations - indeed in some countries - nearly all effective power is

10.11

10.12

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 teason is that such a
petson 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
cominand of one petson, as has been the case in HSUeast. By 1. 24, the General
Secretary is the chief executive officer, the keeper of the minutes, the keepetr of
the register of members, the holder of Union propetty, and “hall run the affairs of
the Union between Union Counct! meetings”. By 2. 25, each of the Executive President,
the Deputy General Sectetaries, the Divisional Secretaries and the Assistant
Divisional Secretaties are “subject fo the direction of the General Secretary™.

Rule 15A sets up an Executive Coprnittee. It comptises the Genetal Secretaty,

and each of those petsons just mentioned. They have all been under his

command. It must be expected that the Executiye Committee will did his

bidding. And that Committee has power by . 15A (b), subject to the tules and

Union Council, to “tonduct and manage the affairs of the Union and between meetings of the

Uniton Council may exercise all the powers af Union Conncil” save power to change the

rules, or the pay or conditions of employment of full-titne paid officers of

HSUeast.

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 “Aeting General Secretary/ Treasnrer”.
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10.13  Itis highly desirable that the functions of General Secretary and Treasutrer 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
finances, for bringing forward an " annual budget and cash forecast, for
supetvising prepatation of periodic and annual ﬁnaﬁcial statements, and for

dealing with the Union’s auditors.

Employees as Council Members

T A1 T OTI N W W 4% O% 4T

10.14 At present, by rule 15 (3), each member of Union Council has a vote “bxceps for 2he

Divisional Secretaries, the Assistant Divisional Secretavies and any other emiployess of the :

Branch who hold office”. So the strange situation is that thete are members of E
Council who are elected, accordingly have their employment situation with the E

Union entrenched and protected, are members of Union Council but cannot E

vote. Thete is no point in having them on Union Council as non-voting E
members. And it would be better for the Union if they were ordinary employees, E
capable of being dismissed in the ordinary way for misconduct ot incompetence. C

10.15 We recommend that the Union Council comptise: E
E

® not mote than 12 directors, the number to be decided by the Union, E

(b) of whom one only, the General Sectetary, be a paid employee of the

Union, and
(c) that the Council elect from its number 3 other officeholders, namely, the
President who will pteside at all Unjon Council meetings and E

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

absent, and a Treasurer who will have the functions stated in [10.13] and

convene and preside over meetings of the Audit and Compliance

Commmittee.
10.16 It is a nice question whethet the board should be elected by the membership of \#
the Union as a whole, or by discrete groups within the Unton. We favour the 1B
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fotmer as being more generally democtatic. 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 1, 18,

such vacancies ate 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 informatioﬁ, and then a Union Council vote
held. At 2 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. Bven mote obviously, the elections - held
every 4 years - should be advertised both eatly and widely within the Union. A

culture of engaged participation by membets can only lead to a better Union.
Audit and Compliance Committee

10.19 Williamson has for years past decided the membership of Union committees.
Ted Hinge, who has been a 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 appointment of Council members to the Audit and
Compliance Committee.”

to which Williamson relied the same day:

“Ti Ted, will give you a call. I remember our conversation re your interest all
OK. Wil excplain. Michael.”
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10.20

10.21

10.22

Williamson rang and told Hinge that some people had been on the committee for

yeats, and “we owe them, but you will be the next cab off the rank”, ot wozrds to that

effect.

Hinge told us that the committee comprises individuals chosen by Williamson,
who individually and collectively lack either the ability ot the inclination, pethaps
both, to ask questions concerning accounts and finance, This tends to be botne
out by our perusal of minutes of the Aundit 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. S¢ far as appeats from the minutes,
the committee did not closely scrutinise figures ot other infortnation 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 Bastern Sydney and Illawarra Area Health Service, and has
much experience with budgets and financial statements. Had positions on the

committee been chosen on metit it is hard to see how he could have not been

chosen. /

We recommend that the tules be changed so as to requite that the Audit and
Compliance Committee comprise 5> membets, one of whom is the Treasurer, the
others being chosen by Union Council, not the General Secretaty ot 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:

“a process, effected by an entity’s board of direciors, management and other
personnel designed to provide reasonable assnrance regarding the achievernent
of objectives in the following categories:
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10.24

10.25

R

@ effectiveness and ¢fficiency of operations;
© relinbilily in reporting;
@ compliance with applicable laws and regulations.

Internal control can be considered an integral part of -an organisation’s
Qovernance and risk management systent - effected, understood and actively
Jollowed by the governing body, management and other personnel - to exploit
the opporiuniiies and o manage the visks tn achieving the organisation’s
objectives ... all organisations, no matier their sige or structure, privave or
pubits, should have an appropriate internal control sysiems in place.”

- see the December 2011 report of the Committee of Sponsoring Ozganisations

(“COS0* of the Tieadway Commission.

The five components of internal control (relating to each of the three main

categoties referred to in 10.23) can be described as:

° Control Environment

® Risk Assessment

e Control Activities

e Information and Communijcation
° Monitoring Activities.

We have been advised that the Union’s system of intetnal control has not been
documented. This does not mean that a system (or part 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 intetnal control,

howevet, has inherent limitations:

(2) non-documentation takes it impossible to determine the extent and

sophistication {ox otherwise) of any controls that may exist;
(b) the system cannot be tested or monitored;

(©) changes in employees and Councillors will, most likely, result in any

procedutes and controls being partially or completely lost;
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10.20

10.27

1 of the system of internal controf cannot occur,

.ne basic (non-documented) procedutes in operation, it is our

e Union does not have in place policies and procedures that can be

properly 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 utgency in a most basic and summatised manner (i.e. in bullet point
form unless more detail is required) to enable existing procedutes to be
maintained, but without incutring 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)

@ prope;:ty management

° credit cards /

° expense reimbursement

° recruitment, employment and remunetation/paytoll 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

e management teporting framework

® records retention and business continuity/disaster recovery plan

o segregation of duties/responsibilities in all aspects of operations to

underpin effectiveness of internal control systemn
® membership (recruitment, billings, services, registers)

e asset protection (registers, inventory 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 intetnal

controls, with a view to enhancement as necessaty, consistently with this report.

In Conclusion

10.29 This much of this final chapter had been written when the administratot was

appointed: see [1.20] above. By final order made by the Federal Court on 21
June, all elected positions have been declared vacant. The Union will be undet
administration for 120 days from that date, possibly less, quite likely mote, given
the tasks that have to be perfortmed before fresh Union Council elections can be
held. The administrator can do many necessary things - for example, fix all
aspects of the procutement and employment processes of the Union, zationalise
staff, call tenders with suppliers, and consider whether proceedings for unjust
enrichment should be brought - but he cannot achieve a democratically
functioning upion. That must await resumption of control by Union Council.
Then it will depend upon acceptance by all concerned that the Union has not
been goveined for and by the members, as it ought to be, over a past extended

period. And that this must change.



APPENDIX 1

TAN TEMBY QC

Born in Perth in 1942, Temby obtained a law degree with honours ftom. the University

of Western Austyalia, was sidmitted as a solicitor in 1966, and became a member of

Notrthmote 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 of WA, and
of the Law Council of Australia, which is the peak national body for lawyers.

Temby became the fiest Director of Public Prosecutions for the Commonwealth in 1984,
and the first Commissioner of the Independent Commission Against Corruption in
Sydney in 1989. Since 1994 he has been in private practice as a batrister in Sydney. He is
a long-sewving member of a Bar professional conduct comunittee, has been on the
Council of the Bar Association fot sevetal years and is currently setving as Treasurer. He

was appointed as an Officer of the Order of Australia for his services to the Jaw.

" DENNIS ROBERTSON FCA

Robertson is fellow of.the Institute of Chattered Accountants in Australia. Born in 1949,
he joined the firm which is now Weston Woodley & Robertson in 1968, and became a

pattner in 1973. He is registered as a tak agent, and was registeted as 2 company auditor

for 38 years until 2010.

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 propetty
development, multi-national companies, ttade unions, government bodies, law firms and
financial institutions. His wotk has chiefly been in the audit and business setvices areas,
Robettson has conducted investigations both local and overseas for business and
company acquisiﬁons, 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 fox

the Bar Association in disciplinary mattets.

Robertson was a member of the Institute of Chartered Accountants National Audit

Advisory Coromittee for a number of years. He was granted the Institute’s Metitorious
Setvice Award in 2003.
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APPENDIX 2
APPENDIX TO LETTER FROM BDO TO COMMITTEE OF
MANAGEMENT /COUNCILLORS, HSUeast, 7 FEBRUARY 2012
3. SEGREGATION OF DUTIES - ADMINISTRATION ACCESS TO THE
GENERAL LEDGER

Observation

The finance 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 ensute the audit trail reporting is always on, and change requests
are made only on proper approval of the request.

The finance team should only have user access, With a user access, incotrect postings
have to be corrected through journal entries, which provide an audit trail.

4. REGISTER OF RELATED PARTIES

Obsetvation

We noted that several related patty relationships exist, some of which are disclosed in the
statutory finance report of the Union and Branch and othess that are not required to be
disclosed but are televant to Council decision making,

Implication

Related parties are a source of conflict of interest that may result in inapproptiate

. dealings by the Union with related parties.

Recommendation
We recommend that a “egister of relared parties” be maintained.

Such a register would identify related parties, the Union’s business dealings with the
related party and details of authotisation/approval of the arrangements. We believe
related parties should be broadly defined to include any person or entity for whom there
could be a petceived “wonflict of interest”. This definition would be beyond the definition
described in Australian Accounting Standards for statutory reporting purposes.
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Good governance practices would require that where there is a potential conflict of
interest that the Officer or staff member involved abstain from the decision making,

If a business dealing is independently apptoved, we recommend it be recotded in a
“elated parties register” for transparency and reference be newly appointed Officers.

5. LONG SERVICE LEAVE RECORDS

Observation

We noted that the leave liability tepost has some softwate limitations and does not
accutately recotd long service leave entitlemaents (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 ot taken, a manual determination is
made from undexlying personnel records maintained.

Implication

The LSL provision repotted in financial reports may not be accurate and the leave
liability tepott is not necessary reliable for all individual employees.

Recommendation

We recommend that further consideration be given to using mote accutate software for
automated leave liability records. /

0. RECONCILIATION OF MEMBERSHIP SYSTEM TO ACCOUNTING
SYSTEM .

Observation

We noted that the separately maintained membership system is not compared with the
accounting recotds,

Implications

Without comparing the data from one system to the other, there is no way of ensuring
that they are recording the same transactions or that income is complete.

Recommendation

Repotts should be made available from the membership system on a monthly basis
which ate then tracked back and compared with the MYOB general ledger income

balance,
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7. EXCESSIVE ANNUAL LEAVE BALANCES .

We noted excessive balances of annual leave and long service leave accrued pet your
“Yeave Lability report” for many employees at yeat end. We note below those with
entitlement balances as at 30 September 2011 oz-500 hours or more for annual leave and
1,500 houts or mote for long service leave:

Staff Name Annual Leave Hours Long Service Leave

More Than 500 Houts Houts More than 1,500
Houss

A. Anset 681

B. Morgan 722

M. Bolano 807

R.K. Feithem 875 1,923

B. Gibson 772

G.]. Hayes 1,066

J. Jackson 976

K. Jackson 453

C.R. McMillan 864

P.J. Mylan 837 1,923

M.A. Williamson 539 2,216

Implication

Accumulation of excessive leave can lead to issues including staff fatigue and
petformance, if leave is not taken regulatly. Internal controls can be enhanced by staff
taking annual leave of at least 2 weeks as bther staff ate able to be trained in taking on
other responsibilities. The taking of leave also reduces the incremental cost associated
with annual leave being paid after successive pay tises and improves cashflow.

Recommendation

We trecommend that a policy be formulated in respect of accumulation of leave
entitlements.

8. CASH FL.OW FORECASTS

Observation

In our opinion the Union has cashflow pressutes which need to be carefully managed.
The Union’s bank facilities are currently being negotiated. We noted that cash flow
forecasts are not prepared for future yeass.

Implications

‘The union has a significant loans balance payable with regular repayments required.
Without preparing a cashflow forecasts it will be difficult to determine the cash

requitements. This may tesult in an increase cost of finance and incorrect decision in
tespect of discretionary spend, for instance to putchase ot sell propezties.
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Recommendation

Cash-Flow forecast and comparisons to actual cash flows should be provided to the
Committee of Management on a regular basis.

9. ACCOUNTING RESQURCES

Observation

We noted that the Chief Financial Controller has a significant workload which inclades
all accounting and associated financial reporting and transactions, as well as managing the
Union’s propetties (which is not outsourced):

We do note that some changes are 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 resourcing of finance depattment and propetty management
functions be assessed in detail.

10. CREDIT CARD APPROVALS

/
Obsetvation

We have observed that there are internal control procedures requiring credit catd
transactions to be suppotted by appropriate invoices/receipts and that duting the year we
noted that these were approved. *

We note that credit card approvals for the Secretary ate performed by the Deputy
Secretary.

Implications

Because the Deputy Secretary is junior to the Secretaty, 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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1. CREDIT CARD POLICY
Observation

There is on credit caid policy covering the purpose and use of individual credit cards, for
employees to sign upon receipt of a Union Credit Caxd. -

Implications

Employees may use the credit card in a way that may be considered to be inappropriate
by management. Without written policies and agreed tetms and conditions as to its use
with the staff member, it may be difficult to take action against the staff member for
inapproptiate use of the card. Also management approving the payments do not have a
clear ditection on the approval of the amounts charged or if they should be teferred to a
higher authority.

Recommendation

Catd 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 signed and agreed to all terms 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
cuttently owns. It’s very cambersome to work on excel spreadsheets especially due to the
substantial amount of assets,

Recommendation
We tecommend you invest in a svitable system to treplace the excel fixed assets registes.
13. PROCUREMENT

Observation

We are not aware of the Union having any documented policies in respect of
procurement of significant goods and services.

Implication
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The union may not be securing the best value. Committee of Managetnent 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 tequitements
for:

e Selecting suppliets _
e Contracting fot ongoing supply of goods and services
e Monitoring quality of setvice and delivery.

14. APPROVAL OF CAPITAL AND SIGNIFICANT EXPENDITURE

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 Septetnber 2011, that the teview and approval of
expenditure by the Council only happens after the payment is made.

In the conduct of our work we did observe approvals for expenditure below $100,000 in
line with the above requirement. We did not observe the requirements being met in
respect of capital expenditore 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” ie. before the
expenditure is committed to rather than ratification.

Implication
Transactions may be inappropriately authotised.

Recommendation

Significant capital expenditure to be undertaken by the Usion should follow the
authotisation procedure above. Any capital expenditare exceeding $100,000 or $200,000
should be authotised 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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