6 October 2017

Mr John Ellery

Secretary, Victorian Telecommunications and Services Branch

Communications Division

Communications, Electrical, Electronic, Energy, Information, Postal, Plumbing and Allied Services
Union of Australia

Sent via email: jellery@cwu.asn.au
Dear Mr Ellery

Re: — Communications, Electrical, Electronic, Energy, Information, Postal, Plumbing and
Allied Services Union of Australia, Victorian Telecommunications and Services Branch -
financial report for year ending 31 March 2017 (FR2017/14)

| refer to your letter dated 19 September 2017 providing advice in relation to the issues | raised
concerning the financial report of the Victorian Telecommunications and Services Branch of the
Communications Division of the CEPU.

| note in particular your advice relating to the Branch’s current net asset deficiency position and
management’s plans to address the problem. The Registered Organisations Commission would
anticipate that the next financial report should reflect an amelioration of the Branch’s financial
position, including reporting how the liability for the redundancy incurred on 4 August 2017 is
discharged. This assumes that any dispute over payment for debts will be resolved.

On the basis of the information you have provided, the report has been filed.

If you have any queries regarding this letter, please contact me via email at
stephen.kellett@roc.gov.au.

Yours faithfully

Stephen Kellett
Financial Reporting
Registered Organisations Commission

GPO Box 2983, Melbourne VIC 3001
Telephone: 1300 341 665 | Email: regorgs@roc.gov.au
Website: www.roc.gov.au
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(4) The Branch does not know if the redundancy payment will be paid this year. If the
National Council maintains the position reflected in its resolution of 6 April 2016, the
payment will need to be made by some other part of the organisation. (See below).

(5) The dispute over access to the funds has not been resolved.
(6) At the time of preparing the financial report:

(a) The employment of the employee the subject of the Court proceedings had not
been terminated. (Her employment was subsequently terminated with effect from
8 August 2017);

(b) The overwhelming potential liability of the Branch was employee entitlements.
Under the Unions’ National rules (rule 6.2.1.5) provision for all employment
entitlements for Officers and employees is required to be made by Divisions at
Divisional or Branch level. In the absence of access by the Branch to its
Investment Fund resources, previously identified by the Division as available for
such purposes, responsibility for making provision for such entitlements lies with
the Division under the rules. Accordingly, if and when employee entitlement
liabilities were crystallised provision would need to be made by the Division;

(c) The Division’s position in relation to the property proceeds is reflected in its
resolution of 14 July 2006 (DE 06/25):

“That further to Divisional Executive 06/20 on the sale of 67-71 and 58
Cromwell Street, Collingwood, Divisional Executive resolves:

(a) That the Victorian T&S Branch retain as funds the proceeds of the sale
that exceed the booked value amount transferred from the Divisional
Special Fund for the property.

(b) That to meet the requirements of National Rule 6.2.1.5 the Victorian P&T
and T&S Branches’ invested funds from the sale be considered as
available to meet officials and employees employment entitlements, if a
need arises.

Further, the Divisional Executive recommends to the Victorian Branches that
part of the investment be nominated as an investment to cover the provision for
employee entitlements.”

(d) The National Council, on 6 April 2016 consistently with rule 6.2.1.5 had referred
to the Division:

“the issue of payment of employee entitlements in excess of funds required
by the Branch to operate”,

(e) The National Council had shown a willingness to permit access to the Industry
Fund Portfolio Services Investment for special purposes, namely payment of
capitation fees by the Branch. The National Council had adopted a resolution on 6
April 2016 as follows:

“National Council will now resolve to permit the Victorian T&S to make
payment of its capitation debt plus 22.5% of the branch's membership
contribution income for the final month of the financial year March 2016 from
the preserved funds. For the avoidance of doubt this resolution does not
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18 Sepiember 2017

Mr John Ellery

CEPRPU Communications Division T & $ Vic Branch
PO Box 415

CARLTON SOUTH VIC 3053

Dear John,

Re: — Communications, Electrical, Electronic, Energy, Information, Postal, Plumbing and Allied Services
Union of Australia, Victorian Telecommunications and Services Branch - financial report for year ending
31 March 2017 (FR2017/14} - Related party (intra-Divisional) transactions ~ recongiliations

We refer to Mr. Kellelt's (Financial Reporting — Registered Organisations Commission) letter dated 5
September 2017.

Please find attached our explanations for the variances between the related party disclosures of the
respective reporting units,

Yours sincerely
MSI RAGG WEIR

|==—Sa

LEE WONG
Partner

A member of

Indcp:n legat & accounting firms LAANILITY LIKITED 8 A SCHELE APPROVED UNDER PROFESSIONAL STANDANDS LEGISLATION



ltem 1:

Note 13A discloses a $0 balance for revenue charged to *CEPU T&S insurance reimbursement” for 2017,
The corresponding note 13A of the report for the Victorian Postal & Telecommunications Branch discloses a
$9,019 balance for expenses paid to "CEPU T&S Vic Branch reimbursement of insurance expenses”.

Note 11B discloses a $0 cash inflow from the Victorian Postal & Telecommunications Branch. The
corresponding Note 11B of the repont for the Victorian Postal & Telecommunications Branch discloses a
$9,018 cash outflow to the “CEPU T&S Vic Branch”.

Explanation for item 1:

The workcover reimbursement has been recorded accurately in CEPU T&S's MYORB GL as debit entry to the
General Account and credit entry to Workcover Expenses on 1 August 2016,

The reason that the reimbursement was not disclosed was because both management and auditor were
using the "Sales by Customer” report from MYOB when preparing and reviewing the disclosure respectively.

Thus the non-disclosure was unintentional,

Gl extract from CEPU T&S below:

CEPRPU.T.& S, VIC, BRANCH
PO Box 413
Carfian South e 3033

(zeneral Ledger [Detail]
1/04/2016 To 31/03/2027

T IR Src v *
1-11140 General Account
CR008334 CR 1/08/201%5 CWU P&T - Share of Workcovert 59,019.77
§-5300 Waorkcover
Beginning 50.00¢r
Balance;
CRO08330 CR 1/08{2G15 CWU P&T - Share of Workcover Insurance 59,018.77

item 2:

Notes 48 and 13A disciose a $159,708 balance for capitation expense to CEPU Divisional Conference. The
corresponding notes 3A and 13A of the reporl for the Communications Divisional disclose a $173,607
balance for capitation received from the Victorian T&S Branch.

Explanation for item 2:

S
Disclosur® as per CEPU Div Comm = 172,607
Div Comm (GST not includad on 2 invoices) = (2,541}
Actual capitation {excluding GST) = 171,066

CEPUT&S {GL - capitation iees before audit adjustment) = 171,066
Audit adjustment = (11,358} {reversal of prior year darch'16 capitation accrual
already included in $171,066)
Disclosure as per CEPUTE&S = 159,708

Thea amounts disciosed in the financial statemants of CEPU T&S is therefore correct,



ltem 3:

Note 118 discloses a $328,026 cash outflow to CEPU Divisional Conference. The corresponding note 118 of
the report for the Communications Division discloses a $290,183 cash inflow from the Victorian T&S Branch.

Explanation for item 3;

5
Cashilow disclosurs as per CEPU Communications Division = 290 193 Hote 1
Add. GST on invoites = 25545 Hote 1
Add Payment of capidation mvoice on 874716 not sncluded in cashflow of CEPU Comm Division = 12287 Hote 2
Cashflaw disclosure as per CEPU T&S = 328 026

Hote 1 - We note that the disclosure as per Hote 118 for the 1epart of Communications Division
does not inciude GST

Hote 2 - Wa note that the disclasure in the report of the Communications Division
l:as nol includled the payment of the March'2016 capitation invoice dated 31 IMaich 2046
Thig invoice was paid on 5 May 2015 {nveice value of 512 287)

The amount disciosad in the financial statements of CEPU T&S is carrect



5 September 2017

Mr John Ellery

Secretary, Victorian Telecommunications and Services Branch

Communications Division

Communications, Electrical, Electronic, Energy, Information, Postal, Plumbing and Allied Services
Union of Australia

Sent via email: jellery@cwu.asn.au

Dear Mr Ellery

Re: — Communications, Electrical, Electronic, Energy, Information, Postal, Plumbing and
Allied Services Union of Australia, Victorian Telecommunications and Services Branch -
financial report for year ending 31 March 2017 (FR2017/14)

| refer to the financial report of the Victorian Telecommunications and Services Branch of the
Communications Division of the CEPU. The documents were lodged with the Registered
Organisations Commission (‘the ROC’) on 2 August 2017.

Before filing the report, | am writing to seek your advice and clarification in relation to the following
matters.

Going Concern

Australian Accounting Standard AASB 101: Presentation of Financial Statements paragraph 25
relates to the assessment of an entity’s ability to continue as a going concern. Australian Auditing
Standard ASA 570: Going Concern looks at the requirements for auditors in relation to their
responsibility to obtain sufficient appropriate audit evidence about the appropriateness of
management’s use of the going concern assumption in the preparation and presentation of the
financial report and to conclude whether there is a material uncertainty about the entity’s ability to
continue as a going concern.

| note that the Auditor’'s Statement has drawn attention to the current net asset deficiency position
of $318,294, disclosed in Note 1.28, stating that this indicates the existence of a significant
uncertainty in relation to the Branch’s ability to continue as a going concern.

The current net asset deficiency as at 31 March 2017 was larger than the current net asset
deficiency reported as at 3 March 2016, to which | drew your attention in my previous
correspondence.” It is also larger than the current net asset deficiency of $241,217 shown in the
statement of financial position as at 31 March 2015.

Your note 1.28 indicates that the Branch’s access to funds of $671,267 from investments disclosed
in the Branch’s non-current assets is subject to a Court order dated 1 July 2016 that the Branch
refrain from making any redundancy payment from those funds.

! See letter dated 31 August 2016
GPO Box 2983, Melbourne VIC 3001
Telephone: 1300 341 665 | Email: regorgs@roc.gov.au
Website: www.roc.gov.au
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| have examined the Court order and the judgment of the related matter,? which indicate a dispute,
between the Branch on the one hand and the National Council and Communications Division on
the other, over the availability of the aforementioned investment funds for operational purposes
including making the said redundancy payment. Whilst the declaration in the Committee of
Management statement that “there are reasonable grounds to believe that the reporting unit will be
able to pay its debts as and when they become due and payable” might be thought to reflect the
view of management, stated in Note 1.28, that the Branch® has access to the investment funds
“pursuant to Rule 58...and based on previous usage of the funds”, it is not clear whether this
subjective view will be, or is likely to be, objectively given effect, and if so when. Paragraph 26 of
Australian Accounting Standard 101 states that

“in assessing whether the going concern assumption is appropriate, management takes into
account all available information about the future, which is at least, but is not limited to, twelve
months from the end of the reporting period.”

Paragraph 12 of ASA 570 requires an auditor to evaluate management’s assessment of the
reporting unit’s ability to continue as a going concern. Paragraph A10 of ASA 570 describes that
this evaluation

“may include an evaluation of the process management followed to make its assessment, the
assumptions on which the assessment is based and management’s plans for future action and
whether management’s plans are feasible in the circumstances.”

Finally, | draw attention to the duties of officers under sections 285 and 287 of the Fair Work
(Registered Organisations) Act 2009 (the RO Act) in relation to the financial management of the
Branch. These sections require officers to exercise their powers and discharge their duties with
care and diligence, in the best interest of the organisation and not to cause detriment to the
organisation. It is incumbent on officers to take appropriate steps to address the going concern
issue and ensure its continuing solvency.

On the basis of the above considerations, | would ask you to provide additional information as
follows:

(1) What factors have led to the growing current net asset deficiency;

(2) What steps management are taking to address the current net asset deficiency;

(3) Whether the provision of $95,361 for redundancy disclosed in Note 8A represents the
provision for the redundancy that was the subject of the Court order;

(4) Whether the redundancy will be paid during the current year and if so, how it will be paid;

(5) Whether the dispute over the issue of access to the investment funds has been resolved,
and if so, how;

(6) In view of the nature of the dispute, at the time of preparing the financial report for 2017,
what considerations led management to be confident that the Branch would be able to pay
its debts when they became due and payable;

(7) Whether management sought or received any advice, including any advice from the
auditor, as part of its process of assessing the Branch’s ability to continue as a going
concern for the purposes of the 2017 report;

(8) If the dispute is not resolved, how will the Branch pay its debts as they become due and
payable over the next 12 months;

(9) Whether management has identified any relevant events or circumstances that will have an
impact on the Branch’s ability to continue as a going concern over the next 12 months.

Operating report - number of employees

Pursuant to sub-section 254(2)(f), regulation 159(b) requires the disclosure, in the Operating
Report, of the number of persons that were, at the end of the financial year to which the report
relates, employees of the reporting unit. Regulation 159(b) also requires that where the number of

2 Rayner v Ellery [2016] FCA 771 in matter VID 342 of 2016 at http://www.austlii.edu.au/cgi-
bin/viewdoc/au/cases/cth/FCA/2016/771.html
® It seems clear from the context that references to “the Union” represent references to the Branch.
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employees includes both full-time and part-time employees they are to be measured on a full-time
equivalent basis. This means that part-time employees have to be calculated as a full-time
equivalent and the calculated equivalent added to the figure for full-time employees for a single
figure.

The Operating Report did not disclose a full-time equivalent number but stated that the number
“measured on a full-time equivalent basis was 3 and part-time basis was 1”. Please clarify the
single full-time-equivalent number.

Related party (intra-Divisional) transactions — reconciliations

Note 13A discloses a $0 balance for revenue charged to “CEPU T&S insurance reimbursement”
for 2017. The corresponding note 13A of the report for the Victorian Postal & Telecommunications
Branch discloses a $9,019 balance for expenses paid to “CEPU T&S Vic Branch reimbursement of
insurance expenses”.

Note 11B discloses a $0 cash inflow from the Victorian Postal & Telecommunications Branch. The
corresponding Note 11B of the report for the Victorian Postal & Telecommunications Branch
discloses a $9,018 cash outflow to the “CEPU T&S Vic Branch”.

Notes 4B and 13A disclose a $159,508 balance for capitation expense to CEPU Divisional
Conference. The corresponding notes 3A and 13A of the report for the Communications
Divisional disclose a $173,607 balance for capitation received from the Victorian T&S Branch.

Note 11B discloses a $328,026 cash outflow to CEPU Divisional Conference. The corresponding
note 11B of the report for the Communications Division discloses a $290,183 cash inflow from the
Victorian T&S Branch.

Please provide your advice as to the reasons that would explain these differences.

If you have any queries regarding this letter, please contact me via email at
stephen.kellett@roc.gov.au.

Yours faithfully

Stephen Kellett
Financial Reporting
Registered Organisations Commission
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T&S - Vic Branch
LEN COOPER Secretary

M. PO Box 415, Carlton South Vic 3053
A. B2/L3, Trades Hall, 2 Lygon St. Carlton South

P. 03 9663 6815 | F. 03 9663 8249

Ref: VB 17/58
2 August 2017

Registered Organisations Commission
GPO Box 2983
Melbourne Vic 3001

Lodged by email: regorgs@roc.gov.au

s.268 Fair Work (Registered Organisations) Act 2009 (RO Act)
CERTIFICATE BY SECRETARY

| Christopher John Ellery being the Branch Secretary of the Communications, Electrical,
Electronic, Energy, Information, Postal, Plumbing and Allied Services Union Of Australia,
Communications Division, Telecommunications and Services Branch (Victoria),
(Communication Workers Union) certify:

¢ that the document lodged herewith is a copy of the General Purpose Financial
Report for the Communication Workers Union, Telecommunications and Services
Branch (Victoria) for the period ended 31 March 2017 referred to in s.268 of the Fair
Work (Registered Organisations) Act 2009; and

o that the the General Purpose Finance Report year ended 31 March 2017, was
endorsed at the Committee of Management meeting of the reporting unit on
Wednesday 20" June 2017, and

e that the Full Report was provided to members of the reporting unit on the 22™ June
2017, and

e that the full report was presented to a meeting of the Branch Executive of the
reporting unit on 25" July 2017 in accordance with section s.266 of the Fair Work
(Registered Organisations) Act 2009.

Note: The General Meeting on 25 July 2017 was declared inquorate. A meeting of Committee

of Management members also lapsed for lack of quorum. The meeting then reverted to a
Branch Executive meeting of the reporting unit, a quorum of which was present.

Yours faithfully

JOHN ELLERY

Branch Secretary

Communication Workers Union
Communications Division CEPU
Telecommunication & Services Branch Victoria
m. 0419 823 580 | e. jellery@cwu.asn.au

Attached: General Purpose Financial Report 2017 [SLD 17/33A]

Communication Workers Union (CWU) Is The Communications Division Of The CEPU
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