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Mr Chris Brown

National Secretary

Health Services Union (HSU)
Suite 408, 454 Collins Street
MELBOURNE VIC 3000

via email; chrisb@hsu.net.au
diana.asmar@hwu.org.au

Dear Mr Brown,

Health Services Union Victoria No. 1 Branch: financial reports for years ending 30 June
2008, 30 June 2009 and 30 June 2010

In recent years the Fair Work Commission (the Commission) and the Health Services Union
(HSU) have been involved in discussions concerning the failure of the Victoria No. 1 Branch of
the HSU to meet its financial reporting obligations under the Fair Work (Registered
Organisations) Act 2009 (RO Act) for the financial years ending 30 June 2008, 30 June 2009 and
30 June 2010.

While the HSU and the Victoria No. 1 Branch have been the subject of historical adverse media
reports related to financial governance processes, a range of circumstances relevant to the
financial reports referred to above have occurred, including the following:

. The Victoria No. 1 Branch previously merged with the Victoria No. 5 Branch (January
2008).
. The Federal Court appointed an Administrator (August 2009) to the Branch on the basis

of the Court’s consideration that the Branch had ceased to function effectively. The Court
declared all elected offices in the Branch vacant and ordered the election of all officers in
the Branch.

. The Commission commenced Federal Court proceedings against the HSU and 3 of the
former officer holders of the Victoria No. 1 Branch, Ms Pauline Fegan, Mr Jeff Jackson
and Mr Shaun Hudson for contraventions under the RO Act in relation to the financial
report for the years ending 30 June 2007 and 30 June 2008. Penalties were imposed on
all respondents.

. New officer holders were appointed to the Branch in December 2009 however on 24 May
2010 the Victoria No. 1 Branch and the Victoria No. 2 Branches merged into the New
South Wales Branch of the HSU. The New South Wales Branch was then renamed East
Branch on this date and commenced operations. The Victoria No. 1 Branch ceased to
exist on this date.

. Due to the well publicised adverse conduct of senior officer holders, the HSU East Branch
was disbanded on 21 August 2012 pursuant to the Scheme made by Order of the Federal
Court and the Victoria No. 1 Branch was reconstituted along with the New South Wales
Branch and the Victoria No. 3 Branch.
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As you are aware, the RO Act requires a reporting unit to lodge audited financial reports with the
Commission within six months and 14 days of the end of its financial year. It is a requirement of
the RO Act that:

. a General Purpose Financial Report (GPFR) and an operating report be prepared as
soon as practicable after the end of the financial year (ss.253, 254);

. that the full report (consisting of the GPFR, operating report and auditor’s report) be
presented to a general meeting of members, or to a meeting of the branch Committee of
Management, within six months after the end of the financial year (s.266); and

. a copy of the full report must be provided to members at least 21 days before the general
meeting or if presented to a branch Committee of Management meeting within five
months after the end of the financial year (s.265(5)).

The financial reports for the years ending 30 June 2008, 30 June 2009 and 30 June 2010 for the
Victoria No. 1 Branch of the HSU were previously lodged with the Commission, however each
were assessed as containing non-compliance issues relating to the statutory timeframes,
statutory obligations or a failure to have been prepared in accordance with the Australian
Accounting Standards. Part of the ongoing engagement between the Commission and the HSU
has related to requests for further information from the Branch on these non-compliance issues
and although some issues were addressed and rectified where possible, a range of issues
remain unresolved.

The Commission’s regulatory practice is to file financial reports when it is satisfied that the
reports comply, or in some limited cases substantially comply, with the requirements of the RO
Act, General Managers Reporting Guidelines and Australian Accounting Standards.

In summary, as a result of a broad range of circumstances and having regard to outstanding non-
compliance issues, the financial reports relevant to the Victoria No. 1 Branch of the HSU for the
years ending 30 June 2008, 30 June 2009 and 30 June 2010 have not previously been filed.

The Commission acknowledges that the ability of the Victoria No. 1 Branch to address these non-
compliance issues has been limited by a range of factors including; the removal of the relevant
office holders; the Branch ceasing to exist for a periods of time; access to financial records being
limited due to various investigations and the circumstance of a previous auditor of the Victoria
No. 1 Branch not providing further information in relation to an audit. These are matters which
amount to limitations surrounding the capacity of the Branch to remedy the non-compliance
within each above mentioned financial report

The standards set out in the RO Act are directed to ensuring that registered organisations are:
accountable to their members; efficiently managed and operate effectively; and enable
participation by members in the affairs of the organisation. Non-compliance by the Victoria No. 1
Branch with respect to financial reporting is a serious matter for a number of reasons, not least of
all because it results in members of the Branch being unable to participate in the affairs of the
organisation, contrary to the objects of the RO Act.

Officers of an organisation are also held to high standards and must comply with their general
duties in relation to the financial management of the organisation. The failure by previous
officials, including a previous Branch Secretary to comply with the relevant requirements and a
lack of oversight by previous Committees of Management of the HSU Victoria No. 1 Branch, may
also amount to contraventions of the general duties of officers as set out in Part 2 of Chapter 9 of
the RO Act.

I acknowledge action taken by the current National Executive and the Victoria No. 1 Branch to
ensure internal governance mechanisms are in place to ensure proper oversight of the HSU and
all of its Branches. The financial report for the year ending 30 June 2013 for Victoria No. 1
Branch was filed by the Commission and disclosed the opening balances as per the Scheme
agreed to on 21 August 2012. There are other no outstanding financial reports for the HSU
Victoria No. 1 Branch.



As mentioned previously, it is also a relevant consideration that court proceeding against some of
the former office holders of the Victoria No. 1 Branch and the HSU has occurred and penalties
have been imposed regarding the financial report for the year ending 30 June 2008.

Having regard to these matters, | do not consider that it would be in the public interest to
commence a formal investigation into the non-compliance issues relevant to the financial reports
of the Victoria No. 1 Branch for the financial years ending 30 June 2008, 30 June 2009 and 30
June 2010.

Notwithstanding the non-compliance issues referred to above and having careful regard to all of
the relevant circumstances, | advise that the Commission will close off the financial reports for
the HSU Victoria No. 1 Branch for each of the financial years ending 30 June 2008, 30 June
2009 and 30 June 2010 with no further action.

However, the Commission will continue to monitor the compliance conduct of the Victoria No. 1
Branch of the HSU and take prompt and proportionate regulatory action in response to any
further contraventions.

If you would like to discuss any aspect of the above, please contact me on 03) 8656 4680 or Ms
Joanne Fenwick, Financial Reporting Specialist on 03) 8656 4681.

Yours Sincerely

Chris Enright

Director
Regulatory Compliance Branch
03 8661 7818

0417 311380
chris.enright@fwc.gov.au

cc. Diana Asmar, Branch Secretary HSU Victoria No. 1 Branch
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Our Ref: HSUVIC/0002

6 April 2010

Mr Terry Nassios

Delegate of the General Manager
Fair Work Australia

GPO Box 1994

MELBOURNE VIC 3001

Dear Sir

VICTORIA NO. 1 BRANCH OF THE HEALTH SERVICES UNION (HSU)

Further to your letter of 12 March 2010 and the enclosed correspondence thereto, we set out
below our responses to your enquiries: -

1. ASAS570 Going Concern
In respect of this matter, we note that: -

s  We performed risk assessment procedures to determine whether any event or conditions
existed casting doubt about HSU’s ability to continue as a going concern for the foreseeable
future, in particular, its capacity to realise its assets and pay its debts in the normal course of
business;

e Such procedures included and were not limited to: -

i) Evaluating Management's and the Administrator's assessment of the ‘going concern’
assumption;

i) Using our own professional judgement to determine and evaluate material
uncertainties;

iii) Performing additional procedures as appropriate to assess in detail points i) and ii)
above;

iv) Assessing financial report disclosures; and ultimately

v) Discussing our findings with Mr John Vines (appointed HSU administrator at the time
of our audit), and other management (as appropriate).

e The loss of HSU in 2009 noted by you was $1.3M ($0.03M excluding legal fees). HSU despite
that loss had a positive net asset position at 30 June 2009 of $4.42M, generated positive
operating cashflows and had in the past been profitable. Up to the date of our audit report, it
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continued to pay its debts as and when they fell due. In addition, we noted during our audit
that: -

i) For the four months to 31 October 2009, HSU generated a small trading loss which
accorded with budget;

i) HSU was in the process (now complete) of renegotiating its finances with the National
Australia Bank based upon the market value of its property, to enhance operating
cashflows;

iii) The Administrator (at the date of our Audit Report) confirmed that he had completed
his engagement, and ‘management’ of the entity was to return to its employees and
the Committee of Management of HSU.

Hence on the basis of the above, we concluded that there was sufficient appropriate audit
evidence to support ‘Management’s’ use of the going concern assumption in the preparation
and presentation of HSU’s 2009 financial report.

We believe we complied with ASA570 in that we obtained the necessary audit evidence for our
conclusions. Such evidence, apart from factors already noted, also included:-

- Evaluating HSU's cashflows and operating budget;
- Obtaining representations from the Administrator; and
- Obtaining representations from legal advisors of HSU.

We also note that the financial report discloses clearly the loss of HSU, the appointment of the
Administrator and the abnormality of legal fees (which have culminated in the situation you
refer to). We do acknowledge that disclosure of these matters in a specific note to the financial
accounts may have been "better’ disclosure, albeit they were each disclosed clearly and
separately in the financial report. In light of our comments above, we reasonably believe that
at the date of our audit report, HSU satisfied the ‘going concern’ assumption and that the issue
of an unmodified audit report in respect of ‘going concern’ complied with ASA570. The
financial strength of HSU and the Administrator's actions at the date of our audit report,
precluded (in our view) any further disclosure being necessary in HSU's financial report (albeit,
we understand that ‘going concern’ analysis and disclosure thereto is subjective in nature).

ASA550 Related Parties

In respect of this matter, we note that: -

Through a combination of observation, enquiry, reperformance and verification procedures, we
sought to identify all related parties and the nature and amount of related party transactions of
HSU for the 2009 financial year. These procedures included discussions with the
Administrator, Management and legal advisors of HSU, review of accounting documentation of
the organisation, review of a report prepared by Pitchers Partners in 2008, and review of
minutes of the Committee of Management, our objective being to ensure the financial report of
HSU was fairly presented,;

In this regard, the financial report discloses: -

i)  The names of all Committee of Management members during the year; and

i) Details of all related parties transactions of which we became aware (in light of the
procedures noted above).

G:/Michael Shulman/HSU/2010/0001



Specifically, we note that: -

3.

Ms Teagan is disclosed in the operating report as a committee member (i.e. this was her
relationship to HSU). Details of the transactions in which she had an interest are set out in the
Financial Report (i.e. the quantum of the same). Our audit report notes that we could not
confirm whether they were authorised and/or commercial in nature, hence we believe that the
audit qualification was appropriate;

The disclosure regarding the legal proceedings (in note 10) was to our knowledge accurate at
the date the audit report was prepared. Further details regarding these proceedings would
have been made, had information been available at the date of our report. We understand that
the nature of the legal proceedings was known by all relevant parties. We also note that we
sought professional advice in relation to the necessary disclosures;

To our knowledge, the $15,000 you refer to owing by Mr Jackson was not recorded at 30 June
2009; that is, no debit balance existed at 30 June 2009. All disclosures in the financial report
were reviewed by the Administrator and HSU Management prior to the financial report being
authorised. We were not in fact aware that a Deed of Agreement had been executed. Had we
been aware, this matter (as you have noted), would have been disclosed at Note 12 of the
financial report. We do however believe that qualification paragraph (b) of our audit report
does in fact cover this and other matters that could not be identified from our audit.

On the basis of the above, we believe we have complied with the provisions of ASA550, that is,
where possible, we have identified, documented and assessed related parties and transactions
thereto for the 2009 year. We do not believe there was any intentional non-disclosure of such
parties or transactions during the year by the Administrator and/or HSU Management.

ASAS505 Litigation & Claims

In respect of this matter, we note that: -

We discussed all known legal matters with the Administrator and Management of HSU, and
obtained further evidence though our detailed review of legal invoices, legal correspondence
and representations from HSU lawyers;

We believe all legal fees owing at the reporting date were accrued for by HSU. We note,
however, that at the date of the financial report, the financial impact of the contingencies
disclosed in Note 10 could not be accurately assessed and that any estimate of the same may
in fact have been misleading;

Hence, based on the above and legal advice regarding the complexity of counterclaims that
were occurring, the disclosure of such matters collectively (as set out in Note 10) was
considered most appropriate in terms of providing useful information to financial report users.

We believe that all possible information regarding litigation was incorporated into the financial
report. We also note that the operating performance of the organisation was qualified in respect of
the 2009 year by us. We reasonably believe we have complied with the provisions of ASA505.

4. ASA560 Subsequent Events

On the basis that the Committee of Management statement in the Financial Report refers to the
appointment of an Administrator, as does the operating report, we believe that disclosure of this
subsequent event was sufficient. Having said this, we acknowledge your comments that a separate
note would have been ‘better’ disclosure. We do however believe that we undertook all necessary
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audit procedures and obtained sufficient appropriate audit evidence to ensure compliance in full
with ASA560.

5. ASA701 Modifications to the Auditor Report

We believe paragraph (a) of our qualification is satisfactory given its reference to related party
transactions. We do however concur, that reference to AASB124 would have been better
disclosure. However, the key reason for the qualification was that we could not confirm the
commerciality and authorisation of the transactions, which was clearly disclosed in that paragraph.
We also advise that to our knowledge, the Expert's Report, was made available to the Committee
of Management and that communication of its contents had occurred to HSU members.

Qualification paragraphs (b) and (c) of our Audit Report represent ‘scope limitations’, hence an
‘exception’ opinion was issued in respect of both matters, in accordance with ASA701, paragraph
22. We believe the disclosures in the audit report of these scope limitations were appropriate in
terms of HSU's members obtaining an understanding of the issues and their impact on the financial
report.

6. ASA315/ASA330
In respect of the Pitcher Partners ("Expert's”) report, we advise that; -

o At qualification paragraph (a) of our Audit Report, we made reference to being unable to
confirm the veracity of certain transactions (i.e. a limitation of scope qualification was issued);

o At qualification paragraph (b) of our Audit Report, we also made reference to our inability to
quantify and confirm the veracity of classes of expenditure (which were detailed in the Expert's
Report that to our knowledge was provided to the Branch Committee): A *“limitation of scope”
qualification again was issued;

e At qualification paragraph (c), again a ‘limitation of scope’ paragraph was issued;

e As part of our audit of HSU for the 2009 year, we performed and documented risk assessment
procedures, which included:-

i) Obtaining and documenting our understanding of the HSU control environment
including its internal controls (this included assessment of staff competence,
management philosophies, human resource procedures and management
participation in financial reporting).

i) Assessing governance and management of the entity;

iil) Assessing (through observation and enquiry) the effective operation of the internal
control environment; and

iv) Assessing the risks of material misstatement in view of the above.

Factors considered also included:-
- Theindustry and regulatory environment in which HSU operates;
- The selection and application of accounting policies by HSU;

- The objectives and business strategies (which were being promulgated by the
Administrator),

- Classes of transactions undertaken by HSU, including related accounting records;

G:/Michael Shulman/HSU/2010/0001



- Communication and enquiries with the Administrator and Management of HSU;
- Assessing the risks of fraud;
- Assessment of transaction complexity; and

- Reviewing externally sourced information (e.g. from legal advisors)

The Expert's report (which was re-tested by us), in conjunction with the above, confirmed an
inadequate control environment (hence we increased the scope of our substantive verification work
and utilised our most senior staff on the engagement to minimise ‘non-detection' of misstatement
at the ‘assertion’ level).

In light of the qualification paragraphs of our Audit Report being ‘limitation of scope’ paragraphs,
and our adoption of ASA315 and ASA330 noted above, we reasonably believe we complied with
both pronouncements in the conduct of our audit.

We note that in addition to our Audit Report qualifications, a management letter was issued to HSU
(which can be made available if you deem it necessary).

7. Conclusion

We would be pleased to discuss the contents of our response letter at your convenience (either by
conference call or direct meeting). We believe we have complied with Section 257 of the RO Act in
relation to our 2009 audit of HSU, albeit, we acknowledge the complexity and subjectivity of the
issues you have noted.

We also note that we would be pleased to discuss how our audits of HSU and ‘like-organisations’
can be improved in 2010 to meet the requirements of the RO Act (e.g. our firm would be pleased to
attend any training sessions you could offer in this regard and/or we would be pleased to provide
our own ‘database’ information on HSU and like-organisations directly to you).

Yours faithfully

encl

G:/Michael Shulman/HSU/2010/0001



AR

FAIR WORK
AUSTRALIA

12 March 2010

Mr Marco Bolano

Secretary

Victoria No.1 Branch

Health services Union

208-212 Park Street

SOUTH MELBOURNE VIC 3205

By email: marco.bolano@hsuvic.asn.au

Dear Mr Bolano,

Financial Report for year ended 30 June 2009 — FR2009/10095

General Manager Inquiry - Victoria No 1 Branch of the Health Services Union - FR2009/201
s.330 of the Fair Work (Registered Organisations) Act 2009

| acknowledge receipt of your letter dated 12 February 2010 in response to our letter of 7 January
2010 regarding the financial report for the year ended 30 June 2009.

You have sought my advice and clarification regarding a number of issues. In light of your
response, | will be initially seeking an explanation from the Branch’s auditor, Mr Michael Shulman
of Stannards Accountants and Advisors regarding a number of matters raised in the financial
report. | have therefore written to Mr Shulman and enclose a copy of that letter for your
information.

Statement of Loans, Grant and Donations

You state in your letter of 12 February 2010 that you are preparing a Statement of Loans, Grants
and Donations under section 237 of the Fair Work (Registered Organisations) Act 2009 and that
you ‘will have these lodged immediately’. Given that a month has now passed since the date of
your letter, you are requested to lodge the Statement of Loans, Grants and Donations without
further delay.

If you have any queries regarding the above matters please contact Ailsa Carruthers on
(03) 8661 7767 or at ailsa.carruthers@fwa.gov.au.

Yours sincerely,

———-—__'_—-——-
\

Terry Nassios
Delegate of the General Manager
Fair Work Australia

11 Exhibition Street Telephone: (03) 8661 7767
Melbourne VIC 3000 International: (613) 8661 7777
GPO Box 1994 Facsimile: (03) 9655 0401

Melbourne VIC 3001 Email: ailsa.carruthers@airc.gov.au
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FAIR WORK
AUSTRALIA

12 March 2010

Mr Michael Shulman

Stannards Accountants and Advisors
Level 1

60 Toorak Road

SOUTH YARRA VIC 3141

By email: advisors@stannards.com.au

Dear Mr Shulman,

Victoria No.1 Branch of the Health Services Union
Financial Report for year ended 30 June 2009 — FR2009/10095

General Manager Inquiry — Victoria Nol1 Branch of the Health Services Union — FR2009/201
s.330 of the Fair Work (Registered Organisations) Act 2009

On 23 November 2009 the financial report of the Victoria No.1 Branch of the Health Services
Union (the Branch) for the year ended 30 June 2009 was lodged with Fair Work Australia
(FWA). The financial report contained an auditor’s report that you had signed on 16 November
2009.

FWA is currently making inquiries under section 330 of the Fair Work (Registered Organisations)
Act 2009 (the RO Act). Those inquiries concern whether Part 3 of Chapter 8 of the RO Act, the
reporting guidelines made under that Part, regulations made for the purposes of that Part, or the
Health Services Union (HSU) rules relating to its finances or financial administration have been,
or are being, complied with by the Branch, as well as by current and former officers and
employees of the Branch. The scope of my inquiries includes the Branch’s internal accounting
processes and resources, preparation of financial reports by, or on behalf of, the Branch, the
appointment of auditors of the Branch and the audit process that has been adopted by those
auditors. The General Manager has delegated me the power conferred by section 330 of the
RO Act.

On 7 January 2010 FWA sent a letter to the Branch regarding various reporting issues with
respect to the financial report for the year ended 30 June 2009. FWA received a letter in reply
from the Branch Secretary, Mr Marco Bolano, dated 12 February 2010. A copy of both of those
letters is attached for your information. | understand from Mr Bolano’s letter that he has
discussed these matters with you.

Our review of the financial report has also raised a number of issues with respect to your audit
regarding which we seek your comments or explanation. You are requested to respond by
Monday, 22 March 2010.

| note that the accounts refer to the requirements of Schedule 1 to the Workplace Relations Act
1996 (RAO Schedule). With legislative changes that commenced on 1 July 2009, financial
reporting obligations that were previously set out in the RAO Schedule now appear in the

RO Act, although section numbering remains the same. This letter will refer to section numbers

11 Exhibition Street Telephone: (03) 8661 7767
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of the RO Act but, unless otherwise stated, the requirements of that section remain the same as
under the RAO Schedule.

LEGISLATIVE FRAMEWORK

Section 257 of the RO Act sets out the powers and duties of auditors and provides, amongst
other things, that:

257 Powers and duties of auditors...

(5)

An auditor must, in his or her report, state whether in the auditor’s opinion the

general purpose financial report is presented fairly in accordance with any of the following
that apply in relation to the reporting unit:

(6)

@) the Australian Accounting Standards;
(b) any other requirements imposed by this Part.
If not of that opinion, the auditor’s report must say why.

If the auditor is of the opinion that the general purpose financial report does not so

comply, the auditor’s report must, to the extent it is practicable to do so, quantify the effect
that non compliance has on the general purpose financial report. If it is not practicable to
qguantify the effect fully, the report must say why.

(7)

(8)

The auditor’s report must describe:
€)) any defect or irregularity in the general purpose financial report; and

(b) any deficiency, failure or shortcoming in respect of the matters referred to
in subsection (2) or section 252.

The form and content of the auditor’s report must be in accordance with the

Australian Auditing Standards.

(11)

If:

€)) the auditor suspects on reasonable grounds that there has been a breach
of this Act or reporting guidelines; and

(b) the auditor is of the opinion that the matter cannot be adequately dealt with
by comment in a report or by reporting the matter to the committee of
management of the reporting unit;

the auditor must immediately report the matter, in writing, to the General Manager.

Note: This subsection is a civil penalty provision (see section 305).

1. Australian Auditing Standard ASA 570 Going Concern

Australian Auditing Standard ASA 570 Going Concern outlines the auditor's responsibility in the
audit of a financial report with respect to the going concern assumption used in the preparation of
the financial report as follows:

e When planning and performing audit procedures and in evaluating the results thereof, the
auditor shall consider the appropriateness of management's use of the going concern
assumption in the preparation of the financial report (paragraph 5);
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e The auditor shall enquire of management as to its knowledge of events or conditions and
related business risks beyond the period of assessment used by management that may
cast significant doubt on the entity's ability to continue as a going concern (paragraph 27);

¢ When events or conditions have been identified which may cast significant doubt on the
entity's ability to continue as a going concern, the auditor shall:

a) review management's plans for future actions based on its going concern
assessment;

b) gather sufficient appropriate audit evidence to confirm or dispel whether or not a
material uncertainty exists through carrying out audit procedures considered
necessary, including considering the effect of any plans of management and other
mitigating factors; and

c) endeavour to obtain written representations from management regarding its plans for
future action (paragraph 31).

¢ When consideration of mitigating factors, in particular management's plans, have had a
significant effect upon the auditor in forming the opinion that the going concern basis is
appropriate, the auditor shall specifically consider the adequacy of the disclosure of the
following matters in the financial report:

a) the principal conditions which caused the auditor to question the going concern basis,
including as appropriate, management's evaluation of their significance and possible
effects; and

b) management's plans and other mitigating factors, including as appropriate, relevant
prospective financial information.

If the disclosures considered necessary by the auditor are not made, the auditor shall
express a qualified opinion on the basis of the lack of disclosure in accordance with
ASA 701 Modifications to the Auditor's Report (Paragraph 36);

o If adequate disclosure is not made in the financial report, the auditor shall express a
gualified or adverse opinion, as appropriate. The report shall include specific reference to
the fact that there is a material uncertainty that may cast significant doubt about the
entity's ability to continue as a going concern (Paragraph 41).

There are no disclosures in the financial report in respect of going concern. The financial report
discloses a loss for the year and the balance sheet indicates that current liabilities are
significantly in excess of current assets. The Operating Report (whilst not forming part of the
general purpose financial report (GPFR)) states ‘The operating result of the organisation for the
year ended 30 June 2009 was a loss of $1,306,350. This mainly arose from significant legal fees
incurred by the organisation.” The Operating Report also states that ‘there was continued
abnormally high legal expenditure for the period to 17 August 2009 at which time an
Administrator appointed by the Federal Court to manage the affairs of the union took up his
appointment’. These matters appear to indicate that uncertainties existed in respect of the
application of the going concern principle.

You are requested to explain your compliance with ASA 570 with respect to the above matters.
2. Australian Auditing Standard ASA 550 Related Parties.
Australian Auditing Standard ASA 550 Related Parties establishes mandatory requirements and

provides explanatory guidance on the auditor's responsibilities and audit procedures regarding
related parties and transactions with such parties, as follows:
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The auditor shall perform audit procedures designed to:
@) obtain sufficient appropriate audit evidence regarding the:
0] identification and
(i) disclosure in accordance with the applicable financial reporting framework,

by those charged with governance and management of related parties and the
effect of related party transactions that are material to the financial report; and

(b) reduce to an acceptably low level the risks of material misstatement in the financial
report resulting from the existence of related parties and related party transactions.
(Paragraph 5)

Note 13 of the financial report makes disclosures in respect of Related Parties. | have sought
information from the Branch regarding whether these disclosures provide sufficient detail to meet
the requirements of Australian Accounting Standard AASB 124. In doing so, | sought an
explanation regarding three matters that appear to be related party transactions:

1) Note 12 of the GPFR discloses transactions to the value of $34,812 with ‘an entity related
to Ms P Fegan’. Other than the value of those transactions, the report does not provide
further information regarding the transactions and does not disclose the nature of the
related party relationship.

2) Note 10 to the accounts states as follows:
Contingent Liability

Legal proceedings have been instituted for and against the Branch and its representatives
in respect of various matters. The Branch has agreed to indemnify its representatives and
members against any further liability arising from these actions. Should the decision in
these actions be awarded against the Branch by any Court, damages and costs as
determined by the Court would have to be paid by the Branch.

There is no disclosure in the GPFR of any related party transactions that relate to legal
fees incurred by members of the Branch Committee of Management that are described in
Note 10 and that are indemnified by the union.

3) A Deed of Agreement was executed on 30 June 2009 between the HSU and various
members of the Branch’'s Committee of Management, including its then Secretary Mr Jeff
Jackson. Clause 8 of that Deed provides that Mr Jackson shall repay $15,000 to the
Branch over a six month period from 30 June 2009. Even though it was outstanding as at
30 June 2009, there is no disclosure in the financial report of any transaction or
outstanding balance of respect of the $15,000.

I note that your auditor’s report makes reference to an ‘Expert Report’ in which related party
transactions are identified.

You are requested to explain your compliance with ASA 570 in the conduct of your audit and, in
particular, to explain why the matters outlined above do not appear to have been identified.

3. Australian Auditing Standard ASA 508 Enquiries regarding Litigation and Claims.
Australian Auditing Standard ASA 508 Enquiries regarding Litigation and Claims sets out

mandatory requirements on gaining sufficient appropriate audit evidence regarding legal matters
affecting the entity, as follows:
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e The auditor shall obtain sufficient appropriate audit evidence regarding:
(@) whether all material legal matters have been identified;

(b) the probability of any material revenue or expense arising from such matters and the
estimated amount thereof; and

(c) the adequacy of the accounting treatment of such matters including their disclosure in
the financial report (Paragraph 5)

¢ When legal matters have been identified or when the auditor believes they may exist, the
auditor shall endeavour to obtain written representations from all lawyers with whom
management has consulted on material legal matters (Paragraph 11)

e The auditor shall request management to prepare the representation letter to the entity's
lawyers, with a request that the lawyers respond directly to the auditor. The auditor shall
send the representation letter to the entity's lawyers (Paragraph 13)

e The auditor shall enquire of management about new legal matters referred to the entity's
lawyers subsequent to the date of the request for a representation letter to the entity's
lawyers and prior to signing the auditor's report (Paragraph 33)

The financial report identifies in Note 10 that a contingent liability exists with respect to legal
proceedings. There is no description of the nature of each class of continent liability or an
estimate of any financial effect. Given the extent of legal proceedings with which the Branch
and/or members of the Committee of Management have been involved, such disclosures could
reasonably have been expected. In particular, information regarding the possible financial effect
of the ongoing matters could reasonably have been expected.

You are requested to explain your compliance with ASA 508 in the conduct of your audit.
4. Australian Auditing Standard ASA 560 Subsequent Events

Australian Auditing Standard ASA 560 Subsequent Events requires the auditor to consider the
effects of subsequent events on the financial report and the Audit Report as follows:

e The auditor shall perform audit procedures designed to obtain sufficient appropriate audit
evidence that all events up to the date of the auditor's report that may require adjustment
of, or disclosure in, the financial report have been identified (Paragraph 8);

¢ When the auditor becomes aware of events that materially affect the financial report, the
auditor shall consider whether such events are properly accounted for and adequately
disclosed in the financial report (Paragraph 12).

There are no such matters disclosed in the financial report. As stated above, the Operating
Report states that ‘there was continued abnormally high legal expenditure for the period to

17 August 2009 at which time an Administrator appointed by the Federal Court to manage the
affairs of the union took up his appointment.’ | note, however, that there is no disclosure on the
face of, or in the notes to, the financial report of the fact that an administrator was appointed by
the Federal Court of Australia on 4 August 2009, despite the fact that the Auditor's Report was
dated 16 November 2009, being more than three months after the appointment of the
administrator.

You are requested to explain your compliance with ASA 560 in the conduct of your audit.
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5. Australian Auditing Standard ASA 701 Modifications to the Auditor’s Report
The Audit Report contains three qualifications as follows

a) Subsequent to the completion of the 2008 financial report, an expert report commissioned
by the branch concluded that related party transactions had occurred. These transactions
were quantified by the Expert Report as amounting to $38,412 (2009 financial year) and
$108,936 (2008 financial year). We cannot confirm the veracity of these transactions
(i.e. whether they were appropriately authorised and whether they were commercial in
nature).

b) Subsequent to the completion of the 2008 financial report, an Expert Report
commissioned by the branch concluded that there was no documentation substantiating
some expenditure (in particular, certain wage payments to staff, expense reimbursements
to staff and travel reimbursements). We cannot quantify the total, nor the veracity of such
expenditure in 2008 and 2009, given the absence of appropriate internal controls
operating in the branch over those years.

c) We were appointed auditors of the Branch for the 2009 financial year. We cannot confirm
the veracity of the financial position report by the branch as at 30 June 2008. To the
extent that the financial position was misstated at 30 June 2008, the financial
performance (surplus/(deficit)) of the Branch would be misstated in the 2009 financial
year.

These qualifications do not appear to fully comply with the relevant Australian Auditing Standard
ASA 701 Modifications to the Auditor’'s Report.

For example, the first qualification did not specify that the Branch had breached Australian
Accounting Standard AASB 124 Related Party Disclosures as required by ASA 701. As a result,
insufficient information was provided to the readers of the Audit Report (being primarily the
members of the Branch) to enable them fully to understand the nature of the qualification.

| am not aware whether the Expert Report has been circulated to members of the Branch. If it
has not then members do not have the benefit of knowing the detail of the Expert Report, which
could inhibit their understanding of the nature of the qualifications.

The second and third qualification paragraphs refer to a lack of reliable information upon which
an Audit Report could be based. In such circumstances an auditor would often consider issuing a
gualified report based upon a ‘limitation of scope’ or a ‘disclaimer’ type opinion in their report as
stipulated by ASA 701. Your Audit Report, however, was issued as a ‘subject to’ opinion and it is
not clear how you were able to determine that a limitation of scope or a disclaimer was
unnecessary.

You are requested to explain your compliance with ASA 701 with respect to the abovementioned
gualifications in your Audit Report.

6. Expert Report

The Expert Report that is referred to in your report is presumed to be the report prepared by
Pitcher Partners and dated March 2009. The Pitcher Partners Report details lack of
substantiating documentation on numerous occasions (some of which are quantified), namely
with respect to:

i.  Authorisation procedures in general — the Branch does not raise written purchase orders
and no formal quote is kept on file or reconciled to delivery dockets or invoices; no
authorisation documentation is created or kept as evidence of approval of any
expenditure; expense forms and receipts for reimbursement are often not completed or
only partially completed; there are no formal approval processes for travel and
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accommodation expenses; on numerous occasions credit card payments were made
without appropriate documentation being completed and in the absence of supporting
invoices; payments by cheque and electronic funds transfer are not formally approved
[see pages 8-10 of the Report];

Urban Giftware — no purchase orders were raised, no delivery dockets were kept and no
goods inwards book was kept [see page 11 of the Report];

Payment of Additional Salary to Jeff Jackson — no evidence of Mr Jackson’s salary as set
by the Branch Committee of Management was available; no documentation exists to
support the instruction to Ms Wills to make the 3 payments of $5,000 each [see page 13
of the Report];

Leave Taken by Jeff Jackson — there was a variance of 30 days of leave between entries
in the leave register and the number of days of leave that was paid out to Mr Jackson;
there were no formal leave forms completed by Mr Jackson [see page 14 of the Report];

Mr Hudson'’s credit card — Mr Hudson was reimbursed for purchases on his credit card
where no substantiating documentation was found [see page 17 of the Report];

Ms Wills’ credit card — there was no evidence of authorisation of expenses on Ms Wills’
credit card [see page 19 of the Report];

Mr Jackson’s credit card — Mr Jackson was reimbursed for purchases on his credit card
where there was no substantiating documentation or evidence of authorisation [see page
20 of the Report];

Travel Expenses — authorisation of travel could not be confirmed as purchase orders are
not raised and no other documentary evidence was kept [see page 23 of the Report]

All of the above issues referred to in the Expert Report would suggest prima facie that it would be
difficult for an auditor to have sufficient reliable information upon which to base an Audit Report.

Given that your Audit Report did not state that the scope of your work as auditor was limited (as
contemplated by paragraph 31 of ASA 701), it is presumed that you had available to you all
necessary information in respect of any the matters referred to in the Expert Report.

As a result, questions arise regarding whether you have fully complied with the mandatory
requirements of ASA 315 (Understanding the Entity and Its Environment and Assessing the
Risks of Material Misstatement) and ASA 330 (The Auditors Procedures in Response to
Assessed Risks).

ASA 315 includes the following requirements:

The auditor shall obtain an understanding of the entity and its environment, including its
internal control, sufficient to identify and assess the risks of material misstatement of the
financial report whether due to fraud or error, and sufficient to design and perform further
audit procedures’. (Paragraph 5)

The auditor shall perform the following risk assessment procedures to obtain an
understanding of the entity and its environment, including its internal control:

(a) enquiries of those charged with governance, management and others within the entity;
(b) analytical procedures; and

(c) observation and inspection. (Paragraph 11)
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e The auditor shall obtain an understanding of internal control relevant to the
audit’(Paragraph 52).

ASA 330 includes the following requirements:

e The auditor shall perform audit procedures to evaluate whether the overall presentation of
the financial report, including the related disclosures, is in accordance with the applicable
financial reporting framework (Paragraph 88).

¢ Based on the audit procedures performed and the audit evidence obtained, the auditor
shall evaluate whether the assessments of the risks of material misstatement at the
assertion level remain appropriate (Paragraph 90).

e The auditor has not obtained sufficient appropriate audit evidence as to a material
financial report assertion, the auditor shall attempt to obtain further audit evidence. If the
auditor is still unable to obtain sufficient appropriate audit evidence, the auditor shall
express a qualified opinion or a disclaimer of opinion (Paragraph 97).

You are requested to explain your compliance with ASA 315 and ASA 330 in the conduct of your
audit and why the matters raised in the Expert Report were not outlined in your Audit Report.

| look forward to receiving your reply by Monday, 22 March 2010.

If you have any queries regarding the above matters please contact Ms Ailsa Carruthers on
(03) 8661 7767 or at ailsa.carruthers@fwa.gov.au.

Yours sincerely,

Terry Nassios
Delegate of the General Manager
Fair Work Australia
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12 February 2010

Strictly Private & Confidential

Mr. Terry Nassios

Delegate of General Manager
Fair Work Australia

GPO Box 1994
MELBOURNE VIC 3001

Email

Dear Mr. Nassios

Health Services Union Victoria No. 1 Branch — FR 2009/2001
Financial report for the year ended 30 June 2009 - FR 2009/10095

| refer to your correspondence of 7 January 2010 and respond as follows.

We referred the matters below to the auditors for that financial year being Stannards
Accountants and Advisors and comment in order of the points noted in your letter.

1. Going concern assumption

At the time of presentation and adoption of the financial statements both the auditors
and the Federal Court appointed administrator signed the financial statements on the
basis of a going concern. Whilst there was comment in regard to the going concern
and in particular to the very point that you made being the current liabilities
exceeding the current assets, the issue of going concern was addressed by the
administrator and our Committee of Management. We have addressed the current
asset to current liability ratio in two ways, being:

(i) The abnormal situation of having a deficit for the year has been addressed
largely with the reduction in legal fees and administration costs and

(ii) Banking finance has been sourced and is in the process of being secured
whereby the funding in the short term will be for a $100,000 current liability
and $1.7 million long term funding. The outcome of this is that the current
assets would exceed the current liabilities. We expect this to be finalised by
the 15 March 2010.

Please note that the Branch has positive net assets in excess of $4 million and
operating cash flows for the year were positive. We have confirmation from the

Heaith Services Union [Victorian Branch)
208 - 212 Park St South Melbourne VIC 3205
Telephone: {03} 9341 3333 Facsimiler [03) 9341 3334 HSUdirect. 1300723733
Website: www . hsuvic.asn.au
Secretary: Marco Bolano
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independent auditors Stannards, that they believed that the H3U was a going
concern and could meet its liabilities as and when they fell due.

2. Financial Dependancy

We refer to your comments regarding this but are not aware of any financial
dependency with any other reporting unit. Would you please clarify if you are aware
of any other organisation or reporting unit that we may be reliant on.

3. Related party disclosures

(i) We advise that the related party transaction of $34,812 with an entity related
to Ms P Fegan was for the purchases of goods and services. The goods and
services purchased were for merchandise products used by the Branch. We
are advised that Ms Fegan’s partner owns the business and that Ms Fegan is
not involved.

(il)  The matter of legal fees incurred by the Branch on behalf of the related party
being Mr. Jackson is noted. | acknowledge that the amount owing by Mr.
Jackson should have been disclosed separately in the financial statements to
comply with AASB124. We have referred this matter to our auditors. Please
advise if you require any further disclosure to our members or to Fair Work
Australia.

4. Contingent Liabilities

The contingent liability of the financial affect of legal proceedings for the year ended
30 June 2009 was very complex and has been ongoing over a considerable period of
time. The financial impact of the same could not be quantified at the time of
preparation of the 2008 financial statements. Further the duties of the Court
appointed administrator have now been finalised and the management of the Branch
is with myself and the Committee of Management. | acknowledge that the extent of
the legal proceedings and the financial affect were substantial however, at the time of
preparation these were not able to be quantified. We are now in a position where we
know the impact and can report directly to members as to the outcomes all be it that
some matters are continuing. We believe that we complied to the best of our abilities
with the statutory requirements but we undertake to ensure that full disclosure will be
given to our members as soon as available.

5. Evenis after balance date

We referred this matter to our auditors and their comment to us in line with that of
the administrator was “given the disclosure of the appointment of an administrator in
the State of Affairs, no further disclosure was deemed necessary”.

My view is that further particulars could have been advised but was outside the
timeframe and abilities of the various parties at that time. Whilst | do not know what

Health Services Union |Victorian Branch)
208 - 212 Park St South Melbourne VIC 3205
Telephone: {03) 9341 3333 Facsimile: (03] 9341 3334 HSUdirect: 1300723733
Website: www.hsuvic.asn.au
Secretary: Marco Bolano
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the eventual outcome is | will seek to have this determined and undertake to provide
a separate report of affairs to the members. Please advise if you think this is
acceptable or if a different course of action is recommended.

6. Statement of loans, Grant and donations

We are preparing a statement as recommended and note your comments and will
have these lodged immediateiy.

The other matters noted in your correspondence of 7 January 2010 have all been
noted and brought to the attention of our auditors and Committee of Management.
We are endeavoring to enhance our reporting requirements and disclosures and will
ensure compliance with all the Fair Work Australia requirements.

I thank you for your assistance in these matters and from my peint of view will seek
to work closely with you to provide full disclosure and an optimum service to our
members.

Yours sincerely

Marco Bolano

Health Services Union [Victorian Branch}
208 - 212 Park S5t South Melbourne VIC 3205
Telephone: {03} 9341 3333 Facsimile; [03) 9341 3334 HSUdirect: 1300723 733
Website: www.hsuvic.asn.au
Secretary: Marco Bolano
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FAIR WORK
AUSTRALIA

22 January 2010

Mr Marco Bolano

Secretary

Victoria No.1 Branch

Health services Union

208-212 Park Street

SOUTH MELBOURNE VIC 3205

By email: Marco.Bolano@hsuvic.asn.au

Dear Mr Bolano,

Financial Report for year ended 30 June 2008 — FR2008/231
Financial Report for year ended 30 June 2009 — FR2009/10095

General Manager Inquiry - Victoria No 1 Branch of the Health Services Union - FR2009/201
5.330 of the Fair Work (Registered Organisations) Act 2009

| refer to your email to Ailsa Carruthers of 21 January 2010 in which you have advised that you
will be able to provide a response by Friday, 12 February 2010 to my letters to you dated

24 December 2009 and 7 January 2010 regarding the financial statements of the Victoria No.1
Branch of the Health Services Union (the Branch) for the years ended 30 June 2008 and

30 June 2009 respectively.

| look forward to receiving your response as indicated.

If you have any queries in the meantime please contact Ailsa Carruthers on (03) 8661 7767 or at
ailsa.carruthers@fwa.gov.au.

Yours sincerely,

Terry Nassios
Delegate of the General Manager
Fair Work Australia

11 Exhibition Street Telephone: (03) 8661 7767
Melbourne VIC 3000 International: (613) 8661 7777
GPO Box 1994 Facsimile: (03) 9655 0401

Melbourne VIC 3001 Email: ailsa.carruthers@fwa.gov.au
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FAIR WORK

AUSTRALIA
7 January 2010

Mr Marco Bolano

Secretary

Victoria No.1 Branch

Health services Union

208-212 Park Street

SOUTH MELBOURNE VIC 3205

By email: info@hsuvic.asn.au

Dear Mr Bolano,

Financial Report for year ended 30 June 2009 — FR2009/10095

General Manager Inquiry - Victoria No 1 Branch of the Health Services Union - FR2009/201
s.330 of the Fair Work (Registered Organisations) Act 2009

Receipt is acknowledged on 23 November 2009 of the financial report of the Victoria No.1
Branch of the Health Services Union (the Branch) for the year ended 30 June 2009.

This letter is divided into two parts. Your response is requested by Friday, 29 January 2010
regarding the matters that are discussed in Part A. The matters set out in Part B are for your
information and guidance in preparing future financial reports and do not require a response at
this time.

| note that the accounts refer to requirements of Schedule 1 of the Workplace Relations Act 1996
(RAO Schedule). The Fair Work (Registered Organisations) Act 2009 (RO Act) commenced on
1 July 2009 and financial reporting obligations that were previously set out in the RAO Schedule
now appear in the RO Act, although section numbering remains the same. This letter will refer to
section numbers of the RO Act but, unless otherwise stated, the requirements of that section
remain the same as under the RAO Schedule.

A. MATTERS REGARDING WHICH YOUR RESPONSE IS REQUIRED
A response to the matters raised in Part A is sought by Friday, 29 January 2010.

Our review of the financial report has raised the following issues regarding which we seek your
comments or explanation. You may wish to discuss these matters with your auditor.

1. Going Concern Assumption

Australian Accounting Standard AASB 101 Presentation of Financial Statements requires the
Committee of Management to make an assessment of an entity’s ability to continue as a going
concern. In particular, paragraph 25 provides as follows:

...When management is aware, in making its assessment, of material uncertainties
related to events or conditions that may cast significant doubt upon the entity’s ability to
continue as a going concern, those uncertainties shall be disclosed.

11 Exhibition Street Telephone: (03) 8661 7767
Melbourne VIC 3000 International: (613) 8661 7777
GPO Box 1994 Facsimile: (03) 9655 0401

Melbourne VIC 3001 Email: ailsa.carruthers@airc.gov.au
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There is no mention in the financial report of any matters in respect of going concern or the ability
of the reporting unit to meet its obligations.

A review of the financial report reveals the following:
Current Assets $1,036,850
Current Liabilities $2,843,769

Page 7 of the Operating Report states that ‘The operating result of the organisation for the year
ended 30 June 2009 was a loss of $1,306,350. This mainly arose from significant legal fees
incurred by the organisation.” The Operating Report also states that ‘there was continued
abnormally high legal expenditure for the period to 17 August 2009 at which time an
Administrator appointed by the Federal Court to manage the affairs of the union took up his
appointment’.

This situation suggests that there could be uncertainty as to the ability of the reporting unit to
settle the liabilities.

In light of the above, you are requested to explain the reporting unit's compliance with
paragraph 25 of AASB101.

2. Financial Dependency

Reporting Guidelines which are issued by the General Manager of Fair Work Australia pursuant
to section 255 of the RO Act require certain matters to be disclosed in the General Purpose
Financial Report (GPFR) of a reporting unit. In particular, paragraph 8 provides as follows:

8. A reporting unit must disclose in the notes to the financial statements:

@) where the reporting unit is dependent on another reporting unit of the organisation
for a significant volume of revenue or financial support and that dependency is not
clearly discernible from a separate line in the profit and loss statement or the
balance sheet:

(i) the name of the reporting unit on which there is an economic dependency;
and

(i) the amount of revenue or financial support derived from the other reporting
unit.

In conjuction with the issues raised at Heading 1 above regarding going concern, there is no
disclosure in the financial report of any financial dependency on another reporting unit of the
Health Services Union.

You are requested to explain your compliance with paragraph 8 of the Reporting Guidelines.

3. Related Party Disclosures.

Australian Accounting Standard AASB 124 Related Party Disclosures requires disclosure of
information necessary to draw attention to the possibility that the reporting unit’s financial position
and profit and loss may have been affected by the existence of related parties and by
transactions and outstanding balances with such related parties. In particular, paragraph 17
provides as follows:

If there have been transactions between related parties, an entity shall disclose the nature
of the related party relationship as well as information about the transactions and
outstanding balances necessary for an understanding of the potential effect of the
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relationship on the financial statements. These disclosure requirements are in addition to
the requirements in paragraph 16 to disclose key management personnel compensation.
At a minimum, disclosures shall include:

€) the amount of the transactions;
(b) the amount of outstanding balances

There are three matters that appear to be related party transactions regarding which your
explanation is sought:

i Note 12 of the GPFR discloses transactions to the value of $34,812 with ‘an entity related
to Ms P Fegan’. Other than the value of those transactions, the report does not provide
further information regarding the transactions and does not disclose the nature of the
related party relationship.

ii. Note 10 to the accounts states as follows:
Contingent Liability

Legal proceedings have been instituted for and against the Branch and its
representatives in respect of various matters. The Branch has agreed to indemnify
its representatives and members against any further liability arising from these
actions. Should the decision in these actions be awarded against the Branch by any
Court, damages and costs as determined by the Court would have to be paid by the
Branch.

There is no disclosure in the GPFR of any related party transactions that relate to legal
fees incurred by members of the Branch Committee of Management that are described in
Note 10 and that are indemnified by the union.

iii. A Deed of Agreement was executed on 30 June 2009 between the Health Services Union
and various members of the Branch’s Committee of Management, including its then
Secretary Mr Jeff Jackson. Clause 8 of that Deed provides that Mr Jackson shall repay
$15,000 to the Branch over a six month period from 30 June 2009. Even though it was
outstanding as at 30 June 2009, there is no disclosure in the financial report of any
transaction or outstanding balance of respect of the $15,000.

You are requested to explain your compliance with AASB 124 in respect of these three matters.

4. Contingent Liabilities

Australian Accounting Standard AASB 137 Provisions, Contingent Liabilities and Contingent
Assets requires certain disclosures to be made in respect of identified contingent liabilities. In
particular, paragraph 86 provides as follows:

Unless the possibility of any outflow in settlement is remote, an entity shall disclose for
each class of contingent liability at the reporting date a brief description of the nature of
the contingent liability and, where practicable:

(a) an estimate of its financial effect, measured under paragraphs 36-52;

(b) an indication of the uncertainties relating to the amount or timing of any outflow;
and

(c) the possibility of any reimbursement.
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As set out above, the financial report identifies in Note 10 that a contingent liability exists with
respect to legal proceedings. There is no description of the nature of each class of contingent
liability or an estimate of any financial effect. Given the extent of legal proceedings with which
the Branch and/or members of the Committee of Management have been involved, members of
the Branch who are reading the financial report could expect such disclosures. In particular,
members could expect information regarding the possible financial effect of the ongoing matters.

You are requested to explain your compliance with AASB 137.

5. Events after the Balance Sheet Date.

Australian Accounting Standard AASB 110 Events after the Balance Sheet Date requires the
disclosure of events and the accounting for events that occur between the balance sheet date
(30 June 2009) and the date that the Committee of Management Statement was signed, being
the date upon which the financial report was authorised for issue (16 November 2009). (I draw
your attention to a note in Part B below regarding an apparent error of the Administrator
concerning the date of the resolution that is referred to in the Committee of Management
Statement.)

There are no such matters disclosed in the financial report. As stated under Heading 1, the
Operating Report states that ‘there was continued abnormally high legal expenditure for the
period to 17 August 2009 at which time an Administrator appointed by the Federal Court to
manage the affairs of the union took up his appointment.” | note, however, that there is no
disclosure on the face of, or in the notes to, the financial report of the fact that an administrator
was appointed by the Federal Court of Australia on 4 August 2009.

If the information is material, the financial report should make this disclosure as part of the
financial report. The disclosure should cover matters up to 16 November 2009.

You are requested to explain your compliance with AASB 110.
6. Statement of Loans, Grant and Donations

The Income Statement discloses an item of expenditure for donations of $13,921. Our records
do not, however, show that the Branch has lodged a Statement of Loans, Grants and Donations
under section 237 of the RO Act. Subsection (1) requires a reporting entity to lodge such a
Statement within 90 days of the end of the financial year (that is, by 28 September 2009) setting
out the relevant particulars in relation to each loan, grant or donation of an amount exceeding
$1,000 made during the financial year.

Should any of the individual amounts paid as donations exceed the $1,000 threshold, you are
required to lodge a Statement of Loans, Grants and Donations without further delay. A pro-forma
statement is included for your assistance.

PART B — MATTERS RAISED FOR YOUR INFORMATION AND FUTURE REFERENCE

The matters raised in this Part are for your information and do not require a response at this time.
They should, however, be taken into account in preparing future financial reports.

Operating Report — Periods for which Positions Held
Regulation 159(c) of the Fair Work (Registered Organisations) Regulations 2009
(RO Regulations) requires the Operating Report to state the ‘period for which’ each Committee of

Management member has held office (emphasis added).

The Operating Report provides the name of those people who were members of the Branch
Committee of Management ‘at any time during the financial year...” The period for which these
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officers held office is not clear from this statement and it therefore fails to meet the requirements
of regulation 159(c).

In future, you are required to state clearly the period for which each member of the Committee of
Management held office. By way of example, the Operating Report could state that all members
of the Committee of Management held office for the entire financial year ‘except where otherwise
stated’ and then include in brackets after their names the dates upon which officers either
assumed or left office. Alternatively, the information could be provided in table format.

Notice under Section 272(5) of the RO Act

The Notes to the GPFR are required to include a notice drawing attention to the fact that
information that is prescribed by the RO Regulations is available to members on request (see
Guideline 8(c) of the Reporting Guidelines, which requires disclosure of the notice required by
section 272(5) of the RO Act).

Page 17 of the accounts that have been lodged includes what is intended to be an extract of
subsections 272(1), (2) and (3) of the RAO Schedule. What is included, however, is an extract of
section 274 of the Workplace Relations Act 1996 as it existed prior to the introduction of the

RAO Schedule.

Since the commencement of the RO Act, the GPFR must include a copy of subsections 272(1),
(2) and (3) of the RO Act. You are therefore required to ensure that the following extract appears
in all future financial reports:

272 Information to be provided to members or General Manager

(1) A member of a reporting unit, or the General Manager, may apply to the reporting
unit for specified prescribed information in relation to the reporting unit to be made
available to the person making the application.

(2) The application must be in writing and must specify the period within which, and the
manner in which, the information is to be made available. The period must not be less
than 14 days after the application is given to the reporting unit.

(3) A reporting unit must comply with an application made under subsection (1).

Note: This subsection is a civil penalty provision (see section 305).
Committee of Management Statement
The Committee of Management Statement states that a resolution was passed by the Federal
Court appointed Administrator of the Branch (in his capacity as Committee of Management of the
Branch) on 4 August 2009.
This is clearly an error as the Administrator did not take up his appointment under clause 6 of the
Scheme that is attached to the Order of Justice Tracey until 17 August 2009. The date of 4
August 2009 is presumably intended to be a reference to the date of the Order of Justice Tracey.
Designated Officer’s Certificate
Page 6 of the financial report is a ‘Designated Officer’s Certificate’ that was signed by the
Administrator and dated on 16 November 2009. This is separate to the ‘Designated Officer's
Certificate’ that was prepared under section 268 of the RO Act and was signed by the

Administrator and dated on 19 November 2009 and is attached to the front of the financial report.

The Certificate that is dated 16 November 2009 appears to be what used to be known as an
‘Accounting Officer's Certificate’. The Accounting Officer’s Certificate was a document required
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under the former financial reporting requirements of the Workplace Relations Act 1996. This
certificate is not required under either the RAO Schedule or the RO Act as it has, in effect, been
replaced by the Operating Report.

If you have any queries regarding the above matters please contact Ailsa Carruthers on
(03) 8661 7767 or at ailsa.carruthers@fwa.gov.au.

Yours sincerely,

Terry Nassios
Delegate of the General Manager
Fair Work Australia


mailto:ailsa.carruthers@fwa.gov.au




Designated Officer’s Certificate
s268 Fair Work (Registered Organisations) Act 2009

| John Vines being the Federal Court appointed Administrator of the Health Services Union Victoria No 1 Branch
certify:

+ that the documents lodged herewith are copies of the full report, referred to in s268 of the Fair Work
(Registered Organisations) Act 2009; and

* that the full Report was provided to members on by publication on the Organisation’s website on 4
December 2009 and members’ attention will be drawn to the publication of the Report via a notice in the
next issue of the Organisation’s journal, PinPoint to be distributed to members on 15 December 2009; and

o that the full report was presented to 2 meeting of the committee of management of the reporting unit on

19 November 2009 ; in accordance with section 266 of the Fair Work (Registered Organisations) Act
20009.

(O

Signature

23 NOV 2009

FAIR WORK AUSTRALIA

<y vy
Date: /7,77 ¢ ¢/ VICTORIA
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HEALTH SERVICES UNION VICTORIA NO 1 BRANCH

AUDITOR’S INDEPENDENCE DECLARATION
TO THE COMMITTEE OF MANAGEMENT OF THE
HEALTH SERVICES UNION VICTORIA NO 1 BRANCH

We declare that, to the best of our knowledge and belief, during the year ended 30 June, 2009 there
have been:—

(i) no contraventions of the auditor independence requirements in relation to the audit; and
(ii) no contraventions of any applicable code of professional conduct in relation to the audit.

Stwannarus, Accountants & Advisors

l5artner
Holder of Current Public Practice Certificate

Dated

GAMICHAEL SHULMAN\HSU\2009\FINANCIAL STATEMENTS\FINANCIAL STATEMENT 2009.D0C
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NMarine Anachnn, CA

Michael Shulaan, CA
Nello Traticante, CPA
Jason Wall, A
Yssociok

Nicole Postan, (G

Independent Auditors Report
Health Services Union Victoria No 1 Branch

SCOPE
The Financial report and Committee of Management’s responsibility

The financial report comprises the income statement, balance sheet, statement of changes in equity, statement of
cash flows, and accompanying notes to the financial statements for the year ended 30 June 2009.

The Committee of Management is responsible for the preparation and true and fair presentation of the financial
report in accordance with the requirements imposed by Part 3 of Chapter 8 of Schedule 1 of the Workplace
Relations Act 1996. This includes responsibility for the maintenance of adequate accounting records and internal
controls that are designed to prevent and detect fraud and error, and for the accounting policies and accounting
estimates inherent in the financial report.

Audit Approach

We have audited the financial statements of the Health Services Union Victoria No 1 Branch (“the Branch”) for the
financial year ended 30 June 2009. We have conducted an independent audit of these financial statements in
order to express an opinion on them to the members of the Branch.

Our audit has been conducted in accordance with Australian Auditing Standards to provide reasonable assurance
as to whether the accoints are free of material misstatemant  Niir nracadiirac inchided avaminatinn An a2 tact

bas.., c. ciibciice cofraliig wie winvune v v wenC e e ittt ey e e s v

accounting policies and SIgnlflcant accounting estimates. These procedures have been undertaken to form an
opinion as to whether, in all material respects, the financial statements are presented fairly in accordance with the
Workplace Relations Act 1996 and other mandatory professional reporting requirements so as to present a view
which is consistent with our understanding of the Branch's financial position and the results of its operations.

The audit opinion expressed in this report has been formed on the above basis.

INDEPENDENCE

In accordance with ASIC Class Order 05/83, we declare that to the best of our knowledge and belief, that the
auditor's independence declaration set out in this the financial report, has not been changed as at the date of
providing our audit opinion.

SEonnands Noconntants & Ndvisors Poo L d o VBN IR 006 837 ]
Foevel Toot Toorakh Road Souwth Yara, Melbourmne, ,\u\tmlm AEH
Felornsyana™ T Dnadl advisors stannards comeau Fac (030usn 7 a1 I 3
wawstannards.com.au



Independent Auditors Report
Health Services Union Victoria No 1 Branch (Cont’d)

Al""1T OPINION

In our opinion:—

)

i)

ii)

there were kept by the Branch in respect of the year satisfactory accounting records detailing
the sources and nature of the income (including income from members) and the nature and
purposes of the expenditure of the Branch (except as set out below in the “Qualification
Paragraphs”) (a) and (b));

the general purpose financial report is prepared under the historical cost convention and is
presented fairly in accordance with applicable Australian Accounting Standards and the
requirements imposed by Part 3 of Chapter 8 of Schedule 1 of the Workplace Relations Act
1996. Except for the comments contained in the “Qualifications Paragraph” (c), the financial
report is properly drawn up so as to give a true and fair view of:

a) the financial affairs of the Branch as at 30 June, 2009,
b) the income and expenditure and net result of the Branch for the period ended on that
date; and

in relation to recovery of wages activity, there has been no recovery of wages activity during
the year .

Qualifications

(@)

(€)

Subsequent to the compietion of the 2008 financial report, an Expert Report commissioned by
the Branch concluded that related party transactions had occurred. These transactions were
quantified by the Expert Report as amounting to $38,412 (2009 financial year) and $108,936
(2008 financial year). We cannot confirm the veracity of these transactions (i.e. whether they
were appropriately authorised and whether they were commercial in nature).

Subsequent to the completion of the 2008 financial report, an Expert Report commissioned by
the Branch concluded that there was no documentation substantiating some expenditure (in
particular, certain wage payments to staff, expense reimbursements to staff and travel
reimbursements). We cannot quantify the total, nor the veracity of such expenditure in 2008
and 2009, given the absence of appropriate internal controls operating at the Branch over
those years.

We were appointed auditors of the Branch for the 2009 financial year. We cannot confirm the
veracity of the financial position report by the Branch as at 30 June, 2008. To the extent that
the financial position was misstated at 30June, 2008, the financial performance
(surnlis/(deficit)) of the Branch wouid be misstated in the 2009 financial year.

ints & Advisors

(CA)

Partner and Holder of Public Practice Certificate

Dated
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Fair Work

Australia
4 August 2009

Mr Jeff Jackson

Branch Secretary

Health Services Union-Victorian No. 1 Branch
jeff.jackson@hsuvic.asn.au

Dear Mr Jackson,

Lodgement of Financial Documents for year ended 30 June 2009 [FR2009/10095]
Fair Work (Registered Organisations) Act 2009 (the RO Act)

The financial year of the Health Services Union-Victorian No. 1 Branch (the “reporting unit”) has
recently ended. This is a courtesy letter to remind you of the obligation to prepare and process the
reporting unit’s financial documents. The full financial report must be lodged with Fair Work
Australia within a period of 5 months and 14 days or 6 months and 14 days, depending on your
rules, of the end of the financial year.

The RO Act sets out a particular chronological order in which financial documents and statements
must be prepared, audited, provided to members and presented to a meeting. The attached
Timeline/Planner summarises these requirements.

In addition, financial reporting fact sheets and sample documents can be found on our new Fair
Work Australia website. You will find that the legislative requirements remain largely unchanged to
that of the former requirements under Schedule 1 of the Workplace Relations Act 1996. The
information can be viewed at FWA Registered Organisations Fact Sheets.

This office encourages you to lodge all financial reports electronically (e.g. as pdf files) at
orgs@fwa.gov.au. Alternatively, you can forward the documents by fax to (03) 9655 0401.

If you need any further information or if you believe you will be unable to lodge the full financial
report within the period mentioned above please contact me on (03) 8661 7817 or by email at
robert.pfeiffer@fwa.gov.au.

Yours sincerely,

Robert Pfeiffer
Tribunal Services and Organisations
Fair Work Australia


http://www.fwa.gov.au/index.cfm?pagename=regorgsfactsheets

TIMELINE/ PLANNER

Financial reporting period ending:

Prepare financial statements and Operating Report.

(a) A Committee of Management Meeting must
consider the financial statements, and if satisfied,
pass a resolution declaring the various matters
required to be included in the Committee of
Management Statement.

(b) A #designated officer must sign the Statement
which must then be forwarded to the auditor for
consideration as part of the General Purpose
Financial Report (GPFR).

— As soon as practicable after end of financial
year

Auditor's Report prepared and signed and given to
the Reporting Unit - s257

Within a reasonable time of having received
the GPFR

(NB: Auditor’s report must be dated on or
after date of Committee of Management
Statement

Provide full report free of charge to members — s265
The full report includes:

e the General Purpose Financial Report (which
includes the Committee of Management
Statement);

e the Auditor’s Report; and
e the Operating Report.

(a) if the report is to be presented to a
General Meeting (which must be held
within 6 months after the end of the
financial year), the report must be
provided to members 21 days before the
General Meeting,

or

(b) in any other case including where the
report is presented to a Committee of
Management meeting*, the report must
be provided to members within 5 months
of end of financial year.

Present full report to:

(a) General Meeting of Members - s266 (1),(2); OR

(b) where the rules of organisation or branch allow* -
a Committee of Management meeting - s266 (3)

L Within 6 months of end of financial year

L Within 6 months of end of financial year

Lodge full report in the Industrial Registry, together
with the “Designated Officer’s certificate™ — s268

— Within 14 days of meeting

* the full report may only be presented to a committee of management meeting if the rules of the reporting unit provide that a percentage
of members (not exceeding 5%) are able to call a general meeting to consider the full report.

# The Committee of Management Statement and the Designated Officer’s certificate must be signed by the Secretary or another officer
who is an elected official and who is authorised under the rules (or by resolution of the organisation) to sign the statement or certificate

—5243.

++ The Designated Officer’s certificate must state that the documents lodged are copies of the documents provided to members and
presented to a meeting in accordance with s266 — dates of such events must be included in the certificate. The certificate cannot be

signed by a non-elected official.
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