5 July 2018

Mr Nick Player
President
Industrial Staff Union — PSA of NSW

Mr Loi Kah Tsia
Auditor

Sent via email:
Dear Mr Player, Mr Tsia,

Re: — Industrial Staff Union — PSA of NSW - financial report for year ending 30 June
2017 (FR2017/159)

Thank you for your responses to my correspondence of 15 June 2018. | also acknowledge
receipt of the copy of the Auditor report in accordance with the new format prescribed by
Auditing Standard ASA 700 Forming an Opinion and Reporting on a Financial Report.

Your respective advices have been carefully considered. Where the organisation’s advice is
concerned, the Registered Organisations Commission (‘ROC’) understands that
extraordinary circumstances can arise from time to time, including unplanned absences for
pressing reasons as well as casual office vacancies, and notes how these arose in this case.

As a regulatory body, the ROC is obliged to draw the attention of registered organisations
and auditors to their obligations under the Fair Work (Registered Organisations) Act 2009
(RO Act) whenever statutory provisions may be contravened.

In this case, it appears that the organisation may have failed to comply with:
a) prescribed time frame provisions under sections 253, 254 and 266 of the RO Act; and

b) possibly the requirement of subsection 256(1) to ensure that “there is an auditor of
the reporting unit at any time when an auditor is required for the purposes of this
Part”.!
In view of this, | make the following comments.
Firstly, although, as the organisation has submitted, making alternative arrangements with
another registered auditor at the time of the Auditor’s departure overseas would not have

assisted in having the audit completed within the required timeframe it might have resulted in
a less delayed timeframe with:

1) the completion of the audit,
2) the provision of the full report to members; and
3) the holding of the annual general meeting of members.

In such circumstances, the ROC considers that an organisation generally should take
whatever steps are possible to mitigate potential contraventions of a civil penalty provision of
the RO Act.

'i.e. Part 3 of Chapter 8
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The standards set out in the RO Act are directed to ensuring that registered organisations
are:

e accountable to their members;
o efficiently managed and operate effectively; and
e enable participation by members in the affairs of the organisation.

Officers of an organisation are also held to high standards and must comply with the
general duties in relation to the financial management of the organisation as set out in
Part 2 of Chapter 9 of the RO Act.

Secondly, | note the organisation’s submission that the committee of management was
under-resourced during the 5 months following the resignations of the Secretary, Assistant
Secretary and Treasurer in March 2017. However, although the rules provide that particular
officers have particular duties, at all times the government of the union remained with the
committee of management? which was theoretically capable of quorate meetings?® from at
least August 2017. The ROC considers that an organisation generally should take whatever
steps are possible to ensure that such contingencies are provided for as to ensure the
committee of management can comply with its obligations under the RO Act.

Thirdly, where it becomes apparent to an Auditor, or to an organisation, or to both, that it will
not be possible to carry out the duties* required by the RO Act, including completing an audit
within a reasonable time, the ROC considers the organisation and/or the Auditor, as
appropriate, should take such steps as are necessary to achieve or facilitate compliance.

Concluding remarks

After considering all the information provided, the report has now been filed. There is no
other action required in relation to the report lodged, except that the new format Auditor’s
report must be made available to the members.

Please note that the report for the year ending 30 June 2018 may be subject to an advanced
review, and the ROC will pay particular attention to the organisation’s compliance with the
prescribed time frames. | also make the following comment to assist you when preparing the
next report.

Future Australian Accounting Standards

Australian Accounting Standard AASB 108 Accounting Policies, Changes in Accounting
Estimates and Errors paragraph 30 requires that the entity disclose Australian Accounting
Standards issued but not yet effective with an assessment of the future impact on the entity.

The statement in Note 1.4 on page 10 of the report does not satisfy the disclosure
requirements under AASB 108 paragraph 30.

Reporting Requirements

New Reporting Guidelines will apply to organisations and branches with financial years
commencing on or after 1 July 2017. The new Reporting Guidelines are now available on
the ROC website and any further information or updates on the guidelines will be provided
through the subscription service.

On the ROC website is a number of factsheets in relation to the financial reporting process
and associated timelines. Along with the new Reporting Guidelines, a model set of financial
statements can also be found. The ROC recommends reporting units use this model as it
will assist in ensuring compliance with the RO Act, the s.253 Reporting Guidelines and the
Australian Accounting Standards. Access to this information may be obtained via this link.

2Seerule 6
3 See rule 12(3)
4 See section 257


http://www.roc.gov.au/website-information/email-updates
http://www.roc.gov.au/running-a-registered-organisation/financial-reporting

If you have any questions about the above, please do not hesitate to contact me by email at
stephen.kellett@roc.gov.au.

Yours faithfully

Stephen Kellett
Financial Reporting
Registered Organisations Commission
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29 June 2018

Stephen Kellett
Registered Organisation Commission
GPO Box 2983
Melbourne VIC 3001
Stephen.Kellett@roc.gov.au

Dear Mr Kellett,

Thank you for your letter dated 15 june 2018 in which you sought responses to guestions
concerning the financial report for the year ending 30 June 2017 (FR2017/159) for the ISU.

This letter is written in conjunction with a letter by our auditor which has also been
provided. That letter provides responses in regard to the points raised in sections 2 and 3 of
your letter. Our response below refers to the first section — Timescale requirements.

There was a miscommunication / misunderstanding between the auditor and the previous
secretary of the ISU as to the date the auditor required our financial records that resulted in
the ISU providing that information to him on the day that he went overseas. Consequently
he did not have sufficient time to complete the audit. At that stage making alternative
arrangements with another auditor would not have assisted in having the audit completed
within the appropriate timeframe that was required.

The ISU acknowledges that we were in error in not providing the information in a timely
manner to the auditor. There were several factors leading to this error.

¢ In early March 2017 both the Secretary and the Assistant Secretary resigned from
their positions on the 1SU’s Executive Team. Elections resulted in those positions
being filled in August 2017 {during that election process the Treasurer resigned from
that role and successfully ran for the Assistant Secretary role but no one nominated
for the Treasurer role). As a result of this the Executive Team were under resourced
for approximately a 5 month period.

¢ The above was further exacerbated by the President taking significant periods of

unplanned time away from work and his 1SU duties |||} I EEGcTcNGNGNGEGEGEGEEE
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15 June 2018

Mr Nick Player
President
Industrial Staff Union — PSA of NSW

Sent via email:
Dear Mr Player

Re: — Industrial Staff Union — PSA of NSW - financial report for year ending 30 June 2017
(FR2017/159)

| refer to the financial report of the Industrial Staff Union — PSA of NSW. The documents were
lodged with the Registered Organisations Commission (‘ROC’) on 5 March 2018.

The financial report has not yet been filed. | have examined the report and identified a number of
matters, the details of which are set out below, about which | require your advice before filing the
report.

The matters identified should be read in conjunction with the Fair Work (Registered Organisations)
Act 2009 (the RO Act), Fair Work (Registered Organisations) Regulations 2009 (the RO Regs), the
4™ edition of the Reporting Guidelines (RG) made under section 255 of the RO Act and Australian
Accounting Standards.

1. Timescale requirements

As you are aware, an organisation is required under the RO Act to undertake certain steps in
accordance with specified timelines. Information about these timelines can be found on the ROC
website. In particular, | draw your attention to the fact sheet titled Financial reporting process
which explains the timeline requirements, and the fact sheet titted Summary of financial reporting
timelines which sets out the timelines in diagrammatical format.

I note that the following timescale requirements were not met:
Preparation of the General Purpose Financial Report (GPFR)

Sections 253 and 254 of the RO Act require that a GPFR and an Operating Report be prepared as
soon as practicable after the end of the financial year. Section 266 requires that the full report be
presented to a General Meeting of members or a Committee of Management Meeting within six
months after the end of the financial year. In the absence of an extension of time for holding a
General Meeting (see section 265(5)) the latest possible date for lodgement with the ROC is six
months and 14 days after the end of the financial year (i.e. 14 January 2018).

The Committee of Management statement indicates that a resolution relating to the GPFR and
Operating Report was not made until 30 January 2018, which was seven months after the end of
the financial year, and 16 days after the latest date prescribed for lodgement with the ROC.

Reports must be presented to General Meeting within 6 months after end of financial year

Under section 266(1) of the RO Act, the report must be presented to a General Meeting of
members within 6 months after the end of the financial year (i.e. 31 December 2017). The
Designated Officer’s Certificate states that the financial report was presented to a General Meeting
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of members on 26 February 2018. This was 1 month and 26 days after the latest date ordinarily
prescribed, and 26 days after the latest date that could have been allowed under an extension of
time application granted by the Commissioner.

The ROC records show that an extension of time request was made on 20 December 2017. At
that time the financial and operating reports had not been prepared, and the audit was not
expected to commence until the first week of January 2018. The extension request was not
granted therefore because the maximum period of one month available to the Commissioner to
grant would not have been long enough to allow the reporting unit to prepare the financial
statements, have the audit completed, provide the full report to the members 21 days priorto a
general meeting, and then present the full report to a general meeting by 31 January 2018.

In respect of the timescale requirements, please advise:

(1) when the reporting unit first became aware that the auditor was overseas and not able to
commence the audit until the first week of January 2018;

(2) why the reporting unit did not, and/or was not able to, take steps to prepare the GPFR or
Operating report within the prescribed time periods, including, if appropriate, making
alternative arrangements with another registered auditor.

2. Auditor’s Statement

New Format for Auditor’'s Statement

The Auditing and Assurance Standards Board (AUASB) released new requirements for auditor
reports effective for financial reporting periods ending on or after 15 December 2016. A ‘Guidance
Note’ has been available on the ROC website to help Registered Organisations understand the
new auditing requirements since August 2017.

The Auditor’s Statement for the organisation/branch was not prepared in accordance with the new
format required by ASA 700 Forming an Opinion and Reporting on a Financial Report.

In respect of the auditor’s statement, please advise:

(3) why the auditor did not prepare an Auditor’s statement in accordance with the new format.

3. General Purpose Financial Report
Disclosure of audit fees

Note 4G “Remuneration of Auditors” includes disclosure of amounts for ‘Audit fees’ and for ‘Other
services’ for the reporting unit for “2015-2016".

In respect of the above disclosure, please advise:

(4) whether the period described as “2015-2016” at Note 4G is correct or a typographical error
for “2016-2017".

Activities under Reporting Guidelines (RGs) not disclosed

Iltems 21 and 23 of the RGs state that if the activities identified in items 20 and 22 respectively
have not occurred in the reporting period, a statement to this effect must be included in the notes
to the GPFR. | note that for the following RG items no such disclosure has been made:

e 20(c) — employee provisions in respect of office-holders

e 20(d) — employee provisions in respect of employees (other than office-holders)

e 22(a) - name and balance of each fund or account for compulsory levies or voluntary
contributions

o 22(c) — name and balance of each fund or account (other than the general fund) required by
the rules of the organisation

e 22(d) - details of any transfer or withdrawal to a fund, account or controlled entity


file://///FWO/51007280/Website%20updates/Documents/gn004-audit-report-guidance.pdf
file://///FWO/51007280/Website%20updates/Documents/gn004-audit-report-guidance.pdf

In respect of the omission of nil activity disclosures for the above matters, please confirm:

(5) that the activities listed did not occur during the financial year.

If you have any questions about the above, please do not hesitate to contact me by email at
stephen.kellett@roc.gov.au.

Yours faithfully

Stephen Kellett
Financial Reporting
Registered Organisations Commission
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