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CHAPTERG - NEPOTISM/CRONYISM

6.1

6.2

6.3

6.4

Michael Williamson has been the General Sectetary of HSUeast since it was
formed in 2010, and for many years Eefote that held the same position, whether
or not with the same precise title, in its predecessor otganisation. He is the chief
executive: the boss. Williamson has been re-elected every 4 yeats, as Union rules
requite. Most people within the Union to whom we talked described him as
visionary, highly energetic, chatismatic, and 2 verj'r effective leader with strong
entreprencutial drive and capacity. Some wete less positive, and assetted he has 2
domineeting natute, and quashes opposition. However that may be, he above all
other individuals had powet within the Union, at least until he took leave of

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

yeats.

Membets of his family employed by the Union include his brothes Dazrren, and
his son Chtistopher, The former is in chatge of recruitment and matketing, and
the latter is a media project officer. Monique Itvine, a lead otganiser, is a sister of
Williamson’s wife. She holds an elected position. Another family within the
Union, now and previously, includes the late Lyn Astill who was formerly in
charge of finance, her sister Chetyl McMillan who is in chatge of procurement,
and their sister-in-law Julte Astill, who is in chatge of Head Office administtation.
Each of M. Williamson, D. Williamson, M. Irvine, C. McMillan and J. Astill is

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

Williamson asserts, and we accept - we know of nothing to the contrary - that he
was not involved in the selection for employment of his brother or his son. He

also points out that Cheryl McMillan and the late Lyn Astill were employed by
the Union well prior to him wotking there.

Chtistopher Williamson works on the second leve] of 109 Pitt Street, Sydney, but
spends a deal of time on level 8 whete a television studio is situated. He joined
the Union in the latter patt of 2010, and is presently well advanced towards
obtaining a degree in media and communications at the UNSW. He has a

diploma in audio engineering, When interviewed he said that he teplied to an
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6.5

6.6

6.7

6.8

advettisement, and won the job against 5 others after having been interviewed by
Getard Hayes. He spends most of his time working on production of the weekly

television news bulletin which goes out to all membets.

There is nothing wrong with a family firm favouring its own membets, That is
natutal enough, But different considerations apply to public institutions and
companies, and any body which is owned by its members, as the Union is. In
such bodies nepotism and cronyism - favouring family and friends as employees

or contractors - must be avoided. .

Nepotism gives tise to these tisks:

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

opportunities for promotion to be eroded;

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

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

or friendship group.

Many public bodies not only have well documented rectuitment and promotion
procedures, but also adopt an explicit anti-nepotism policy. The Union has

neithet.

We recommend that the Union formulate, document and adopt procedures to be
followed in recruiting and promoting staff, with insistence on metit selection
being the central requirement. As a matter of documented policy, recruitment of

famnily membets should be prohibited or at least discoutaged.
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The Banksmeadow Warehouse

6.9

6.10

6.11

6.12

A contract for the purchase by HSU of 13/15 Baker Crescent, Botany was
entered into on 18 October 2006. The price was $787,050, and the balance after
deposit and adjustments was $709,575.35 which was -paid at settlement on 6
December 2006. The contract describes the premises as an industrial unit but
subject to what follows it is used as a warehouse. The acquisition of a warehouse
was approved at a meeting of the Finance Committee of the Union on 9 June
2006. At a meeting of Union Council on 9 August, Williamson advised he had
engaged Mah-Chut Azchitects to find an appropriate warchouse, and he tabled a
proposal for the purchase of a unit costing $905,600. At a Union Counci
meeting on 17 October 2006, Willlamson reported Mah-Chut had advised of a
bettet warehouse that was available, and it was resolved to approve the purchase

at $787,750.

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

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

Botany but mote cotrectly 13/15 Meadow Way, Bankstmeadow. It charged 2%
phas GST on the acquisition cost: see [5.7} above. The next account was rendered
ont 12 Febroary 2007, when a progress claimn of §$55,000 was made. This was
accompanied by a letter from Mah-Chut to Williamson which had attached a
budget estimate of $351,780, excluding IT installation. The letter noted
construction was to cotnmence on 19 March. The next invoice, dated 20 Match,
noted that “zhe Builder has reached the stage of expenditure and orders of over 80% and is
progressing at a rate to achieve completion by the middle of April”,

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

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

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

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

40



6.13

6.14

hardly being utilised. He recognised a possible business opportunity, and raised
with somebody high up in the Union - pethabs his father, or Hayes, or Peter
Mylan ot Kathy Jackson - that he might lease it. He said a valuation was obtained,
and he agreed to pay a rental figute which was then put to him. He never saw the
valuation, but presumes the amount was in accordance with the valuation. He
thought he was paying about $200 per week for the dowﬁstaits room and an
adjoining sitting area. He paid the rent quartetly, He said he had the premises fot
4 years, that the arrangement came to an end by effluxion of time, and another
man whose name he gave is now the tenant. He did not know how it is the

tehearsal room came to be constructed.

The tecords tell 2 rather different stoty. First, C. Williamson is a sound engineer
and he advertised Studio 19, the business name under which he operated, as a
recording studio. Secondly, the lease - for 2 yeats from 1 August 2007, with 2 2
year option of renewal - which bears date 10 October 2007 and was signed by C,
Williamson with Michael Williamson as his witness, was for annual rental of
$3,750 - just over $72 pet week - inclusive of all outgoings. This small sum was in
out view hardly worth the bother of a lease and a valuation. And it will be noted
that the commencement date of 1 August was only 8 months after settlement,
and 3.5 months aftet Mah-Chut Aschitects’ estimated date for completion of the

works.

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

included the following:

“The subject area comiptises a pariitioned facility contained within the
development at ground floor level, baving plasterboard walls, the fit out as ar
the date of inspection nearing conpletion.

Part of the agreement is to share the facilities including toilets and kitchen
arienities.

The area being the subject of this assessment, we bave been advised, is 56.14-
square metres (vefer highlighted area on floor plan contained within this

report).

We bave been advised that the area will be the subject of a sub-lease
greangernent incorporating formal docuvsentation.
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We have in assessing the Fair Martet Rental also given consideration to the
Jact that substantial sharing of the amenities and access to the unit will be
part of the arrangement, this in our opinion is considered detrimental and we
bave adjusted our rental assessment accordingly.

Given the available market evidence, we are of the opinion that the Farr

Market  Rental of the premises g5 _pegoviated being THREE
THOUSAND SEVEN HUNDRED .AND FIFTY DOLLARS -

(£3,750.00} Per Annum Gross, exclusive of GST, to be within market
pararmeters.” (undetlining added)

'6.15  Hence on the face of the valuation, the fit-out was incomplete as at the date of
inspection, which is not stipulated but we take to have been in early June 2007,
and the valuet was providing justification after the event of a rental figure which
had already been worked out. It looks on the face of it as if the Union premises
at Banksmeadow had a soundproofed space installed which could be used by a
member of M Williamson’s family for the commercial benefit of that family
member. We think it matters little, if at all, fhat the business does not seem to

have retutned much by way of profit to the tenant.

6.16  C. Williamson provided the Inquiry with what he desctibed as “the first and the last
tasc invotce for the lease of the back room at 13/15 Meadow Way, Banksmeadow”. The
eatlier as supplied by him appears on the next page. Apatt from a period of about
12 months when he moved away ftom home, Meagher Avenue, Matoubta has
been the place of residence of C. Williamson, his father and his mothet. The

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

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

the upstaits office, and to have the downsiaits room built and soundproofed.

®
*
2
=

Mah-Chut said that room could be used as a recording studio, but Williamson
said nothing to hitn as to what it was to be used for. ‘T follow nstructions buz I don’t

really inquire as to the use’.
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6.18

6.19

6.20

6.21

6.22

The stated justification for the purchase of the watehouse was that it would save
on storage costs. It did, but only to a limited extent. A payments schedule
provided to us by.Mylan shows that the Union paid Stotage King at Bastgardens
$3,318.18 per month up until June 2007, when the inonthly cost dropped to
$1,800. 1t rose by increments to $2,245.45 per month to and including January
2012, after which it dropped to $1,654.55.

According to invoices supplied by Mah-Chut Atchitects, the Union paid that firm
a total of §786,368 for work done at the Banksmeadow warehouse. When that is
added to the purchase price of $787,050, a capital cost of $1,573,418 atises. Bven
if the Storage King costs had come down to nothing, the warehouse would
tepresent a sound business decision only if the capital cost was $800,000 ot less.
We say this on the basis of Storage King savings of about $40,000 per annum -
assuming that those costs wete no longer incurted at all, contrary to the fact - at
an interest rate of 5%. As the figures already x:eléted show, the saving was only a
little over $1,500 pet month.

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

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

above,

We called for any Union recotds concerning the poztion of the premises that
came to be leased to C. Williamson. Apart from the lease, and an account
tendered by solicitors for its prepatation, nothing of relevance was provided to
us. So far as is known, that portion: of the Banksmeadow warehouse was never
utilised before the lease commenced, never provided any income before C.

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

A justified conclusion is that portion of the premises wete fitted out for and used
by Michae] Williamson’s son Christophet at the instigation of Williamson seniot.
Chtistopher has since become an employee of HSUeast and Union management
insists he got the job on his merits. As to the studio, we conclude it was built for

his use, leased to him for a modest amount and that this was statk favoutitistm.

44



623  We acknowledge that we have not had the benefit of talking to Williamson

senior. However, after so much of this chapter as concerned the Banksmeadow
watehouse was senf, in draft, to him and his son, he replied through solicitots on

17 Aptil 2012. The relevant parts of the letter read: E

around 2006 for the storage of Union goods, Union pamphlets, t-shirts and
other Union material, Our client instracts us that it was the Union's !
intention on or about the time of purchase, to utilise the npstairs room as the

Uniion’s mensbership service centre (call centre) with the downsiatrs room {
sound proofed as the Union’s needia centre and the construction of @ separate
service centre facihity for emergency sitmations. There was discussion at this
timee as to the possibility of obtaining sirata title for these 2 rooms and selling =
or keasing those rooms at a later date, consistent with the Union’s position to !
acquire invesiment properises, increase its asset base and thus alieviate, in the [ o=
long term, baving 1o increase membership foes for members.”

gl

=

=

. =

“Our client recalls that the Banksmeadow Warchouse was purchased in or =
=

=

=

=

&

“The budget for the warehonse as at 7 February 2007 contained emised

works that do not relate 1o any venture with Chrisigpher Williamson and &
that the work was 80% completed by March 2007 and was likely to ashieve =
comapletion by April 2007. This is consistent with our client’s position that

the fit ont did not envisage Christopher Williamson's use ...” =
“The Union’s intention for the warchouse was initially for storage, with =
sound progf rooms to be utilised for membership purposes ... Due to the

distance between Bankimeadow and the city office, it became apparent that =
the broadrasting centre shonld be sitnated in the city.” =
“To the best of onr client’s recollection, towards the end of the construction, ] o
Christopher Williamson approached his father as to whether it would be F

possible to lease the area and utilise it as a rehearsal studio, not a recording =

studio as bas been suggested, 1f it was not being utilised by the Union.”

“Nr. Williamson considered Christopher’s request and, as the area was of o

immediate need to the Union, and thergfore avatlable for leasing, he obtained ==
an. independent valuation of the area. An independent valuation was e
obtained and, shortly thereafier, Christopher signed a lease, and adbered to '

all the requirements under the kease.” B

“In the last quarter of 2007, Mr. Williamson found a suitable site for a 12>
broadeasting/ media centre and discovered vacant space on a number of levels :
in 109 Pit St.” }=

“Tn February 2008 (1" Council meeting of the year) Union Council resolved

that M. Williamson officially underiake the task of looking for further space =
at 109 Pitr Street, and in April 2008 Union Conncil approved of the
parchase of a suite on level 8, and that the General Secretary and the =

E
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6.24

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

‘M. Williarnson does not accept your view that the annual rental of the lease
was hardly worth the bother of a lease and valuation. Christopher

© Williamson paid commervial rental for the premises in acordance with the
valuation and it was in the Unions’ interest to receive rental for that area,
rather than it being vacant and not earning any income.”

“We dispute your assertion that the fit-out was incomplete a5 af the date of
inspection. As yon bave noted, the works were fo comimence on 719 March
2007 and ... the baseshell of construction comprised a ‘wegzanine floor,
storage wnils, stairs and 2 sound proofed rooms’. The proposal as to the
construction reguired and the construction pre-dated any formal lease
arrangement with Christopher Williamson by 5 months, and pre-dated the
valnation report of 12 June 2007 by 3 months.”

“We also note tha, whilst the valuation report refers Yo @ negotiation of a
sub-lease arrangement, # is unciear as to whether that sub-lease arrangement
referred 1o the latter Jease arrangement with Christopher Williamson. In any
evens; the valuation myﬁmed that it was a commercial rental é’emg _pazd for
the leased pmmzm‘ :

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

As to the last paragraph, thete wete no documents provided with the letter. We
have had regard to documents provided by the Union, and obtained from Mah-
Chut.

Canme Services

6.25

According to Australisa Business Register records, from 1 September 2000
Julieanne Williamson traded as Canme Setvices. She is the wife of Michael
Williamson, Mylan told us the Williamsons have 5 children - named Christopher,
Alexandra, Nicholas, Madeline and Elizabeth. The initials, which we have

emphasised, might be whence Canme was derived.
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6.26

6.27

6.28

6.29

Between 9 December 2005 and 26 June 2009, 25 payments of $15,385 each were
made by HSUeast to Canme Services, a tofal of $384,625 including GST.
Invoices were received by the Union, approved for payment, and paid. Bach of
the invoices supplied to us - the last 15 of thetn - covered a 2 month petiod.
Assuming the others did also, which seems safe, the Period covered by the

invoices was 50 months.

No conttact, or exchange of lettets, between the Union on the one hand and
Canme Services or Mrs. Williamson on the other was provided to us when we
called for documents of this type. Latgely what we have to go on ate the invoices.

One of them is reproduced on the next page.

Assuming that work was actually done, and done by Mts. Williamson alone, and
that she worked a 37.5 hour week thtoughout the 50 month petiod - collecting
folders, dismantling and collating them for scanning, week after tedious week for
52 weeks of the year - then she was being paid at a rate close to $43.00 per hour
plus GST. The assumptions may be bold, as we do not know whether work was
done, if so by whom, ot for how many hours a week. But on the stated
assumptions, a high houtly rate was paid for what appears to be basic clerical

worlk,

We spoke to Mylan, who approved the invoices for payment. He said he became
aware of the atrangement by which Mzs. Williamson provided services after Craig
Thompson left to run the Federal Union and Mylan stepped up to take his place.
Mylan said Williamson told him that it had been decided to scan old Union
records, and his wife was doing the work of opening, sorting and cataloguing the
old files. They were held in storage at Eastgardens. This was before the
Banksmeadow watehouse was acquited. Mylan said he thought the wotk was
done by Mrs. Williamson at home. He said only she did the work. He had never
seen her actually doing the work, but knew she had done it. She was paid 2 fixed

amount each two months, not by the hout.
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CANME SERVICES

31 Meagher Ave
Maroubra NSW 2035
ABN: 65756621652

1°7 June 2009
Health Services Union
Level 2, 1089 Pitt, St,
Sydney 2000
TAX INVOICE

Collection from Storage King and Return -preperation,dismentaling and
collation of Folders and Documents for Scanning for the period April 2008 and

May 2009.

515,385 Gst Included.

Cheques shouid be made Payable to

CANME SEVICES
Thank You ,
o /;\;?vaéb
"-mq koc] / r%%‘é—'—‘— !
o A Slonature

48



6.30

6.31

6.32

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

pointless.

Robestson spoke to the librarian about scanning old files within recent yeats. She
said she did not know what he was talking about, and later in Mylan’s presence
said the last scanning of files in what she called the old system was on 29
September 1998. She said that when the old files were taken away to off-site

storage, she never saw them again.

All this happened on a Thursday. Robertson advised Mylan to take time, and
consider his position. By the following Monday, the story had changed
somewhat. Mylan then said he had made some “asswmptions and presumptions”, and
had pot seen files brought in for scanning, but he still believed Mrs. Williamson

had done wotk which entitled her to payment.

Subsequently Robertson sent Mylan some written questions to which he
responded on 5 March last. He said that a decision was made by Union Council
to create a papetless office; at the time of the move to 370 Pitt Street in 1996
thete were hundreds of boxes of old files that had to be archived in some way.
He said he recalls being told by Williamson at some stage that the temuneration
rate “was derived from one of the rates in the Public Health Awards”. Mylan says he
recalls boxes being in the office for the libratian to scan: “Upon reflection this was
certainly in the 370 Pitt Street office”. He says he recalled “the matter was definitely as
discnssed and approved by Union Council that someone be engaged to wndertake the work af
same stage in the futrire, Michael Williamson indicated that he would ask he’s wife if she wonld
be interested in performing this rok, 1 recall this was known to Union Coungil and not

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

6.34

6.35

6.36

All this really adds little or nothing to the question as to what setvices were
provided by Cénme Services between late 2005 and the middle of 2009. The
truth of the matter, we think, is that there was a system set up which saw regular
and large sums paid to Williamson’s wife, that Mylan became aware of the system
later on and went along with it, and has sought to explain his approval of the
invoices which he really cannot do. He does not know what wotk, if any, Mis.
Williamson did in any given 2 month period. Nox do we. She was asked to come
in for intetview, but did not do so. We cannot say categotically that she did no
wotk, or some work from time to time, of worked hard and regulatly over the

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

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

to 2009,

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

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

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

patagraphs [6.25]-[6.35] were then [6.1]-{6.11], so that [6.26] above was then [6.9],
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and it then referred to a 42 month petiod. On 27 March 2012, he received this =
letter, signed by Julieanne Williamson: ' =
Dear Mr. Temby,
I refer ro previous correspondence between us and to my last better to you dated
3/3/12. E

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

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

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

In fact on a number of occasions the papers in the boxes were so threadbare
that I had to sticky tape thew together so that document would be suitable for
scanning, The job was very dirty due to the oldness of the records, dust was a
serious problem and I underivok the task required in a separate room at onr
house to alleviate the problem. 1t was not possible to work at the garages as 1
there were no bathroom or lunch facilities available, the only logical place it

conld be done was at home in a dedicated room. To suggest as you have I only )
worked 37.5 hours per week is completely wrong, i would be coser fo 60

bours per week. The work was during the day, at evening after dinner and at E
weekends. 1 used my own car to collect and return the boxes back to the

garages in preparation of scanning, This was what I was asked to do and I %
did just that. I do not kenow how you came to a figure of $43.00 ph; I can i
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6.37

assuts you on many occasions I falt I should have been charging $200 ph, as
the work was downright disgustingly filthy.

I have taken offence at your conclusion at paragraph 6.9 that the least
probable option was that I worked bard and regularly over the entire 42
month period. You have absolutely no basis for forming this opinion and you
shorld withdraw it.

In about the neiddle of 2009, my husband advised me that a decision had
been taken o abandon the sorting of the boxes in preparation for scanning,
He did not elaborate with me other than 1o sy that in the period of time 1
had been doing the work no one had requested to review any of the boxes in
the garages, and that he and Mr. Mylan had agreed the work shorld cease,
and that is my tuvelvement in this matfer,

Yours faithfully,
Juticanne Williamson

26" March 2012”

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

“We are instructed that in 1996, HSUeast, then kuown as the Health
Research Epsployes’s Assoviatjon of New South Wales, was in the process of
moving its operations from 511 Eligabeth Street, Surry Hills, 2o 370 Pigt
Street, Sydney. At that time, there were bundreds of boxes, filled with files
whish dated back decades, siored at 511 Elizabeth Street. The content of
these foles included the following:

® Transoripis, witness statements and exhibits from proceedings before
varions conrts and industrial tribunals;

® Correspondence between the Union and various government departments,
area bealth services, hospitals (public and private) and universities;

@ Correspondence between the Union and other industrial orgamisations
(employer and employes), the NSW Labor Conncil (now Usnions NSTV)
and the ACTU;

@ Internal corvespondence between the Uhnion, v sub-branches and
individual members;

@ Reports from organisers and industrial officers on varions dispute matters
inyolving individual members or groups of members; and

© A vast array of other documents containing information about individual
members, groups of members and sub-branches.
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These boxes were moved to 370 Pitt Street and stored on Level 3 and of thar
butlding,

After discussions with sensor officers, it was decided by the Union Conncil
that these boxes shonld be placed in storage garages with Storage King and
that Level 3 of 370 Pitt Street should be leased out. '

Further, the Union Conncil decided that it would be more economical fo have
1he 0ld records sorted, scanned and retained electronically rather than to have
thers stored indefinitely. This process required each file in each of the
hundreds of stored boxes to be sorted by relevant category or categories and
prepared for scanning. This would not only preserve the records, but would
make thene more easily retrievable.

The Unton itself did not have the space or the staffing resources to perform
ihis task internally. Outsonreing of this work was considered but it was not
practical, because it would require someone who had (or who bad ready access
10 someone who had) detailed knowledge of the history, internal workings and
structure of the Union.

In addition, there were security and privacy issues to consider, given that
many of the files contained personal information shout past and present
waezbers.

Myr. Williamson proposed to Union Council that bis wife, Julieanns, wonld
be prepared to do the swork in a oo at their home, which would be dedicated
excclusively for that purpose. The Union Council approved of this
arrangement. The work carfied out by Mys. Williamson included the
Jollowing:

© Retrieving cach box from storage;

@ Organising each file info its appropriate category;

e Dismantling each file by band;

® Placing each docuntent in its correct order;

& Removing all pins, staples and clips;

@ Separating each sheet of paper and placing a blank sheet between each one
in preparation for sconning;

& Placing cach file (now literally doubled in size) back into boxes; and

@ Returning the boxes 1o storage.

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

“Your assumption that Mrs. Williamson was in receipt of an bourly rate of
$43.00 plus GST is misconceived, that is, becanse your assumption that
Mprs. Williamson worked 37.5 hours per week, being the basis for this

calenilation, is not accurate. We ave instructed that Mys. Williamson:
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® frequently spent welf in excess of 37.5 hours and on occasions, up to 60
bours per week performing this work, including at nights and on weekends;

® yiifised her own car to collect and return the boxes; and
@ utilised a room in her howe for the performanse of this work.

. Mrs, Williamson did not receive shift, weekend or public holiday penalty
rates, overtime paymeents, annnal leave and sick leave, nor did she receive a
9% superannnation contribution.”

6.38  The letter also contained the following, which - like the earlier extracts - we

inchide as a matter of fairness:

Canme Services issned inwoices to HSUrast which were disclosed in
HSUteast’s Financial Acconnts. These Accounts (including the payments
made to Canme Services) were declared in the Financial Report to the
Union's Finance Committee, at its meetings each month throughout this
entire period and, furiher, all the invoices were available at each meeting to
inspect by any member of the Finance Committee, if they wished fo do so. In
addition, these Accounts were andited every six months by external anditors.
At no time was any issue raised by the Finapce Committee, the auditors or
anyone else about the payments.”

Trom the invoices, tbe information contained berein, and the information
recesved from Mr. Mylan, it is clear what services wese provided by Canme
Services between late 2005 and the middle of 2009,

We are instrucied that Mrs. Williamson has written to_you separately in
relation to Canme Services.

BN O&E OE R O® N P T D B B m R o B

We assert that you have no basis for the speculation abont what Mys.
Willaweson did, and it is clear that:

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

@ these arrangements were approved by Union Conncil.”

6.39  We remain of the view - see [6.34] above - that it is extraordinary Williamson
should have allowed such an arrangement to develop 2nd continue. Pollard, the
Unjon President, knew nothing about Canme Services or any work done mn

scanning documents within the past 5 yeats. It does not follow, from the fact that
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payments to Canme Services wete made known to the Finance Committee, that

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

aware whether work was actually doue.

6.40  We say more about disclosure, and the general topic of related patty transactions, =
in Chapter 7, =
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CHAPTER 7 - ACCESS TO INFORMATION

71

7.2

1.3

7.4

Those who run businesses, using other people’s money, must disclose what have
come to be known as related patty transactions. If a public company is dealing
with 2 supplier run by the uncle or lover of its managing director, or by a
company tun for the benefit of that person, then he or she might be inclined to
favour the supplier over the company that employs him ot her, This problem is
tackled in two ways. First, as a directot is obliged té act in good faith towaxds the
company at all times, he ot she must make full and continuing disclosure of any
such circomstances. That enables the company to decide whether to move
dealings with the supplier to another petson, so there will be no conflict between
petsonal intetests and duties as a director. Alternatively, the directors of the

business might decide to terminate, ot mote closely monitor, the supply contract.

The second way in which the problem of related patty transactions is dealt with is
by the requirement that there be disclosute to members of the company in the
published annual accounts, That enables shareholdets ana others with ;¢1
legitimate interest to ascertain the situation and ask questions about it
Shateholders who are inclined towatds active involvement in the company which

has their money can only be effective if they are well informed.

As it is with ﬁompanies, 80 it is with wnions. They take fees from theit members.
"The officers of the union owe it a fiduciary duty - an obligation to exercise the
utmost good faith at all times in the putsuit of the union’s interests. This extends
to disclosure by such officers of related party transactions. That must be done
formally, and be recorded, if such disclosures are to be effective. A mere off-
hand comment, or unrecorded statement, cannot suffice. The proper way is to
make a wiitten disclosure, which is recorded in the minutes of the wunion in

question.

Furthermore, thete is a requirement upon at least Federal unions to disclose in
theit annual financial statements information concerning related patty
transactions. The obligation arises under the Fair Work (Registered Organisations)
Act 2009, and the Australian Accounting Standatds.
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A related party transaction is a transfer of resources, services or obligations
between related parties, regardless of whether-a price is charged.”

78 Alsobyc &

Key management personnel are those persons having authority and
responsibility for planning, directing and controlling the activities of the entity,
directly or indirectly, including any director (whether executive or otherwise) of
that entity.”

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

{a} the individual’s domestic partner and children;
(&) children of the individual’s domsestic partner; and

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

7.9 Clearly M. Williamson is one of the key management personnel of HSUeast, and
each of ]. Williamson and C. Williamson is a close membet of his family.

7.10  What is the extent of the required disclosute? The following clauses of AASB124

are of high relevance: !

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

(z) the amonnt of the transactions;
(b the amount of ontstanding balances and-
(i} their terms and conditions, including whether they -

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

(7) details of any guarantees given or received;
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1.5

7.11

7.12

& provistons for doubitful debts related fo the amount of
E= ontstanding balances; and
-
*he expense recognised during the period in respect of bad or
“ubiful debts due from related parties.
~wAng are exanples of transactions that are disclosed if they
are with a related party:
() purchases or sales of goods (finished or unfinished);
()  purchases or sales of property and other assets;
0] rendering or receiving of services;
(d) leases;
{2) transfers of research and development;
] iransfers under licence agreements;
It trangfers under finance arrangements (including loans and
equily contributions in cash or in kind);
(B)  provision of guarantees or collateral; and ,
{2 settlement of liabilities on bebalf of the entity or by the
entity on behalf of another pariy.
21 Disclosures that related party transactions were made on lferms

equivalent o these that prevail in amn’s length transactions are
made ondy if such terms can be substantiated,”

These reporting requi.rer;zents are 1ot mere formalities. They enable concerned
members of any Federal union ot branch to find out whether theit interests are
pethaps being prejudiced by dealings between an official and his intimates, That
matters because the union must be tun for the members, not the officials. Also
mandatoty disclosure - even if delayed until the time the annual financial
statements are published - acts as a fetter upon the conduct of officials. If they
know that related party dealings must and will be disclosed, in a clear and

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

Obviously, all of this is practically useless if disclosuse is entitely lacking, ot

deficient, ot opaque.
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Imaging Partners Online

713 As noted near the outset - see [1.7] above - Williamson disclosed in 2010 that he
was a director of JPO Pty. Ltd. That was done in the Convention Joutnal, not in
the annual accounts. An ASIC search discloses that Michael Williamson of 31
Meagher Avenue, Maroubsa was a director of Imaging Partners Online Limited

between 7 May 2008 and 9 October 2011.

7.14  We asked Mylan whether there were payments by the Union to, or dealings by it
with, any of IPO Pty. Ltd, Imaging Partners Online or Imaging Partners Online
Limited. He replied in the negative. If there were no related party transactions
between the Union and any of these entities,. it must follow that there was

nothing to disclose to members of the Union.

Canme, Banksmeadow, United Edge

715 Diffetent considerations apply to United Edge (Chapter 4), portion of the
Banksmeadow watehouse, and Canme Services (both dealt with in Chaptet 6). In

sumtnary: !

M. Williamson is a director of and shareholder in United Edge Pty.

Limited, a majot supplier of services to HSUeast;

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

Banksmeadow to one of his sons; and

® he must have known of latge payments to Canme Services, his wife’s

business name, between 9 December 2005 and 26 June 2009.

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

Union members?

60



717 Aspointed out at {1.1] above, there is a difference between:

°® the State union, HSUeast;
) the Health Services Union, a Federal union; an_d

® its biggest branch, HSU East Branch.

7.18  We note there is nothing said about any of the matters in [7.15} in the published

accounts of the HSU East Branch. Not do we sﬁggest there had to be, as that
Federal Branch did not have the relevant dealings.

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

2010, this appeared in the notes at p. 18 undet the heading “Relaed Party

Transactions™

“Transactions with related parties are on normal lerms and conditions no
1078 favourable than those available to other parties, unless otherwise stated,

Michael Williamson is a director of United Edge who pm_vi& compuisr and
IT serviees to HSU BEast. During the Jear ended 30 Septemtber 2010
payments to United Edge tofalled $1,225,710 (2009: §1,133,665).

-« There have been no other transactions between the gfficers and the Union
other than those relating to thesr membership of the Union and the

resmbursement by the Union in respect of expenses incurred by them in the
performance of their duties, Such transactions have beey o1 conditions no ware

Javourable than those which it is reasonable 1 expect would have beey
adopted by pariies at arm’s lenpth.”

Nothing was said as to the other matters in [7.15] above, that is to say Canme

Services and the Banksmeadow lease.

720 In the 2010 Convention booklet, this appeated in the teport of the General

Secretary/Treasuter (M. Williamson):

T am the President of the Federal ALP, a nenber of ALP Industrial
Commnaittee, Boxecutive Member of the ACTU, Viee Prosidens of Unions
NSW, Viee President of ALP NSW Branch, Trustee on First Stare
Super, Direcior UB Py, Ltd, Director IPO Poy. Ltd, Member of the
Australia Day Council and Undons NSW Finance Commisitee.”
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7.21

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

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

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

membess generally.

Canme Services

7.22

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

level of the Union President.

Lease to C, Williamson

7.23

7.24

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

should have had the facts and citcumstances disclosed to them.

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

said:

“Transactions with related parties are on normal terms and conditions no
wore favourable than those available to other parties, unless stated.”
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and then nothing about the lease (or Canme Sewvices). C. Williamson was a
related patty as he is a close family member of an individual who was and is in a

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

725 We doubt the accuracy of the statement just quoted. Out conclusion is that the
lease was distinctly favoutable to the lessee.

United Edge

726 In the financial report of HSUeast for the year ended 30 September 2010
submitted to the State authorities this appeated:

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

957  This statement was deficient. Williamson is not just a director of United Edge
Pty. Ltd. As demonstrated in Chapter 4, he is the beneficial owner of one of the
three $1 shates issued - a one third owner of the business. He did not just have
responsibilities as a director of United Edge Pty. Ltd, but stood to profit from
the extensive dealings between that company and the Union. Nothing was said as
to his proprietary interest in United Edge.

728 We obsetve that note 1 to HSUeast's financial report for the year to 30
September 2010 commences in this way:

“The financial report is a general purpose financial report ...”
7.29  Thete has been inadequate disclosute of related pasty transactions by HSUeasst.

We do not contend that this iopvolved a breach of the law, first because there is
doubt 25 to whether State unions are under 2 legal duty of disclosute: see [7.5]
above. In any event it is not our function to reach any such conclusioﬁ. But the
members are sutely entitled to know the natute and extent of related party

fransactions between their union and its officials.
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7.30

We accordingly recommend that the Union resolve, as soon as is practicable, that
the annual accounts of HSUeast be prepared in accotdance with all televant
Australian Accoﬁnting Standards, including but not limited to AASB124. That
should apply to all annual accounts her_a;:eforth. As ;xre understand it, the accounts
to 30 September 2011 have not yet been formally signed off; If that is cortect,

they should be covered by any such tesolution. -
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