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FOREWORD FROM THE CHAIRMAN 
 

The Panel now presents a draft report to the ACTU Officers for consideration by the ACTU Executive, affiliates 

and union members and recommends that the draft Report be publicly released.  

It was an honour to be asked to write this report.   

It is extremely unfortunate that the good name of so many union officers and employees, committed through 

their work to the service of their fellow citizens, has been blemished by the reported greed and 

mismanagement of a few in one or two unions.  Regrettably there has been collective blame. 

The reality of collective blame indicates a need for both individual and collective response by unions.  We hope 

and believe that if, to some extent, we are prescribing strong medicine, the patient - the union movement and 

its reputation - will be the better for taking it.   

Our report needs to be considered in the context of the existing legislative and regulatory framework that 

applies to unions. As we outline in Chapter 3, Australian unions are subject to very extensive statutory 

regulation that is more comprehensive and intrusive into the affairs of organisations than in many overseas 

jurisdictions.  Our recommendations should not be interpreted as suggesting that the matters we raise are not 

already the subject of attention and action by unions – indeed, many of our recommendations come from 

examples of best practice already in place within unions. 

We gratefully acknowledge the help we have had from those unions and individuals who formally and 

informally gave us materials and suggestions drawn from their own practices and experience, only some of 

which, for reasons of space, we have specifically mentioned. 

Our thanks are also due to the ACTU people who so capably and kindly supported us:  

Tim Lyons, ACTU Assistant Secretary 

Cassandra Devine, Research Assistant 

Trevor Clarke Senior, Legal and Industrial officer 

Amy Schwebel, Research Officer 

Rebecca Hughes and Yvette Carmichael, Executive Assistants to the Assistant Secretary. 

The views expressed are of course ours and not necessarily theirs.  Any shortcomings of the Report are entirely 

ours. 

My own thanks and an expression of my respect are due to my fellow Panel members for the valuable 

contribution of their time, energies, experience and wisdom.    
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ABOUT THE INQUIRY 
An Independent Panel on best practice as to union governance was established by resolution of the Australian 

Council of Trades Unions Congress on 16 May 2012.   

The text of the resolution is included here as an Appendix A.  

 

TERMS OF REFERENCE  
The 2012 ACTU Congress resolution establishing the Panel set the task in these terms: 

 

 

Without limiting its work the Panel will consider the experience of national unions and branches in the current 

regulatory environment and existing governance standards and may make recommendations on the following: 

(a.) Comparative good governance standards in the Australian not-for profit / NGO sectors (and where 

relevant corporate Australia) and Global standards of trade union governance; 

(b.) Transparency and accountability in relation to finances (including remuneration) and risk 

management (including the management of conflicts of interest); 

(c.) Financial controls and procedures (including income, membership systems, expenditure, 

procurement, investments & audits); 

(d.) Member contact, complaints handling & grievance / dispute procedures; 

(e.) Appropriate training standards and programs in relation to governance issues for Officer’s 

(including Committee of Management members); and 

(f.) The respective roles for the ACTU, TLCs, National Offices and Branches. 

All affiliates and  union members will be invited to contribute to the Panel’s work. The Panel will provide a 

report to the ACTU Officers for consideration by the ACTU Executive.  The report will be publicly released. 
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ABOUT THE PANEL 
The Panel members were:  

(Chair) Hon. Rod Madgwick QC, Professor Danny Samson, Ms Judith Bornstein, and Mr Graeme Russell. 

 

Prior to his retirement, Rod Madgwick was a long-serving and widely experienced judge, including as a Justice 

of the Federal Court of Australia, appointed there in October 1995. He was based in the Sydney registry of the 

court, and retired in 2008.  Before his judicial life he had been 16 years at the Sydney bar and, before that, 

from 1966-70 was the General Secretary of the Public Service Association of PNG. 

Danny Samson is Professor of Management at the University of Melbourne (since 1988), was Head of the 

Department of Management in the Faculty of Economics and Commerce for three years (2002-4), spent 10 

years as the Professor of Manufacturing Management at the Melbourne Business School, University of 

Melbourne, and is now Director of the Foundation for Sustainable Economic Development at the University of 

Melbourne. He has an honours degree in chemical engineering (UNSW) and a PhD in management from the 

Australian Graduate School of Management. During his academic career he has been a consultant to senior 

executives in most manufacturing industries and in numerous service sector organisations. He has served for 

nine years as a board member of the Transport Accident Commission and has published 100 papers and 10 

books. He has done extensive work on business improvement, major projects and change management, 

advising Government Departments and CEOs of major companies and in numerous industries including 

financial services.  

Judith Bornstein is a lawyer with extensive experience. She is a former Commissioner of the Industrial 

Relations Commission of Victoria and, in 2009, was a part-time member of the Social Security Appeals 

Tribunal. Formerly she was an Industrial Officer, then Branch Secretary, at the Association of Draughting, 

Supervisory and Technical Employees. She was also Organiser for the Victoria Branch of the Federated 

Miscellaneous Workers Union of Australia. Ms Bornstein has a broad knowledge of the construction industry, 

having represented clients before the Royal Commission into the Building and Construction Industry in 2001. 

She has strong experience with workplace relations and the Fair Work Act, having represented clients on 

employment matters before Fair Work Australia and the Federal Court. 

Graeme Russell is the Chief Executive Officer of industry super fund First Super fund. He was previously an 

independent director of JUST Super for 19 years, TISS for two years and Media Super for two years.  Mr 

Russell's previous roles included commercial and business development roles at the University of Melbourne 

and Monash University, and Chief Financial Officer positions with STA Travel and The Melbourne Times.  Mr 

Russell has provided strategic and financial management advice to a range of private and public sector 

organisations, industry groups and trade unions. 

 

The Panel was much assisted in its work by ACTU Assistant Secretary Tim Lyons.  
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EXECUTIVE SUMMARY AND MAIN 

RECOMMENDATIONS 
 

Governance, in this context, is the means by which a union is run, rather than what it does in relation to 

employers or others to protect and advance members’ industrial and social interests.  The means by which a 

union is run are a combination of: 

 structures within the union of the organs which enable members to govern it, such as committees and 

plenary meetings with varying levels and scope of power, and the powers given to particular officers or 

employees 

 the values and culture of those who make and carry out decisions about how the union is to be run 

 the union’s rules and policies for the efficient and effective running of the union,  

 processes, procedures and practices to give effect to those values and policies 

 relationships between these factors and between members and their leaders 

The main emphasis of this report is on governance of unions so as to ensure, so far as possible, the reality and 

abundant appearance that union members’ funds vested in their unions will be vigilantly safeguarded against 

dishonesty, misapplication or inefficient use.   

Key elements of good governance include honesty and integrity, transparency and openness, responsibility 

and accountability.  

It is neither possible nor realistic to ignore some issues of governance that, on their face, may have no 

immediate connection with issues of probity or prudence, including in relation to planning and other matters. 

Good governance is not merely about producing good statements of policy or laying down good procedures.  It 

involves ensuring the continuing existence of a culture and milieu of fidelity and diligence which can assist 

unions to be effective, efficient, responsive, and transparent to members. 

This report needs to be considered in the context of the existing legislative and regulatory framework that 

applies to unions. As we outline in Chapter 4, Australian unions are subject to very extensive regulation by 

statute that is more comprehensive and intrusive on the affairs of organisations than many overseas 

jurisdictions.  Our recommendations should not be interpreted as suggesting that the matters we raise are not 

already, to a substantial degree, the subject of attention and action by unions – indeed, many of our 

recommendations come from examples of best practice already in place within unions. 

Our specific recommendations set out below and our general approach and impressions are summarised here.  

However, the important matters we think should be adopted are more fully discussed in the following 

chapters, and indicated in bold typeface.  This summary is not a substitute for what may be more fully 

expressed or discussed in the body of the report. 
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Recommendation 1: Reaffirmation of appropriate values 

Unions and the ACTU should accept or reaffirm the following general principles: 

 The greatest disinfectant is sunlight.  Appropriate disclosure of practices and policies is likely to do more to 

prevent any malpractice than any amount of punitive sanctions for breach of standards.  

 A combination of full reporting to members of policies, practices and relevant results and as to receipts by 

union operatives, together with clear guidelines to staff as to what is expected, and effective means of 

detecting questionable practices, is likely to prevent and to limit more actually or apparently untoward 

conduct than further swelling the statute books or increasing legal penalties. 

 The need is for targeted regulation of unions and employer-equivalents, appropriate to Australian 

conditions, aimed at real problems and likely to be effective.  To the extent that this can be achieved by 

self-regulation by the union movement and individual unions, there is no case for the legislative imposition 

of further regulatory burdens or cluttering the statute books with further, likely ineffective criminal 

sanctions.  Calls for fully equivalent regulation of unions and companies are at best only seemingly 

attractive and do not withstand analysis.   

 As a practical ethical guide for union officers and employees in uncertain situations, they should use a 

well-tried criterion that might be called the “front page” test.  This involves asking: how would some 

projected action omission or practice look on the front page of a daily paper?  (That is not to say, of 

course, that the only reason for ethical behaviour should be fear of exposure, but that in practice that test 

can be a useful focus for reflection on what is right and prudent). 

 Like all organisations, unions should accept that attending to governance is a continuing process, not a 

one-time event.  Better and fuller perceptions of what best practice is are likely to develop. 

 Accordingly all unions should review (and periodically review on an ongoing basis) their current 

governance structures, policies and procedures to ensure compliance not only with recent legislative 

requirements, but also with best practice principles and suitability for present economic and social 

circumstances.  

 The union movement has a strong collective interest in assisting unions which may need some help in 

meeting such of our suggestions as find favour, and in bringing back to the fold any who might choose to 

follow a less rigorous path. 

 Unions should, where they have not already done so, develop a code (or codes) of conduct or, 

alternatively, explicitly incorporate ethical principles and guidelines into existing policies.to act as an 

aspirational target, a guide and a point of reference for their leaders and staff generally, and an agreed 

standard by which members may judge their leaders’ conduct  
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Recommendation 2: Financial oversight and planning 

Unions have a fiduciary and statutory obligation to ensure members’ funds are expended efficiently and 

effectively in the best interests of those members. As part of having a clear and demonstrated commitment to 

prudent financial management, if they have not already done so unions should: 

(a.) Establish a finance sub-committee of the relevant committee of management or to oversee the 

union’s financial management, accountability and reporting, or otherwise ensure that the 

committee of management does regularly sand fully engage in such oversight;  

(b.) Develop a realistic medium-term financial strategy, and set budgets and evaluate expenditure 

with reference to this strategy; 

(c.) Develop an annual budget, supported by a statement of key assumptions and methodology, 

(which should be the same across each branch or structure of the union) and review it regularly to 

ensure finances are expended consistent with the budget; 

(d.) Produce accurate monthly, quarterly and annual financial reports on a timely basis; 

(e.) Adopt a clear audit plan (with a focus on particular risk areas) and timetable which in the case of 

larger unions may include an internal audit function in addition to an external audit; 

(f.) In order to maintain the independence of auditors, change audit partners and firms in line with 

general audit practice; 

(g.) Ensure that financial policies and procedures are being properly applied and that they are 

regularly reviewed and updated; and 

(h.) Unions should manage the risk of financial mismanagement of subsidiary bodies by applying to 

them, so far as relevant and practicable, all of the recommendations we make as to governance of 

unions and branches themselves. 

 

Recommendation 3: Financial policies and procedures 

Unions should develop a comprehensive documented set of policies and procedures governing the 

management of union funds, and consolidate it into an appropriate policies and procedures manual.  It should 

include policies covering the following matters: 

(a.) How financial decisions are to be made and reported; 

(b.) The production, content, timing and distribution of accurate financial reports to responsible 

officers, relevant committees and members; 

(c.) The levels of authority or delegated authority that governing bodies, committees, officers, and 

staff have in relation to finances; 

(d.) The need to ensure that officers or staff members do not solely authorise expenditure that they 

themselves have personally incurred; 

(e.) The opening, operation and closing of bank accounts (including the circumstances under which a 

bank other than the union’s usual institution may be used); 

(f.) The authorisation, documentation, reporting and accounting of transactions; 

(g.) The establishment, operation and governance of any subsidiary or other entity related to the 

union (including measures to apply, as appropriate, the union’s policies to these bodies); 
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(h.) Major procurements, leases or contracts, including when and how tender processes are required, 

and the review of major costs areas and significant supply and service contracts on an annual 

basis; 

(i.) Basic market testing by seeking at least two quotations for smaller but still substantial purchases; 

(j.) Disclosure of the identity of service providers where such identity is material to a fair 

understanding of the union’s finances; 

(k.) Hospitality and gifts; 

(l.) The issuance and use of, and accountability for, credit cards (see Recommendation 6); 

(m.) Employment and remuneration of officers and staff (see Recommendation 7); and 

(n.) The disclosure and management of conflicts of interest (see Recommendation 8). 

 

Recommendation 4: Implementation of policies and procedures 

In order to ensure that governance policies and procedures are implemented and enforced, unions should: 

(a.) Engage suitably qualified and / or trained persons to perform the union’s finance functions; 

(b.) Ensure that all relevant policies and procedures are made available to officers and staff and that 

appropriate training (including an induction process) is offered to ensure they understand the 

union’s financial policies and procedures and their own responsibilities; and 

(c.) Acquire and implement high-quality systems for membership records, financial management and 

reporting against budgets, which should ideally be used consistently across all branches or sections 

of the unions, and ensure users of the systems are properly trained. 

 

Recommendation 5: Reporting and transparency to members 

To appropriately provide for reporting and accountability to members, unions should: 

(a.) Ensure that financial reporting to members is produced in a readily understandable style so as to 

clearly communicate the union's financial results and position to members; 

(b.) Have a simple process in place for members to ask questions and receive answers to questions 

about the union's finances (including of the relevant finance committee or governing body);  

(c.) Establish an effective mechanism for members to seek copies of financial information, policies and 

procedures and ensure members are aware that they can access these documents on request;  

(d.) Place copies of their governance policies on their website (where appropriate) and/or ensure 

members are aware that they can access these documents on request; and 

(e.) Provide further information on the implementation of their governance standards in their annual 

report, and make this readily available to members.  
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Recommendation 6: Credit cards 

Unions should have clearly documented policies and procedures governing the issuance and use of credit 

cards including the use, accountability for, reporting, audit and cancellation of credit cards.  The policy should 

also: 

(a.) Set out the circumstances whereby officers and staff are entitled to a credit card; 

(b.) Define the valid union purposes for which they may be used; 

(c.) Define the purposes (including personal expenditure) for which they cannot be used; 

(d.) Set a procedure for reporting unauthorised or prohibited transactions; 

(e.) Set a procedure to ensure that payment of a credit card invoice is approved or co-approved by an 

officer other than the card holder;  

(f.) Mandate reporting of credit card usage and payments to the finance committee or committee of 

management; and 

(g.) Provide for periodic review of a sample of union credit card invoices and payments (for instance by 

inclusion in the external audit plan). 

 

Recommendation 7: Employment and remuneration 

Unions should have employment and remuneration policies which: 

(a.) Set out which governing bodies, committees or officers have the authority to set the terms and 

conditions for each elected and appointed position in the union and the authority to hire 

personnel into appointed positions; 

(b.) Set out any relevant philosophy and the method for fixing the remuneration for all paid officers 

and employees and any policy adopted in relation to officers;  

(c.) Define remuneration as including all types of benefits that an officer or employee derives from his 

/her position with the union; 

(d.) Provide for the disclosure to members of the remuneration for all elected officers, including all 

monetary and non-monetary remuneration, and including remuneration derived from any ex-

officio positions, such as Board appointments, or other outside employment; 

(e.) State whether and in what circumstances such officers may engage in external roles and/or 

outside work of any kind, and whether and to what extent there should be an abatement of union 

pay or other financial adjustment between the officer and the union, as to remuneration for the 

external involvement; 

(f.) Disclose the pay and classifications scale against which all union employees are remunerated (for 

example by reference to the relevant enterprise agreement), and any exceptions to the 

application of this scale; and 

(g.) Establish and maintain formal job descriptions for all staff, linked to the union’s overall objectives 

and strategies.  
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Recommendation 8: Conflicts of interest  

Unions should adopt a comprehensive policy dealing with any actual or potential conflicts of interest, and the 

management of conflicts of interest by disclosure, control and avoidance. The policy should: 

(a.) Provide that where an actual or potential conflict of interest arises, this should be disclosed to the 

union as soon as possible and to members as part of the union’s regular annual report;  

(b.) Provide that officers and employees who have decision-making roles and responsibilities be 

required to disclose all material personal interests which might reasonably be seen as capable of 

raising a conflict of interest;   

(c.) Ensure that there is a regular opportunity at meetings for the disclosure of conflicts of interest, 

and that this forms part of a workplace policy that is made available to all staff;  

(d.) Maintain a register of material interests (including those of relatives of officers and decision-

making employees) and update this on a regular basis (for example, by reviewing it at each 

meeting of the management committee), to include any changes arising from disclosure; the 

register should be available for inspection by members on written request; 

(e.) Provide (and if need be, alter any inconsistent rules of the union accordingly) that persons with a 

conflict or potential conflict absent themselves from any discussion or vote concerning the matter 

in question.  There will be some narrow exceptions from this, where such a provision would be 

manifestly impracticable - for example fixing a committee’s own remuneration, in which case the 

committee should seek appropriate independent advice, or where the law requires a governing 

body to make decisions, such as in connection with elections that might necessarily affect that 

body’s members) ; 

(f.) Provide that an officer or an employee who has decision-making roles and responsibilities should 

not participate in any decisions concerning the employment or engagement of a related party 

(such as a family member); and 

(g.) Ensure that service providers engaged by a union or branch should be required to declare, during a 

tender process, at the beginning of the service relationship and throughout the contracted period, 

any actual or potential conflicts of interest that exist or arise. 

 

Recommendation 9: Members’ oversight, queries and grievances  

Members with questions about the union’s finances should be encouraged to raise these with the finance 

committee, and if not satisfied with the responses (or if no finance committee has been established), with the 

governing body. 

In order to ensure that there are effective procedures for individual members to raise queries and complaints, 

unions should: 

(a.) Have in place a well-advertised process to deal with instances where members are unhappy about 

the way a complaint or grievance has been handled; 

(b.) Ensure that there is an effective appeals process, to the appropriate governing body of the union, 

and consider whether there should also be an independent review panel as a final avenue for 

redress;  
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(c.) Consider including alleged breaches of the union’s policies and the ability to make 

recommendations regarding changes to union policies or procedures  in the remit of any review 

panel; 

(d.) Consider inviting the ACTU to nominate potential candidates for the review panel. 

 

Recommendation 10: Broader aspects of good governance 

Unions should recognise that strategic planning, the development of strategies and accountability are 

important aspects, and accordingly unions should: 

(a.) Have a statement of purpose for the organisation that is realistic and reflects current 

circumstances and achievable aims;  

(b.) Define and plan the operations of the union, including its staff, assets, facilities, and financial 

reserves; 

(c.) Establish a set of implementable strategies for achieving the statement of purpose of the 

organisation, formulated by senior leaders in consultation with staff and union members;  

(d.) Develop a statement of objectives clearly linked to each strategy that enables the union to 

measure and specify the intended outcomes; 

(e.) Establish internal reporting mechanisms and benchmarks for reporting against the objectives; and 

(f.) Report to governing bodies and members in relation to the implementation of the plan. 

 

Recommendation 11: Training standards and programs  

The Fair Work (Registered Organisations) Act, as amended, will now require that each officer with financial 

duties undertake relevant training in relation to those duties. In addition, unions should ensure that officers, 

committee members, and staff receive training appropriate to their level of responsibility. As appropriate to 

the nature of their role, this training should cover a broader curriculum than the minimum required by 

legislation, including information on: 

(a.) Democracy within unions; 

(b.) Leadership roles and development; 

(c.) Planning and accountability; 

(d.) Staffing policies and management – recruitment, induction, job descriptions, development, 

performance management etc.; 

(e.) Grievance handling; and 

(f.) Standards of behaviour and conduct, including in relation to financial matters..  
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Recommendation 12: Development of best practice materials 

In consultation with affiliates, the ACTU should develop (including with the assistance of appropriate third 

parties) and distribute the following materials as a template for unions to adopt or adapt to their 

organisational needs: 

(a.) Example codes of conduct for union staff, committee members and officers; 

(b.) A best practice governance and financial management handbook; 

(c.) Example policies and procedures as recommended above;  

(d.) Model rules for affiliates to incorporate into their rules. 

(e.) Training materials on governance matters. (The ACTU should also provide further training on union 

governance to affiliates, including online training modules where appropriate.) 

 

Recommendation 13: Other aspects of implementation  

The ACTU should establish the following mechanisms to deal with the matters raised in this report: 

(a.) An implementation committee to guide its response to these recommendations and to assist in 

consultation with affiliates and TLCs; 

(b.) A governance advisory panel consisting of well-respected and knowledgeable people with 

experience in relation to registered organisations, accounting and other relevant fields; 

(c.) An in-house capacity to provide confidential guidance on governance matters and strategic 

planning; and/or 

(d.) An appropriate regular forum to discuss union governance issues. 
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Chapter 1. The Panel’s General Approach & Impressions.  
 

The general picture, despite recent publicity about alleged events in the Health Services Union, is that 

Australian unions are honestly run. 

It is generally agreed that nearly all union officers/employees are honest and behave appropriately in their 

stewardship of union funds. Opposition Senators on the Education, Employment and Workplace Relations 

Committee reviewing the then proposed amendments to the Fair Work (Registered Organisations) Act 

acknowledged in the Committee’s June 2012 report that the “overwhelming majority of registered 

organisations already do the right thing.” 1 

 Often union officers are very modestly paid considering the demands of the work and their talents.  Many 

could earn far more in other fields (which they sometimes go on to do).  Some examples of the salaries for 

important union positions are reported in Chapter 8. 

Australian unions are and have been legally regulated to a much greater degree than in virtually any other 

comparable country.  Elsewhere, especially in Western Europe and regions influenced by mainland European 

ideas, principles of non-interference by the state in free, private, non-trading associations (and ILO support for 

those principles) have been more influential than here.  

Universal perfection is not, however achievable as to unions any more than it is in relation to any other 

institution: private and public companies, parliaments, religious bodies, government departments and clubs, 

to instance a few, have all had to cope with instances of financial impropriety. In relation to matters of probity 

and allied misuse of power, human frailty appears not to be completely ineradicable. There are limits to what 

any laws and institutional arrangements can achieve. But misfeasance and questionable conduct can and 

should be effectively limited, and occurrences should be effectively dealt with. 

Compared to other institutions such as those mentioned, there has historically been relatively little scandal or 

concern involving the financial probity of union officers. There was an instance of alleged large scale 

defalcation by a senior branch officer and another official in the mid-1990s, concerning funds collected from 

some employers and paid to an entity bearing the union’s name. The main historical problem seems to have 

been occasional relatively small-scale embezzlement, such as is often found in employment situations in many 

areas of society, often associated with a gambling problem. Hubristic or “master of the universe” type greed 

has been much rarer.  Dishonesty aside, the rigour of financial management historically varied from the 

impeccable to the less formal or, in the occasional case, unduly relaxed.  Generally speaking, most unions have 

had adequate financial controls by the standards of the day. 

 However a different picture, and one that is misleading and very damaging as to unions and union officers 

generally, has been presented to the world by the scandal concerning the Health Services Union East Branch 

                                                           

 

1
 The Senate Education, Employment and Workplace Relations Committee, Fair Work (Registered Organisations) Amendment Bill 2012 

[Provisions],Canberra, June 2012, p 24. 
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(and/or the State-registered counterpart of that branch). This affair has involved allegations of, among other 

things: 

 Unauthorised use of credit cards for private purposes, some lurid 

 Kickbacks from a supplier of services to the union 

 Unusually large salaries for a small number of officers 

 Employment of relatives of an officer on seemingly favourable terms 

 Unauthorised use of union funds for the personal political campaign of a just-retired officer 

 Marked deficiencies in common, prudential financial controls including in relation to large 

expenditures 

The massive attendant publicity and political imbroglio did immense harm to the reputation of unions 

generally. The revelations and allegations evidently shocked the union movement and its collective leadership. 

The ACTU acted decisively. It forthrightly condemned the conduct alleged, suspended the relevant HSU Branch 

and established this Panel. 

The federal government and Parliament also acted strongly to impose additional prudential regulatory 

requirements on unions and employer organisations by legislation.  The ACTU and most employer 

organisations supported those legislative changes. 

Other suggestions for further change concerning union governance have been made in various quarters (with 

varying degrees of knowledge of current realities). These include: 

 Breaches of legal regulatory requirements by unions should be criminalised. It is said that unions 

should be placed on all fours with trading corporations as to their legal financial regulation. 

 Actual and effective opportunities should be increased for the rectification of members’ intra-union 

grievances, and for their democratic participation and control 

 Unions should be encouraged to make more general use, so far as practicable, of established concepts 

of the management of organisations, eg strategic planning, clear delineation of the roles and authority 

of union officers and staff, planned renewal and turnover of personnel 

 Increased gender and ethnic diversity should be fostered in unions to break up networks of ‘old mates’ 

among men of Anglo-Irish descent in unions 

The Panel has adopted the following general principles in preparing this report. 

 We have tried to produce a helpful, practical document that will assist the unions, their members and 

potential members, and the ACTU. We have not set out to write a treatise on the governance of 

organisations generally nor on financial management. We hope this report will practically help all 

concerned to decide how to proceed after the HSU affair. 

 We have not adopted any minimalist interpretation of our terms of reference.  It is clear that many 

matters to do with the governance of unions, themselves having no direct connection with impropriety 
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or questionable conduct to do with union funds, might contribute to risky situations. Temptation, 

honest but mistaken conflation of personal prerogative with the union’s good, or traditional practices 

that have gone unexamined for potential conflict of interest all contain the seeds of trouble and need 

to be checked. We have, therefore, boldly sought in our recommendations to address some of the 

potentially contributory factors that may lead to a setting in which less than desirable behaviour may 

occur. This is an opportunity for the union movement to reconnect with members and potential 

members and to avert potential problems and criticisms. 

 So far as is practicable and realistic, we have sought to respect the principles of freedom of 

association. As a general rule freely associated people should, subject to the law, freely determine the 

governance structures and practices of their own association. As indicated, legislative inroads into that 

principle by way of regulation of unions at Commonwealth level and in some but not all states have 

come very far in Australia, much further than in most other comparable countries. The regulatory 

burden is already high and we have not wished to add to it by unnecessarily suggesting more 

regulation, albeit informal. Nevertheless, we are asked to suggest best practice and we have not 

shrunk from that even if some suggestions may at first sight, in the light of some historical Australian 

practices, seem onerous or presumptuous. 

 Likewise, so far as practicable, we have tried to eschew a one size fits all approach. Such differentiating 

features as the size, structures, membership characteristics, industrial and political philosophies of 

unions, plus the sheer impossibility of learning of all past examples and situations of concern (let alone 

foreseeing all potential situations) are such that devolution of fine-grained decision-making to 

individual unions within a sound prudential set of principles is our generally preferred approach. 

 We subscribe to the view that the greatest disinfectant is sunlight. Appropriate disclosure of 

practices and policies is likely to do more to prevent any malpractice than shiploads of punitive 

sanctions for breach of standards. Where people are moved to embark on actual, deliberate 

dishonesty, fear of the already applicable criminal law as to fraud or of the many civil proscriptions will 

not reliably hold them back. They generally believe they will not be caught. Bathurst CJ, the Chief 

Justice of NSW, recently lent his authority to what criminologists have said for decades: in practice, 

laws providing for imprisonment and imprisonment itself often do not work as a general deterrent. 

The high likelihood of being caught does. (See SMH 2 August 2012). 2 

 Where arrogance, conscious or unconscious, might give rise to practices such as those alleged against 

the former HSU officers, or where inadequate oversighting might permit unconscious self-interest to 

prevail against the interests of the union and its members, a combination of full reporting to 

members of policies, practices and relevant results and as to receipts by and remuneration of union 

officers and staff, together with clear guidelines to staff as to what is expected, and effective means 

                                                           

 

2
 Sydney Morning Herald, 2 August 2012. Available at: http://www.smh.com.au/nsw/long-jail-terms-are-no-deterrent--chief-judge-

20120801-23fmw.html   

http://www.smh.com.au/nsw/long-jail-terms-are-no-deterrent--chief-judge-20120801-23fmw.html
http://www.smh.com.au/nsw/long-jail-terms-are-no-deterrent--chief-judge-20120801-23fmw.html
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of detecting questionable practices, is likely to prevent and to limit more actually or apparently 

untoward conduct than further swelling the statute books or increasing legal penalties. 

 As a practical ethical guide for union officers and employees, we endorse a well-known rule that 

might be called the “front page” test. This involves asking oneself: how would some projected action 

omission or practice look on the front page of a daily paper?   That is not to say, of course, that the 

only reason for ethical behaviour should be fear of exposure, but that in practice that test can be a 

useful focus for reflection on what really is right and prudent. 

 The HSU affair illustrates only too clearly the harm that inadequate governance in one union may do, 

not only to that union but to unions and the cause of unionism generally. The union movement 

collectively felt obliged to take steps through the ACTU to try to remedy the damage. In our view the 

union movement has a similar collective interest in assisting unions which may need some help in 

meeting such of our suggestions as find favour with the ACTU (that is: with unions generally). To that 

end we make various suggestions for facilitation by the ACTU of its affiliates’ progress towards higher 

standards, and discouraging any recalcitrance. 



   

   

  [16] 

Chapter 2. What is “Governance”? Beyond Compliance 

and narrow focus  
“Governance” tends to mean many things to many people.  There is much literature on it. The UK Chartered 

Institute of Internal Auditors, a profession practically involved on a daily basis with questions recognised as 

concerning the governance of organisations, has observed that “there is no universally accepted definition of 

corporate governance [using that term in its widest sense and applying  it to all types of organisation in the 

private and public sectors.” 3 

Further,  

Ideas and opinions about corporate governance are constantly developing, making it difficult to 

describe what it is and explain how it works. Inevitably, major disruption to the business and economic 

environment escalates the pace of change and right now there is a great deal going on [Ed - as there 

has been, we observe, in relation to Australian unions post-HSU].  

Using characteristics from the private and public sectors we have created a generic list of bullet points 

that describe good corporate governance. No doubt this will continue to change as we go forward. 

 

The tables not only show us that governance is about direction, structure, process and control, it is also 

about the behaviour of the people who own and represent the organisation and the relationship that 

the organisation has with society. Key elements of good corporate governance therefore include 

honesty and integrity, transparency and openness, responsibility and accountability. Many people 

believe that organisations have a moral duty to stakeholders: employees, local communities, customers 

as well shareholders and institutional investors. [Emphasis Added] 

 

See http://www.iia.org.uk/en/Knowledge_Centre/Resource_Library/corporate-governance.cfm) 

The tables referred to are set out below. 

  

                                                           

 

3
 Chartered Institute of Internal Auditors, Corporate governance, webpage, available at: 

http://xtra.iia.org.uk/en/Knowledge_Centre/Resource_Library/corporate-governance.cfm  

http://www.iia.org.uk/en/Knowledge_Centre/Resource_Library/corporate-governance.cfm
http://xtra.iia.org.uk/en/Knowledge_Centre/Resource_Library/corporate-governance.cfm
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The OECD Principles of Corporate 
Governance 

Good Governance Standard for 
Public Services 6 core principles of 
good governance 

Generic Principles of Good 
Governance 

Protect and facilitate the exercise 
of shareholders’ rights  

Ensure strategic guidance of the 
company, the effective monitoring 
of management by the board 

Timely and accurate disclosure is 
made on all material matters 

Recognise the rights of 
stakeholders and encourage active 
co-operation 

Equitable treatment of all 
shareholders 

Promote transparent and efficient 
markets, be consistent with the 
rule of law 

Promote values for the whole 
organisation and demonstrate 
good governance through 
behaviour 

Focus on the  organisation’s 
purpose and on outcomes for 
citizens and service users 

Take informed transparent 
decisions and manage risks 

Engage with stakeholders and 
make accountability real 

Develop the capacity and 
capability of the governing body to 
be effective 

Perform effectively in clearly 
defined functions and roles 

Develop the capacity and 
effectiveness of the governing 
body 

Agree and promote values 

Engage with shareholders and 
stakeholders  

Be fair and impartial 

Protect peoples’ rights 

Behave ethically 

Set strategic purpose and 
outcomes 

Identify and manage risk 

Make informed and transparent 
decisions 

Monitor performance 

Disclose everything so that 
accountability is effective 

Comply with the law 

Define roles and responsibilities  

 

Hon. Michael Moore, the Court-appointed administrator of the HSU, offered the following explanation in the 

governance policy he recently promulgated for that union: 

“Governance is the way the Union is managed and the way authority is exercised and controlled. It 

influences how the priorities of the Union are set and achieved, how financial and reputational risk is 

monitored and assessed, and how performance is improved and managed”. 4 

Trying to deal with the matter practically, in the present context we think that,  governance may be taken to 

refer to the means by which a union is run, rather than what it does in relation to employers or others to 

protect and advance members’ interests.  The means by which a union is run are a combination of  

 structures within the union of the organs which govern it, such as committees and plenary meetings 

with varying levels and scope of power, and the powers given to particular officers or employees,  

 policies for the efficient and effective running of the union,  

 processes and procedures to give effect to those policies 

                                                           

 

4
 The Hon. M Moore, Governance principles, unpublished document, 2012. These governance principles were subsequently adopted by 

the HSU East and HSU NSW branches. Available at:  http://www.hsueast.com/uploads/Files/Policies/Governance.pdf 

http://www.hsueast.com/uploads/Files/Policies/Governance.pdf
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 the practices,  values and culture of those who make and carry out decisions about how the union is to 

be run 

 relationships between these factors and between members and their leaders. 

The present context is the union movement’s evident concern that the governance in that sense of unions 

will, so far as possible, ensure the reality and abundant appearance that union members’ funds vested in 

their unions will be vigilantly safeguarded against dishonesty, misapplication or inefficient use.  A moment’s 

reflection will indicate that that aim is put at risk unless all the aspects of such governance are such as to 

minimise temptation, maximise proper scrutiny by those with a legitimate interest in it, and conduce to 

efficient and proper use of such funds.  It is accordingly not possible or realistic to ignore some issues of 

governance that, on their face, may have no immediate connection with issues of probity or prudence. 

Governance standards and practices in unions or a particular union may be mandated by external imposition, 

through legal prescription by statutes or court orders, or self-direction by the union itself.  Legal requirements 

imposed by parliament or courts are essentially about minimum standards tolerable to the public conscience. 

It is evident that by its emphasis on ‘best practice’, the ACTU wishes to do better than this: to embark on self-

direction, self-regulation, by unions themselves that will not merely meet legislatively and publicly tolerable 

standards but produce standards and practices as robust and good as those to be found anywhere.  

We have thought it appropriate not to assume that the recent legislative changes made by federal parliament 

necessarily guarantee best practice as distinct from good practice, but our view is that there is no case for such 

additional standards and practices as we recommend to be the subject of external legal prescription.   

Good governance is not merely about producing good statements of policy or laying down good procedures.  

It involves the inculcation or confirmation of a culture and milieu of fidelity and diligence which can assist 

unions to become or remain efficient, responsive, transparent to members and effective in their 

functioning. 

We have also ventured some necessarily short distance into broader issues of union governance that have a 

real but indirect relation to questions of financial probity, prudence and efficiency. 
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Chapter 3. Australian Unions – Characteristics and 

Historical Aspects  
Unions are membership-based organisations that campaign for the rights of their members in their own 

employment and as working people generally.   Unions have a particular character.  They are not merely 

service providers or special interest groups.  Rather, they comprise a broad, collective movement rooted in the 

historical struggle for workers’ rights and improved social conditions.  Unions have an important role to play in 

advocating political and social change to benefit members and employees generally. They are legally required 

to be structured and organised so as to provide their members with the opportunity for participation in 

democratic processes and a collective decision-making role. 

The ACTU is the peak union body representing nearly two million working Australians and their families, along 

with its 47 affiliates.  Each affiliate has its own historical legacy and democratic structures intended to be run 

by rank and file workers at various levels of the union. The union movement’s strength comes from its 

members. Therefore, it is vital that members have full confidence in their union to manage their money 

properly and meet the highest level of financial and governance standards 

Australian unions are extremely diverse, and it is not possible to identify one union that serves as any kind of 

appropriate representative example.  In the mid-1980’s, before the union amalgamation process driven by the 

ACTU, there were more than 300 unions in Australia5.  Today ACTU affiliates range in size from large national 

unions with around 200,000 members to small occupational unions with a few hundred members.  There is 

also significant variation in the make-up and structure of unions.  Some larger unions are structured on an 

industry basis, while other small and large unions operate on occupational lines. Some unions also feature 

divisional structures which tend to reflect the coverage of disparate unions that entered into an 

amalgamation. 

Many unions retain a strong federal structure (originally driven by the broad coverage of State industrial 

systems) that vests significant control over industrial and administrative matters with State Branches. With the 

exception of small unions, the vast majority of unions retain a State branch structure, with the size of branches 

varying from around fifty thousand members in the largest branches to a few hundred in the small ones.   

While a large branch will have very significant resources (including elected and salaried staff), it is common for 

very small branches to have only a single salaried officer and minimal staff. 

The same regulatory regime applies to all unions and branches although different issues (and risks) are likely to 

exist depending on the size structure and operations of the unions. It is also likely that some reporting and 

regulatory mechanisms which can be comfortably complied with by a large body would be a very significant 

burden to a small under-resourced Branch. 

                                                           

 

5
 ABS, Trade Union Statistics, Cat No. 6323.0 
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Some historical legacies 

 Unions have a long history in Australian society.  In the early 19th century, workers began to organise 

themselves into craft unions. Over succeeding generations, unions successfully campaigned for a number of 

important workers’ rights, including the introduction of the eight-hour working day, annual leave, equal pay, 

and occupational health and safety.  From the outset of Commonwealth regulation of industrial relations, 

begun soon after the States federated to form the Commonwealth at the start of the 20th century, federally 

registered unions were closely regulated by law.  They accepted this because registration gave them valuable 

admission to the system of compulsory conciliation and arbitration of industrial disputes not confined to one 

state.  Various structural changes to the Australian work force occurred in the 1980s and 1990s that led, 

among other things, to the atomisation of a number of industries. There has been a decline in union 

membership over the past several decades. 

In response to this decline and to avoid unproductive disputes between unions, in the 1990s many unions 

amalgamated. In addition, the union movement adopted an organising approach to actively recruit new 

members.  The structures now in place in many unions, particularly larger unions, are primarily the result of 

the union rationalisation policies espoused by the ACTU and government during the late 1980s and through 

the 1990s.   

These policies aimed to ultimately secure symmetry between award/agreement coverage and union coverage, 

such that only one union (or no more than a few) would negotiate any particular award.   Efforts were made to 

bring existing unions with overlapping industry or occupational coverage together so as to reduce the number 

of unions within each industry, reduce the scope for inter-union competition and facilitate an organising focus 

into new enterprises. 

Union structures 

Contemporary union structures also reflect the commitment of the labour movement and the legislative 

mandate that unions should be controlled by and accountable to their members.   

Good governance requires more than disparate voices of equal weight pursuing a collective interest free of 

any structure.  Unions have adopted a variety of representative democracy models aimed at ensuring the 

accountability of union leaders to their members.   The ways in which that objective is given effect differ 

between unions; however there are some common themes.  The most obvious is that unions tend to reserve 

particular functions to collective bodies while giving other responsibilities to elected officers that hold a 

particular office specified within the union rules.  In many cases there is an overlap of functions as between 

those named officers and the collective bodies, to ensure that the union can continue to function effectively 

between meetings of those collective bodies. 

The implementation of union rationalisation is now evident in the rules of larger unions, which may preserve, 

to varying extents, the functional autonomy of the constituent parts that formed the amalgamated body.  This 

can result in a complex structure. In one union, for example there are governing bodies at a national level, but 

their powers are largely restricted to matters affecting more than one of its constituent divisions, being the 

occupationally based divisions.  Each of those divisions has a central governing body as well as geographically 
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based branches, each branch having its own governing body.   Each governing body, be it at a branch, 

divisional or national level, is comprised of elected officers 

A different approach adopted in some amalgamated unions is to structure the union largely geographically.  In 

this model, the occupationally based ‘roots’ of the union exist as divisions in each of those geographical 

branches, such that the branches themselves encompass a number of divisions.   

In some unions, including many smaller unions, the structure is often less complex, with branches being 

generally state based, and no intermediate structures between those branches and the national governing 

bodies.  Occasionally smaller unions that have geographic branches have industry or occupationally based sub-

branches or divisions, or at least have rules that facilitate the creation of such sub-branches or divisions by the 

Branch Committee of Management.   

Perhaps the least complicated structures are found are in the few remaining unions narrowly occupationally 

based, where there is little need to differentiate the interests of members by establishing large numbers of 

specialist divisions.   In such cases, the branch structure is generally geographic but may be supplemented with 

divisions, specialist branches or less formal structures representing persons employed by a particular large 

employer or sector. 

Roles and functions of intra-union bodies 

Generally a union can be thought of as comprised of organisational units each of which will have a 

management structure and key personnel.   Each organisational unit is likely to have two or possibly three 

levels of governance and will ultimately be answerable to a meeting or plebiscite of its members called in the 

manner that the rules provide for. 

 The top layer is commonly referred to as the ‘conference’, ’committee’ or ‘council’ (e.g. National Conference, 

National Committee, National Council).   This layer will be comprised of delegates elected by each of that 

organisational unit's constituent parts.   The rules will provide for it to meet with a particular frequency (e.g. 

annually) unless a “special” meeting is demanded in accordance with the rules at a lesser interval.  The 

minimum interval between meetings is generally a guide to whether it will be a two or or three level structure.    

In a two level structure, the functions of the committee or conference are carried between meetings by an 

executive constituted by named officeholders (e.g. Treasurer, President, and Secretary).   In a three level 

structure, there is an intermediary body between the council/conference and the executive.  This body would 

meet more regularly than or in alternate years to the conference or council that sits above it, and the 

minimum frequency of meetings  would again be stipulated in the rules along with a process by which 

members can compel meetings to be held.    

In a three level structure, often this intermediate body is referred to as the council and the upper level is 

referred to as the conference.  Under most union rules, at all levels it is the Secretary (be it a Branch Secretary, 

Divisional Secretary or National Secretary) who is responsible for the affairs of the organisational unit between 

meetings of any of the governing bodies. 
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Chapter 4. The Existing Legislative and Regulatory 

Framework  
Over the past century, unions and employer associations have come to be mainly organisations registered 

under Commonwealth legislation. From 1904, unions were regulated by the Conciliation and Arbitration Act 

1904 (Cth) (the CA Act). Under the CA Act, any association with at least 100 members was permitted to 

register as a representative body.  For a union to be able to participate in the Commonwealth industrial 

relations system, it had to be registered with the (then) Conciliation and Arbitration Court and provide the 

Court with the objects and purposes of its organisation.  As the system developed, registration afforded 

certain rights to unions including rights to represent particular categories of workers, rights to undertake 

industrial action, the right to enter an employer’s premises, and the ability to appear before the Court. Unions 

accepted a high level of regulation in exchange for such representational rights. 6   For many reasons the 

Commonwealth industrial relations system has largely come to supplant state systems. 

Unions have also had some history of collective self-regulation, with the ACTU appointed to investigate 

allegations of union election malpractice in some unions in 1948. 7 

The requirement for registration as an organisation has continued under legislation governing the Australian 

Conciliation and Arbitration Commission, the Australian Industrial Relations Commission and, now, the body 

called the Fair Work Commission (formerly Fair Work Australia). Since 2009, the registration system has been 

prescribed by the Fair Work (Registered Organisations) Act 2009. 

The CA Act has been subject to a number of reforms over the years that further regulated the conduct of union 

elections and gave the Commonwealth powers to investigate internal union affairs. 

The early requirements under the CA Act to keep financial records and to have accounts audited have been 

progressively amended in both form and substance.   Outside of irregularities associated with union elections, 

the power of the Industrial Registrar to inquire into and exercise investigative powers in respect of financial 

irregularities was inserted into the CA Act in the 1980s and retained and built upon in the replacement 

Industrial Relations Act 1998.  

It was retained in the Workplace Relations Act 1996 until 2002 when the Workplace Relations (Registration 

and Accountability of Organisations) Act was passed.   That Act led to significantly revised and expanded 

requirements relating to: maintain accounting records; prepare annual accounts and reports in accordance 

with particular accounting standards; make financial information available to the members upon request; 

appoint licensed auditors; provide audited accounts to members, lodged with the Industrial Registry; and 

notify the Registry of loans, grants or donations exceeding $1000. A suite of general duties for officers and 

                                                           

 

6
 A Forsyth, ‘Trade Union Regulation and the Accountability of Union Office-Holders: Examining the Corporate Model’, in Australian 

Journal of Labour Law, Vol.13, 2000, pp.28-49. 
7
 L S. Merrifield ‘Regulation of union elections in Australia’, in Industrial and Labor Relations Review, 1957, vol. 10, issue 2, pages 252-

269 
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employees was also introduced in respect of the financial management of unions.  Regulatory breaches could 

result in the imposition of fines, or in extreme circumstances, in deregistration.   The 2002 reforms were 

clearly heavily based on regulatory concepts that applied to corporations.  They remain the basis of  law that 

currently applies – the Fair Work (Registered Organisations) Act 2009 (the ‘FW(RO) Act’). 

That Act regulates union governance and outlines comprehensive reporting requirements.   Such regulation 

and requirements are in a number of instances more comprehensive and far-reaching than in the case of 

companies. These requirements amount to a legislative scheme that supports the operation of well-governed, 

accountable, democratic and effective registered organisations, and trade unions in particular.  The union 

movement supports this scheme. 

Even a brief summary of the FW(RO) Act indicates a far-reaching suite of existing legislation regulating union 

governance.  

In particular, registered organisations are required to have rules that meet minimum requirements relating to: 

 the formation of the organisation and its eligible membership;  

 the powers and duties of elected officers, committees and branches;  

 meetings;  

 audits;  

 elections; and 

 financial oversight.  

Union rules must provide for the management and control of union funds. The rules may also deal with 

conduct of officers and employees; the removal of an elected officer where the person has been found guilty 

of misappropriation of funds, a substantial breach of the rules of the organisation, or a gross misbehaviour or 

gross neglect of duty.  

We note that the copies of the Rules and all financial and other returns of unions are freely available to any 

member of the public on the Fair Work Commission website.  

Where the minimum requirements for union rules are not met, unions can be obligated to amend their rules, 

or have them amended by the Fair Work Commission. Copies of the Rules and all financial and other returns of 

unions are freely available to any member of the public on the Fair Work Commission website.  

Unions are required to provide annual returns to the Fair Work Commission.8 The annual report must disclose 

any loan, grant or donation of over $1,000 made during the previous financial year. There are also 

requirements for each branch of a union to keep accurate financial records; prepare financial and operating 

                                                           

 

8
 The annual returns must include the following: a declaration by the secretary of the organisation (or other prescribed officer) that the 

organisation’s register of members has been kept and maintained as required by the Act; a list of the offices and office holders in the 
organisation and each branch thereof; a list of the names of the branches, and the addresses of their offices; the address of the 
organisation; the name of each branch that commenced operation or ceased operation in the previous 12 months; a list of the 
elections that are due to be held in the year in the organisation and its branches; and a record of the number of members. 
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reports; submit to regular auditing; and to present these reports at an annual general meeting and make them 

available to members. 

The General Manager of the Fair Work Commission has powers to initiate investigations in response to any 

discrepancies in these reports, and can compel union staff and officers to provide them with documents and 

other information. 

The Federal Court can intervene to reconstitute the rules of a registered organisation and to call for new 

elections of union officers if the organisation has ceased to function effectively. In addition, individuals can be 

disqualified from office if they are convicted of any offence involving fraud or violence. In extreme cases, both 

the Fair Work Commission and the Federal Court have powers to deregister an organisation in cases of 

mismanagement or non-compliance with industrial orders. 

Commonwealth legislation is complemented by state legislation in NSW, Queensland, Western Australia, 

South Australia, and Tasmania. Like the Commonwealth legislation, there are comprehensive requirements in 

relation to union rules in New South Wales and Queensland. To a lesser extent there are requirements in 

Western Australia, South Australia and Tasmania. Annual reports are required in all the states except 

Tasmania. Similarly, penalties and prohibitions against particular conduct are in place in all states but 

Tasmania. The list of offences is larger in New South Wales and Queensland. All states give a public agency an 

investigative function, although only in New South Wales, following recent amendments, does it hold 

reconstitution powers.   Disqualifications from office provisions are included in the New South Wales, 

Queensland and Western Australian legislation. Deregistration powers are included in the legislation of all 

states except Tasmania.  

Fair Work (Registered Organisations) Amendment Act 2012  

Following the initiation of investigations by Fair Work Australia into the Health Services Union Victoria No.1 

Branch and the Health Services Union National Office, the Government proposed amendments to the FW (RO) 

Act. The amendments – introduced through the Fair Work (Registered Organisations) Amendment Act 2012 

and passed by both Houses of the Federal Parliament on 26 June 2012 – made significant changes to the 

obligations of registered organisations, both unions and employer organisations, designed to: 

 Improve financial transparency and disclosure of registered organisations and their office holders;  

 Strengthen the investigative powers of Fair Work Australia; and  

 Enhance remedies under the FWRO Act, including a tripling of civil penalties that apply in relation to 

breaches. 

The ACTU declared its strong support for the proposed amendments, and stated its preference for a regulatory 

environment that upholds member control, accountability and transparency, while allowing unions to go about 

their core business of representing members.  

The FW(RO) Amendment Act made significant changes to the obligations of registered organisations, both 

unions and employer organisations. As a consequence, such registered organisations are required to amend 

their rules in order to comply with those amendments relating to education, expenditure and financial 

disclosure. 
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There are five major components of the amending legislation:  

 A requirement for officers of registered organisations to undertake relevant financial training within 

six months of coming to office, with training approved by the General Manager of Fair Work Australia; 

 Each union must develop and implement expenditure policies, based on guidelines and model rules 

issued by the Minister; 

 Unions must disclose annual details about the remuneration of officers, including any payments 

involving a potential conflict of interest; 

 A threefold increase in civil penalties, as well as additional investigative and enforcement powers for 

the Fair Work Commission, including a new requirement that investigations be completed as soon as 

possible; and 

 transitional matters, clarifying that financial training must undertake approved training within six 

months of the Proclamation Date (likely to be 26 June 2013), and allowing registered organisations to 

alter their rules before the Proclamation Date.  
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Chapter 5. Some International Approaches to Governance 

of Unions 
It appears that the most relevant guides from international experience for the already heavily regulated 

Australian environment are mainly to be found in anglophone countries, especially the USA and Canada. 

A survey of union regulations around the world reveals that Australian unions are among the most heavily 

regulated of any democratic country.  In a global comparison of financial reporting requirements of trade 

unions, researchers have noted that trade union regulation is much more common within the Commonwealth 

and the United States compared to the rest of Europe and the world9. 

In their analyses of trade union regulation in the US, the UK, Chile, New Zealand, Singapore and Canada, Lund 

and McLuckie identify three main forms of oversight. These are: 

 reporting directly to members (self-regulation);  

 a requirement to file reports with the relevant government body, which may or may not be made 

public (state regulation); and  

 auditing and monitoring by the relevant government body (state enforcement). 

The countries studied combined different aspects of these three forms of oversight.  

Lund and McLuckie noted some issues around the regulation of trade unions and the administrative burden 

this places on them. Where regulations are quite extensive and onerous, such as in the USA, these burdens are 

disproportionately borne by smaller organisations: they face the same internal administration costs and 

external auditing costs as the larger unions. Where possible, self-regulation may be a better option as it places 

less of a bureaucratic regulatory burden on smaller organisations. 

Out of the European Union countries, only the United Kingdom and Ireland have reporting requirements for 

trade unions, with other EU countries strictly reliant on self-regulation. The European Union does not have any 

regulation requiring financial reporting, but individual unions may choose to report on various financial 

aspects of the organisations. In the UK and Ireland, trade unions are required to file an annual report with the 

Certification Office, which is made available to the public. Unions must also issue a members statement with 

information on total income and expenditure, including income from membership fees; any money going to 

and from a political fund; salaries and benefits of executive members; and details about the auditor used. On 

request, members have a right to access financial and accounting records beyond the information contained in 

the annual report. These restrictions are relatively minor compared to the regulations for trade unions in 

Australia, discussed in Chapter 4 above. 
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 J Lund & J McLuckie, 2007  
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By contrast, trade unions within the United States are subject to fairly extensive reporting requirement.10 

Unions with more than $250,000 in returns per year are required to file a detailed report, which is released to 

the public. The US report includes information about employee and officer salaries, reimbursements, dues, 

fees, fines and assessments. Union members have a right to access union records if they show just cause; 

however, ironically, because the regulation and reporting is so lengthy, many union members find it difficult to 

read and understand the reports. After reviewing a union’s financial and accounting information, a member 

can lodge a complaint with the Office of Labor Management Standards (OLMS) or Certification Office (CO).  

There have been some criticisms of the US ‘goldfish bowl’ approach to trade union regulation on the basis that 

it has greatly increased the regulatory burden on unions there, making it difficult for smaller unions in 

particular to meet their obligations.11 Where regulations are quite extensive and onerous, these burdens are 

disproportionately borne by smaller organisations: they face the same internal administration costs and 

external auditing costs as the larger unions.  

The rationale behind this high level of regulation is that union officials are less likely to make bad decisions if 

they know they must meet a high level of transparency. However, it seems that in reality these reporting 

requirements have been set so high that members do not always understand the financial information they 

are given.  

Paradoxically, an overly high level of regulation may in fact hinder the democratic participation of members if 

the information presented is unable to be understood by members. It is unclear whether the additional 

administrative and external auditing and assessment costs result in genuine empowerment of members. 

Moreover, there have been some concerns among researchers that extensive regulation of the affairs of trade 

unions may infringe international obligations. 12 The International Labour Organisation (ILO) is a United Nations 

agency that has responsibility for developing and enforcing international labour standards in consultation with 

governments, unions and employer associations. Trade union rights form an important part of the ILO ‘s labour 

standards through ILO Convention No. 87, Freedom of Association and Protection of the Right to Organize 

(1948) and No. 98, Right to Organize and Collective Bargaining (1949). As a signatory to these ILO Conventions, 

Australia is bound to recognise these fundamental trade union rights when considering how best to regulate 

the union movement.  

The International Trade Union Confederation (ITUC) regularly monitors countries for their compliance with ILO 

standards.  The ITUC’s report on Australia, released in 2011, found that Australia complied with most of its 

obligations under ILO standards: Australian workers enjoy the right to organise, the right to collective 

bargaining, and freedom of association, with some limitations mainly in the building and construction industry.  

Of present relevance, the ITUC report also recommends that governments should remove the excessive 
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eligibility requirements for forming a union, which requires at least 50 members before a union can be 

established.  

Service Employees International Union (USA) 

In the USA the Service Employees International Union (SEIU) established a code of conduct and enforcement 

process following a review in 2008. This established an ethics officer from outside the union, as well as an 

internal “ombudsperson”, who work together to train staff and enforce the code of conduct. There is also an 

ethics liaison officer at each branch. The ombudsperson reviews written complaints by members to decide 

whether to pass them on the external ethics officer. There is whistle-blower protection to ensure ethics 

complaints are kept confidential. The SEIU has an independent appeals process and an Ethics Review Board 

comprised of outside experts to review appeals.  Their annual report contains summaries of all ethics 

compliance and training activities. 

In the USA, members have a right to look over the finances of a union if they show just cause, and the SEIU 

publicises this right to members. There is also a ban on officers and managers having any conflicts of interest 

with investment brokers, insurance agencies and so on. Officers and managerial staff are not permitted to 

have any large financial shares in any company that the union bargains with. When buying or selling property, 

the SEIU requires an independent evaluation of the fair market value. There also guidelines around hiring 

relatives and office relationships. 

There is ethics training for all staff, members and managers, including specialist ethics training for particular 

roles. Expectations about ethical conduct are mentioned in the hiring, training and orientation stages. They 

also develop best practice materials and templates. They contract an independent accountant to audit each 

local branch every four years if the branch earns less than $250,000.  Branches with over $500,000 in revenue 

engage an independent auditor for an annual review, and must change auditors every five years.  

AFL-CIO  

The ethical code of practice of the AFL-CIO, the USA’s peak union body, contains many similar provisions to the 

SEIU code.  It bans officers and managerial staff from having a substantial financial interest in any company 

that the union or affiliates bargain with; for example, an interest that gives the staff member some influence 

over the direction of the company. It also bans personal payments or gifts from any company that the union or 

its affiliates bargain with. Officers and managerial staff are not allowed to receive payments from any health or 

benefits fund where they are a trustee or representative; they are also not allowed to have any financial 

conflict of interest with any insurance broker or company doing business with a fund of which they are a 

trustee. The code also bans serious convicted felons from serving as managerial staff. 

The code of conduct establishes an Ethical Practices Committee consisting of members of the Executive 

Council on a rotating basis. To make a complaint, union members must file it in writing and include 

substantiating documentation. If the complaint is substantiated, the EPC will try to resolve it in the first 

instance, or bring it to a hearing Panel made up of staff within the AFL-CIO if it cannot be resolved. The Panel 

would then send through written recommendations and a decision to the Executive Council, including 

suggested penalties. The alleged wrongdoer would also have a chance to present his or her side to the Panel. 

There are whistleblower protections so that no member can face retaliation for making a complaint.  
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Laborers’ International Union of North America (LIUNA)  

The Laborers’ International Union of North America code of best practice provides for a competitive bidding 

process for major contracts. The union is not allowed to enter into contracts or purchases that would benefit a 

staff member. Staff are also banned from turning over a membership list to external parties. Like the AFL-CIO 

and SEIU,  LIUNA also bans officers and representatives from having a substantial financial interest in a 

company that the union bargains with, or accepting gifts or money from any company they bargain with or do 

business with. LIUNA’s code of conduct provides for the appointment of an external attorney as a Special 

Counsel and another person as an Inspector-General to oversee ethics complaints and breaches of the code of 

conduct. There is an appeals process and evidence requirements for any ethics complaint.  

The non-anglophone European experience has, as indicated above, such different traditions from Australia in 

respect to legal supervision that it is not of practical relevance here.  
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Chapter 6. Comparisons with Regulation of Other 

Australian Organisations 
In the development of the Fair Work (Registered Organisations) Amendment Act some commentators and 

participants recommended close imitation of the Corporations Act to improve regulation of registered 

organisations.  

The comparison of legislation registered organisations with the Corporations Act is not new.   

A number of researchers have questioned the merit of drawing on a ‘corporate model’ of accountability, 

pointing out that trade unions and companies are very different types of organisations.13 Their rationales for 

formation, the purposes they serve, and the nature of their membership are key differences.  Union members 

have a democratic interest in the organisation of a union, rather than a financial or proprietary interest.  

Unions should be viewed as membership-based mutual interest societies rather than businesses. Further, the 

imposition of a corporate governance model on unions is not value-free: because unions have a quasi-political 

function, changes imposed on unions could be seen as liable to hinder their broader role within society.  

 In our view unions, as registered organisations under the FWRO Act, are not trading or financial organisations 

and are fundamentally different from them.   That view finds echoes in the approach of the Australian Industry 

Group (AIG) in its submission to consultations about the FW(RO) Amendment Act. AIG stressed that 

inappropriate conduct in one registered organisation should not be used as an excuse to impose excessive 

laws on all organisations, most of which are run ethically to benefit their members.   

The function of unions is not to profit from dealings with the general public.  They operate as non-profit 

organisations.  Their potential to harm individuals with whom they have financial dealings is nowhere near as 

great as that of private or public companies. Unions do not have shareholders with significant financial 

investments at risk.  Shareholders may have large financial exposure to a company by reason of the size of 

their shareholding; by contrast union members have necessarily invested only their generally fairly modest 

membership fees.   

Nor do unions have customers who might be seriously financially affected by untoward dealing.  Dishonesty, 

conflict of interest and other aspects of poor governance in trading and financial companies have the capacity 

to cause great harm and loss to individual members of the public, as well as to those with large shareholdings.  

The last few years have seen many well-publicised instances of individual losses of many thousands of dollars 

by many people and the actual ruination of some of them caused by such malfeasance.  That capacity is not 

present in the case of unions where any loss is a collective one, serious as such a loss may be.  Probably 

greater harm from internal malfeasance in a union comes from the potential for its disclosure, involving alarm 

and outrage to the conscience of existing and potential members of that union and other unions, and of the 

general public.  
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  [31] 

Although the consequences of external activity by a union, such as industrial action (decreased in frequency in 

the past several years), may on occasions adversely affect some employers and others, the taking of such 

action is closely regulated already by the Fair Work Act 2009. In any case, questions of internal union 

governance are scarcely relevant to such matters.  

Unions are organisations based on their memberships, made up of individual employees who have broad 

rights to seek the intervention of a court.  Extensive accountability to their members is mandated by legislation 

and by their general culture.  

Unions are really institutions only of their own kind. 

There should, of course, be strong commitment to good governance of unions and financial accountability 

within unions; however, the regulatory framework adopted should 

 be appropriate to the nature and purpose of these organisations, 

 be adapted to the real risks of any misfeasance and the real potential of harm from it, and  

 set mechanisms that are liable to be effective.   

Unions are peculiarly likely to be responsive to requirements for full disclosure to their members of financial 

dealings involving their officers and employees.  For example, the very high and widely lamented levels of 

remuneration of some CEOs of public companies have survived notwithstanding ample publicity about them. 

While excessive salaries are emphatically not a general problem in unions, any other means of apparently 

undue enrichment of themselves by any union officials could not continue after exposure, as the HSU affair 

witnesses.  The strong likelihood of such exposure seems highly likely to be an effective deterrent against such 

conduct. 

The criminal law already copiously penalises intentional wrongdoing with others’ funds.  In relation to 

companies, the public regulator ASIC has not been much attracted to the use of criminal proceedings.  No 

doubt the very high standards of proof attaching to such proceedings have been a factor in this.  

In sum, the call for equivalent regulation of unions and companies is at best only seemingly attractive and 

does not withstand analysis.  The real need is for targeted regulation of unions (and employer-equivalents), 

appropriate to Australian conditions, aimed at real problems and likely to be effective.  To the extent that 

this can be achieved by self-regulation by individual unions and the union movement collectively, there is no 

case for the legislative imposition of further bureaucratic regulatory burdens or cluttering the statute books 

with further, unnecessary and likely ineffective criminal sanctions. 

This distinction can cut both ways. Trade unions are organisations that represent the collective interests and 

concerns of their members and potential members. To uphold the principle of collectivism, avenues for 

participation and involvement by members are integral to union structures. The structure of unions – 

delegates, organisers, committees, elected officers, executives –   provide the mechanism and pathways for 

members to shape union priorities and policy. The election of officers and committees of management by the 

membership is fundamental to the representative nature of unions. As membership organisations, unions are 

much more democratically run than companies and are legally required to be so run.  There is no objection by 
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the union movement to this. The exigencies of trading companies may make it difficult for them to operate 

with a high level of participatory democracy. 

If union regulation is to be compared with that of any other sector, it would make more sense to draw a 

comparison with other advocacy institutions in the not-for-profit sector. Like trading corporations, the not-for-

profit sector was originally overseen by ASIC and the ATO, but following a review conducted in 2011 and 2012, 

the federal parliament legislated for an Australian Charities and Not-for-profit Commission (ACNC), to take 

over responsibility for the registration and regulation of not-for-profits. This was done in recognition that not-

for-profit bodies have special needs and requirements that differ from corporations, and they should therefore 

be regulated in different ways.  

A 2007 review into the not-for-profit sector in Victoria is instructive here. The report listed four main types of 

regulation, identified as14: 

 Government regulation: i.e. legislation  

 Co-regulation: an industry body develops industry-specific standards, such as a code of conduct, in 

consultation with government, with enforcement by government through legislative backing  

 Quasi-regulation: governments may provide funding or endorsement for the development of industry 

standards, rules, or codes of conduct, with no enforcement activity  

 Self-regulation: voluntary standards or codes of conduct within an industry, with no government 

involvement 

This review noted that the links between members and decision makers in membership-based organisations 

create a natural level of self-regulation. The report suggested that when implemented effectively, self-

regulation and co-regulation can improve regulatory outcomes and reduce costs simultaneously. However, it 

noted that the sector has limited governance capacity, making it difficult to comply with regulatory processes. 

Finally, it suggested that governments and organisations have an equal responsibility to build capacity in this 

area, through a mixture of co-regulation, self-regulation and legislation. A flexible approach can reduce 

administrative costs while improving transparency and accountability at the same time.   

There are lessons here for the regulation of unions.  It will likely be less productive to foist more aspects of a 

corporate model on unions than to develop a more precisely targeted model of regulation that takes into 

consideration their particular requirements and unique structure and purpose. 

We have found it more useful to look for comparative practices in relation to particular aspects of governance.   

As will appear, we have found particular, commendable practices and policies in force in a number of other 

types of Australian organisations including superannuation funds, professional accountancy regulators, and 

the Australian Public Service, as well as in a number of Australian unions themselves. 
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Chapter 7. Financial Oversight, Controls and Procedures 

Financial transparency and accountability 

Unions have a legal and ethical obligation to manage members’ funds effectively and efficiently, in the best 

interests of those members and in accordance with the union’s own rules and the law.  

The Panel received a number of submissions from unions outlining their financial reporting controls and 

procedures, as well as copies of organisational policies.  These well-thought out and practical models have 

formed the basis for a number of the suggestions and recommendations contained within this chapter, and 

have confirmed our view of their desirability.  

Financial Disclosure  

As indicated, the recent amendments to the Fair Work (Registered Organisations) Act require that union rules 

include requirements about: 

 disclosure of remuneration of the top five highest paid officers, including any remuneration paid as a 

member of a Board in an ex-officio capacity, and any non-cash benefits they receive 

 disclosure of any material personal interests of officers and relatives 

 payments made to persons or bodies in which an officer or relative of an officer has an interest, and;  

 payments made by the Union to related parties, such as businesses that are owned or operated by the 

union, or by an officer or their relative.  

Financial disclosure must occur on an annual basis at the end of each financial year, and can be made in 

conjunction with existing reporting requirements, namely, the financial report, operating and auditor’s report 

which must already be presented on an annual basis. The Minister will issue guidelines containing model rules 

which may be adopted in whole or part by unions and their branches. 

Financial Oversight  

A union’s financial management, accountability and reporting should be overseen by the committee of 

management or a finance sub-committee. The committee’s main functions should be: 

 Overseeing the proper management of the union’s finances in accordance with its Strategic Plan, 

annual budget, policies and procedures; 

 Developing finance staff roles and job descriptions, hiring and supervising; 

 Development of financial policies and procedures; 

 Development of the financial strategy and budget, for recommendation to the governing body; 

 Review of monthly and annual financial reports; 

 Liaison with auditors; and  

 Liaison with bankers. 
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Commitment to prudent financial management is demonstrated by systems that display:  

 Consistency,  

 Clarity, and  

 Transparency.  

Financial strategy  

It is important that unions develop a realistic medium-term financial strategy that sets out the union’s 

objectives for income, expenditure, surpluses (or deficits) and its balance sheet position for the next three 

years. In determining a financial strategy, consideration should be given to activities, staffing, accommodation 

and other costs in the context of the union’s priorities as set out in its strategic plan (see Chapter 11). This 

provides a clear direction for the union’s work. 

Annual budgets that set out the proposed management of the union’s finances assist in allocation of 

resources in accordance with the union’s Strategic Plan. The annual budget should project income, 

expenditure and a surplus or deficit for the financial year and be approved by the governing body. The budget 

should be supported by a statement of key assumptions and the methodology for calculating major items. To 

assist with accountability and transparency, budgets should be constructed in a consistent fashion across all 

parts of the union. The budget should be reviewed regularly to ensure finances are expended consistent with 

the budget and to promptly identify and address any anomalies. In addition to the annual budget, the union 

should produce accurate monthly and quarterly reports. 

In line with this principle, unions should: 

 Have qualified, experienced professionals as employees (who have clear job descriptions and 

reporting structures) or otherwise available to manage the finance function; 

 Acquire and implement high quality accounting systems for  

o membership records and organising 

o financial management and reporting against budgets  

o which are used across the union and  

o are properly supported and maintained; 

 Train all relevant staff in the proper and effective use of the membership and finance systems. 

 Adopt a clear and demonstrated commitment to prudent financial management including  

o a clear audit plan and  

o timetable  

 presented to and signed off by the Finance Committee or Committee of Management; 

 Use the services of independent auditors and maintain their independence by changing audit 

partners and firms periodically, in line with general audit best practice. 
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To assist with strong financial governance, a union should formulate and promulgate to members a 

comprehensive set of policies and procedures governing the management and application of union funds in 

pursuit of its purposes, and those provisions  should be properly applied. This is in part a legislative 

requirement under the Fair Work (Registered Organisations) Act: union rules must include a requirement for 

every union and its branches to develop and implement expenditure policies.  

A union’s rules, policies and procedures should provide adequate protection of members’ funds and minimise 

the risk of them being spent inappropriately or misappropriated.  

Furthermore, members of a union are entitled to know how their membership fees have been spent and that 

they have been spent in accordance with the rules and the law. 

We note that for many unions current practice is consistent with strong financial governance principles. We 

strongly recommend, however, that all unions review (and periodically review on an ongoing basis) current 

governance structures, policies and procedures to ensure compliance with revised legislation and best 

practice principles.  

Financial policies, financial procedures, and accountability and report mechanisms are essential for 

allocating and monitoring expenditure in accordance with the budget. 

The financial strategy, annual budget, financial policies and procedures, and accountability and reporting 

mechanisms should be communicated across the union so that all officers and staff understand the financial 

strategy and its implementation and expend finances consistent with the assumptions and calculations in the 

budget (and identify any anomalies promptly).   

Financial policies, financial procedures, and accountability and reporting mechanisms should apply to any 

subsidiary entity created by the union.   There can be legitimate reasons for the creation of subsidiary bodies 

established for specific purposes that are consistent with the aims of the union and the interests of the 

membership, including entities to provide education, training or other services to members.  As with any 

increased complexity in an organisation, their existence and the possibility of their unauthorised creation 

mean that there may be added risks of less than admirable financial practices and conduct that need 

management. Best practice requires that a union should have clear policies and procedures concerning the 

creation and operation of subsidiary entities, and that the governance policies and procedures it has for the 

union itself are applied to those entities.  This includes ensuring that union members are well enough 

informed to make an adequate judgment about the creation and financial practices of any subsidiary body.  

It also involves taking steps to ensure that relevant external parties such as financial institutions and likely 

potential sources of funds are informed of the relevant aspects of the union’s policies and procedures in 

order to discourage unauthorised activity. Given that these risks exist in the corporate world, unions should 

investigate sensible controls adopted elsewhere that might reasonably be adopted. 

Financial policies  

It is important that all unions have an up-to-date set of financial policies that comprehensively cover all 

significant aspects of the union’s finances and are implemented consistently across all parts of the union. 

Such policies should clearly set out the levels of authority that officers, staff and committees and governing 

bodies have in relation to finances.  
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To assist with application and compliance, policies should be documented, and accessible to all officers, 

staff and members as appropriate, the emphasis being on ensuring that members should be told everything 

that is reasonably necessary for them to judge whether they approve or disapprove of the way the union is 

financially run, without burdening them with every small detail of policy. Furthermore, policies should be 

regularly reviewed and updated accordingly.  

Good practice in this respect requires: 

 A comprehensive set of financial policies documented in hard copy and on the union’s intranet and 

web site; 

 An induction process for new officers and staff which includes an induction manual and requires 

new officers and staff to read through and understand the union’s financial policies (and 

procedures) and their own level of delegated authority in relation to committing the union to 

expenditure; and 

 Policies that cover those areas that are significant and specific to trade unions and those areas 

where accounting standards and practice require specific policies to be stated and applied.  A list of 

with the matters that should be dealt with in policies is set out in our recommendation at the end of 

this chapter: 

Financial procedures  

Procedures are the processes by which financial policies are implemented. All unions should establish and 

maintain procedures manuals and ensure that they comprehensively address the above policy issues, and in 

particular specify: 

 How a financial transaction or commitment is to be dealt with, including which forms are to be used 

 Who has the authority to approve/authorise a particular transaction (i.e. levels of authority) and how 

that authority is to be applied and documented 

 What records are to be kept of a transaction, and the accounts to which a particular transaction is to 

be posted 

A principle of paramount importance to be upheld in all financial procedures is that delegations of authority 

require that officers or staff members cannot authorise expenditure that they themselves have personally 

incurred and that such expenditure must be authorised by a senior officer or staff member or an elected 

body of the union.  This would include authorisation for expenditure on credit cards, travel, accommodation 

and related expenses, hospitality and gifts. 

Membership records systems 

Membership subscriptions are a union’s primary income source, so billing and collecting subscriptions is one of 

the most important financial tasks. 

Managing collection of subscriptions relies upon: 

 Accurate membership records. 
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 Clear procedures, consistently followed. 

 Prompt and decisive action when subscriptions are overdue. 

Unions should ensure that they have systems that maintain accurate, up to date membership records, for 

effective monitoring and control of members’ subscriptions and to aid the union’s organising task. 

Procurement and investments 

Unions should explore within the union and with other unions the opportunity to contain or reduce costs 

through cost-sharing and collective buying. 

Major costs should be reviewed annually as a part of the strategic planning and budget process. 

Significant supply and service contracts should be submitted to competitive tender on a regular basis. 

Credit card policies and procedures 

Unions should have clearly documented policies and procedures governing the issuance, use, accountability 

for, reporting, audit and cancellation of credit cards issued on the union’s account. Credit card policies and 

procedures should make clear the reason for issuing credit cards, entitlement to cards and the purposes for 

which they may (and may not) be used.  

Credit card policies should specify that union credit cards may only be used for valid union purposes against 

approved budget items, and not for personal expenditure.  

They should be cross-referenced to other policies covering purchasing and expenditure, such as purchasing 

policies, travel and accommodation policies and hospitality and related expenses policies.  

The policy should also make clear that the person to whom a union credit card is issued is responsible at all 

times for that card in terms of its location, security and use, and must immediately report the loss or theft of 

the card. 

The credit limits on credit cards should be specified in the union’s policy and should not be able to be changed 

by the card holder, but require appropriate authorisation at a higher level. 

Credit card policy would normally prohibit the use of a union credit card to obtain cash advances. It is common 

for unions, like other organisations, to instruct their bank to only issue cards which cannot be used for cash 

advances.   It may be acceptable to have an ‘exceptional circumstances’ provision in the policy (e.g. ‘travel 

disruption’ or to pay for expenses at businesses that do not accept credit cards) but such exceptions should be 

very limited and have high accountability requirements such as verbal approval from an authorised officer and 

immediate reporting and if required reimbursement to the union upon return to the union office.   

The policy should require that receipts be obtained and submitted in respect of every charge to a union credit 

card. 

Payment of a union credit card invoice must by authorised by someone other than the cardholder, with an 

appropriate level of delegated authority for approving payments under the union’s financial policies and 

procedures.  In submitting the credit card invoice for payment, the cardholder must advise any unauthorised 

transactions.  
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Details of credit card usage and payments should be reported to the union’s finance committee or 
committee of management at the next meeting.  

The union’s annual external audit plan should specifically include a sample review of union credit card 

invoices and payments. ERDS POLICY 

An example of existing union requirements taken from submissions received is set out below: 

CREDIT CARD POLICY 

The [specified officers] shall be provided with a Corporate Credit Card. 

The Corporate Card will be in the name of that person who occupies that position and the card will be clearly 
marked with the corporate name of the entity. 

As a general rule each of the accounts will have a common title and mailing address.  

Each of the cardholders’ accounts will have a limit $5,000.00, which will be monitored, by both the holder and 
Administration Staff and such limit ($5,000.00) will be maintained by the Union. 

In the event of anticipated or actual high-level expenditure the cardholder is to advise the Head of 
Administrative Services who will ensure temporary credit limit increase in available funds.  

Immediately upon receipt of the monthly account the cardholder will verify the expenditure, attach completed 
vouchers clearly indicating expenditure eg vehicle mileage, business purposes, names of persons attending 
functions such as dinners. Where possible seek authorisation from their superior and deliver to the Head of 
Administrative Services. 

The Administration Division upon receipt will report on the account any reimbursements made against that 
account for that month and if so report the ‘actual’ expenditure incurred. 

Each cardholders account will be perused by his/ her immediate superior who will endorse the statement when 
satisfied that the costs have been appropriately incurred. The President will, if desired, peruse all accounts. 

The Administration Division will allocate all expenditure to the appropriate cost codes. 

Responsible levels of expenditure only shall be charged to these accounts. Without limiting the dollar value of 
expenses such as meals or accommodation, one should keep in mind the current General Expense Schedule for 
Public Sector workers and remain as close to that figure as possible. If this is to be exceeded approval should be 
obtained from the staff members manager.  

Persons in possession of cards should remember that the key words are reasonable, responsible expenditure in 
furtherance of the aims and objectives of the Union. 

I have read and understand the conditions of use of the Corporate credit card [SIGNED] 
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Accounting, reporting and audits  

Under current law unions are subject to extensive and very specific financial accounting, reporting and 

auditing requirements.  They include strict requirements and deadlines for producing annual financial reports, 

having them audited, making them available to members and lodging them with the Registrar (who then 

makes the reports publicly available). 

The requirements include production of a 'Concise Report' that is produced and published to members and a 

'Full Report' that is available to members on request.  The 'Concise Report' should be produced in a style that 

is readily understood by all members and clearly communicates key financial information to them. 

Effective financial management seeks to ensure that a union's resources are being applied in the best 

possible way to achieve its objectives.  Key to this is monitoring of income and expenditure through timely, 

accurate and clear financial reporting, including: 

 Monthly and quarterly financial reports of actual income and expenditure against budget (Statement 

of Financial Performance) and a fully reconciled report of the union’s assets, liabilities and net member 

funds (Statement of Financial Position) that are presented in a consistent format readily understood by 

officers, staff and members.  

 Special purpose financial reports from time to time, which might include for example reporting on the 

expenditure of grants, special reviews of expenditure in particular areas, reporting on Leave Liabilities 

etc. 

 Completion and publication of the union’s annual financial reports within the statutory timeframe, 

published on the website and readily accessible to any member who asks for them. 

 A simple process for members to be able to ask and receive answers to any question that they have 

about the annual financial reports or any financial matter. 

To assist in reporting to members and to maintain the highest level of transparency, a union’s financial 

position, income and expenditure must at law be subject to regular independent external audit and 

reporting. 

The union's Finance Committee or executive body should discuss and agree the annual external audit plan 

directly with the auditor.  The annual audit should focus on the major areas of risk, which would normally 

include areas such as commitment to major external contracts (e.g. leases and substantial services or 

supplies), major expenditure approval, accountability and reporting, expenditure that can be incurred by 

individuals (e.g. via credit cards) and control and security of assets including cash. 

 Larger organisations often have an internal audit function in addition to their external audit.  The internal 

audit function may be staffed internally or outsourced to an audit firm. For the biggest unions, introducing an 

internal audit function merits consideration. 
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Recommendations 

Financial oversight and planning 

Unions have a fiduciary and statutory obligation to ensure members’ funds are expended efficiently and 

effectively in the best interests of those members. As part of having a clear and demonstrated commitment to 

prudent financial management, if they have not already done so unions should: 

(a.) Establish a finance sub-committee of the relevant committee of management or to oversee the 

union’s financial management, accountability and reporting, or otherwise ensure that the committee 

of management does regularly sand fully engage in such oversight;  

(b.) Develop a realistic medium-term financial strategy, and set budgets and evaluate expenditure with 

reference to this strategy; 

(c.) Develop an annual budget, supported by a statement of key assumptions and methodology, (which 

should be the same across each branch or structure of the union) and review it regularly to ensure 

finances are expended consistent with the budget; 

(d.) Produce accurate monthly, quarterly and annual financial reports on a timely basis; 

(e.) Adopt a clear audit plan (with a focus on particular risk areas) and timetable which in the case of larger 

unions may include an internal audit function in addition to an external audit; 

(f.) In order to maintain the independence of auditors, change audit partners and firms in line with 

general audit practice; 

(g.) Ensure that financial policies and procedures are being properly applied and that they are regularly 

reviewed and updated; and 

(h.) Unions should manage the risk of financial mismanagement of subsidiary bodies by applying to them, 

so far as relevant and practicable, all of the recommendations we make as to governance of unions 

and branches themselves. 

Financial policies and procedures 

Unions should develop a comprehensive documented set of policies and procedures governing the 

management of union funds, and consolidate it into an appropriate policies and procedures manual.  It should 

include policies covering the following matters: 

(a.) How financial decisions are to be made and reported; 

(b.) The production, content, timing and distribution of accurate financial reports to responsible 

officers, relevant committees and members; 

(c.) The levels of authority or delegated authority that governing bodies, committees, officers, and 

staff have in relation to finances; 

(d.) The need to ensure that officers or staff members do not solely authorise expenditure that they 

themselves have personally incurred; 

(e.) The opening, operation and closing of bank accounts (including the circumstances under which a 

bank other than the union’s usual institution may be used); 

(f.) The authorisation, documentation, reporting and accounting of transactions; 
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(g.) The establishment, operation and governance of any subsidiary or other entity related to the 

union (including measures to apply, as appropriate, the union’s policies to these bodies); 

(h.) Major procurements, leases or contracts, including when and how tender processes are required, 

and the review of major costs areas and significant supply and service contracts on an annual 

basis; 

(i.) Basic market testing by seeking at least two quotations for smaller but still substantial purchases; 

(j.) Disclosure of the identity of service providers where such identity is material to a fair 

understanding of the union’s finances; 

(k.) Hospitality and gifts; 

(l.) The issuance and use of, and accountability for, credit cards (see Recommendation 6); 

(m.) Employment and remuneration of officers and staff (see Recommendation 7); 

(n.) The disclosure and management of conflicts of interest (see Recommendation 8); and 

Implementation of policies and procedures 

In order to ensure that governance policies and procedures are implemented and enforced, unions should: 

(a.) Engage suitably qualified and / or trained persons to perform the union’s finance functions; 

(b.) Ensure that all relevant policies and procedures are made available to officers and staff and that 

appropriate training (including an induction process) is offered to ensure they understand the 

union’s financial policies and procedures and their own responsibilities; and 

(c.) Acquire and implement high-quality systems for membership records, financial management and 

reporting against budgets, which should ideally be used consistently across all branches or sections 

of the unions, and ensure users of the systems are properly trained. 

 Reporting and transparency to members 

To appropriately provide for reporting and accountability to members, unions should: 

(a.) Ensure that financial reporting to members is produced in a readily understandable style so as to 

clearly communicate the union's financial results and position to members; 

(b.) Have a simple process in place for members to ask questions and receive answers to questions 

about the union's finances (including of the relevant finance committee or governing body);  

(c.) Establish an effective mechanism for members to seek copies of financial information, policies and 

procedures and ensure members are aware that they can access these documents on request;  

(d.) Place copies of their governance policies on their website (where appropriate) and/or ensure 

members are aware that they can access these documents on request; and 

(e.) Provide further information on the implementation of their governance standards in their annual 

report, and make this readily available to members.  
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Credit cards 

Unions should have clearly documented policies and procedures governing the issuance and use of credit 

cards including the use, accountability for, reporting, audit and cancellation of credit cards.  The policy should 

also: 

(a.) Set out the circumstances whereby officers and staff are entitled to a credit card; 

(b.) Define the valid union purposes for which they may be used; 

(c.) Define the purposes (including personal expenditure) for which they cannot be used; 

(d.) Set a procedure for reporting unauthorised or prohibited transactions; 

(e.) Set a procedure to ensure that payment of a credit card invoice is approved or co-approved by an 

officer other than the card holder;  

(f.) Mandate reporting of credit card usage and payments to the finance committee or committee of 

management; and 

(g.) Provide for periodic review of a sample of union credit card invoices and payments (for instance by 

inclusion in the external audit plan). 
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Chapter 8. Remuneration Policy and Practices, Including 

Disclosure.  
The workforces of unions usually consist of a variety of positions:  

 elected officers with more or less seniority and responsibility for leadership and the capacity to 

influence outcomes within the union; these may have a variety of roles such as administration, 

representation  of the union and general advocacy on its behalf, communication with members, or be 

more specialised e.g. treasurers or industrial advocates; 

 senior employees, often expert in a professional field such as law, economics or accountancy - in some 

unions, work such as organising and industrial advocacy is done by employees when in others it is 

done by elected officers; and 

 support staff in various fields, office assistants and the like. 

Employment policies should clearly set out which governing bodies, committees, officers or staff have the 

authority to set the employment terms and conditions for each elected and appointed position in the union 

and the authority to hire employees for appointed positions. 

Remuneration should be taken to include allowances, penalty rates, all types of leave entitlements, 

contractual rights to termination pay, the level of union contributions to superannuation, all fringe benefits, 

and all other benefits that an officer or employee derives from his /her position with the union. 

As submissions received confirm, there are many different existing and historical practices as to the fixing of 

remuneration within unions.  Some unions have regard to particular public service pay grades.  Some are 

concerned to keep their leaders’ remuneration not too far from that of most of their members.   Many unions 

provide for pay through a pay and classifications scheme negotiated with staff and outlined in a collective 

agreement.  The Panel received several submissions with attached pay and classifications scales for staff 

members, and understands it is the practice in a number of unions to make these pay rates freely known to 

their members.  

While ideologies differ, there appears to be overwhelming acceptance that union officers should not be 

remunerated at levels to be found only in the higher ranks of private sector employment or the highest ranks 

of public employment.   

Practices differ about the payment of penalty rates for overtime and weekend and holiday work.  Generally 

the more senior officers and employees, such as organisers and industrial advocates, receive no such payment.  

This lack of entitlement perhaps extends further down the ranks of union officers than is the case in many 

other areas of employment. 

The following publicly reported remuneration levels may provide some perspectives about salaries: 
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Australian Public Service 

 Cabinet Secretary (Level 1 Department): $630,000-$646,000 (1 July 2012) 

 Cabinet Secretary (Level 2 Department): $586,000-$600,000 (1 July 2012)15 

 CEOs and Statutory Office Holders: $250,000-$646,000 (1 July 2012)16 

 SES Band 1: $160,972 (31 December 2010) 

 SES Band 2: $205,288 (31 December 2010) 

 SES Band 3: $267,877 (31 December 2010)17 
 

Member of the Australian Parliament: $190,550 (1 July 2012) – more is payable for some specific 

parliamentary duties such as chairing parliamentary committees. 

An article in The Australian dated 4 May 2012 provided the salaries of a number of then leading union officers 

as follows18: 

 ACTU secretary  $156,000 

 ACTU president  $156,000 

 TWU national secretary  $132,000 

 AWU national secretary  $146,000 

 Australian Nursing Federation federal secretary $150,000 

 Australian Manufacturing Workers Union national secretary  $92,000 

 HSU East Branch General Secretary Michael Williamson $330,000 

 HSU East Branch Executive President Kathy Jackson $270,000 

Our own inquiries suggest that, with some exceptions (mostly explicable by the high earnings of a particular 

union’s or branch’s members), those non-HSU salaries shown are broadly illustrative of salary levels for the 

most senior leaders.  Most union officials earn substantially less.  Hon Michael Moore, after inquiries, reduced 

the HSU salaries shown to between $125,000- $140,000.  

In comparison, wages in the private sector tend to be much higher. Rates for some major CEOs from 1 October 

2011 were19: 

 Woolworths CEO $1.9 million  

 Managing Director of Bunning’s: $3.7 million  

 CSL CEO $6.5 million. 

 Toll CEO $5.8 million  

 Origin CEO $7.66 million 

 CBA CEO $16.2 million. 

  

                                                           

 

15
  Reports of Members of Parliament, Secretaries of Departments and Specified Statutory Offices  

16
 http://www.remtribunal.gov.au/statementsreports/3..%20Remuneration%20Tribunal%20Statement%2015.12.2011.pdf 

17
 http://www.remtribunal.gov.au/statementsreports/3..%20Remuneration%20Tribunal%20Statement%2015.12.2011.pdf 

18
 The Australian, Page 2 (Fri 4 May 2012) 

19
 Australian Council of Superannuation Investors, CEO Pay in the Top 100 Companies: 2011. Available at: 

http://www.acsi.org.au/images/stories/ACSIDocuments/ceo_pay_in_the_top_200/CEO%20Pay%20in%20the%20Top%20200%20Comp
anies%202011.Sept%2012.pdf 

http://www.remtribunal.gov.au/statementsreports/3..%20Remuneration%20Tribunal%20Statement%2015.12.2011.pdf
http://www.remtribunal.gov.au/statementsreports/3..%20Remuneration%20Tribunal%20Statement%2015.12.2011.pdf
http://www.remtribunal.gov.au/statementsreports/3..%20Remuneration%20Tribunal%20Statement%2015.12.2011.pdf
http://www.acsi.org.au/images/stories/ACSIDocuments/ceo_pay_in_the_top_200/CEO%20Pay%20in%20the%20Top%20200%20Companies%202011.Sept%2012.pdf
http://www.acsi.org.au/images/stories/ACSIDocuments/ceo_pay_in_the_top_200/CEO%20Pay%20in%20the%20Top%20200%20Companies%202011.Sept%2012.pdf
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It is clear that  

 the publicised former salaries of some HSU officials are not indicative of union leaders’ salaries 

generally,  

 union leaders’ salaries generally are relatively modest, 

 salaries in unions are almost always well below levels paid in the middle and higher manangement 

levels of the public sector, and 

 union salaries bear no comparison to the multi million dollar salaries payable to some leaders in the 

private sector. 

External roles and outside work 

Earnings from extra-union positions obtained because of an officer’s union office are usually confined to the 

more senior officers.   Where, as is usual, such union officers are expected to devote themselves full-time to 

the union’s affairs,  outside work of consequence will interfere with their ordinary working week, which is 

likely to be at least as long as most people’s, either by forcing them to cut into their own reasonable leisure 

time to complete their union work, or by reducing the amount of time they have for the union work.  In either 

case, the effectiveness of their full-time work performance for the union is likely to be prejudiced.   

However it is often desirable and in the interests of union members that they provide the input to the outside 

body that their union position fits them to do.   

Such outside work usually imposes additional and distinct responsibilities on the officer concerned. In the case, 

say, of membership of the board of an industry superannuation fund, these responsibilities are serious and 

may be onerous. 

We note that some such work outside the union is quite unpaid.  Also, some of it is not really ‘outside work’ as 

we have used the term, but involves directly representing members’ interests on particular boards and 

committees.  Nevertheless, our concern is with how any extra pay is handled and with unions being 

appropriately resourced so that ‘outside’ commitments of particular officers do not diminish the unions’ 

capacity to service members. 

Practices vary as to how remuneration from outside work is dealt with.  In some unions, as submissions to 

us confirm, what the officer receives is all paid directly to the union.  In others the practice has been for the 

officer to retain the entirety of such associated earnings.  This is often the case for unions where the 

officer’s remuneration is lower than average.  

Where such earnings are substantial (exceeding, for example, token sitting fees), there appears to be no 

justification for a continuance of the latter practice.  In the case of union officials paid poorly by the 

somewhat modest standards of the union movement generally, they should be properly paid by their 

unions.  

A case could perhaps be made for retention of a modest part of the outside earnings in token of the added 

and distinct responsibilities of the extra post.  Such matter appears one for decision by the union concerned, 

after due disclosure.   What is “due disclosure” is considered below. 
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People genuinely working for a union on a part-time basis should not be required, of course, to pay any part of 

their non-union earnings to the union. 

A union officer might also receive some earnings from outside work not associated with the union position.  

At senior levels, a part-time appointment to some quite unrelated public board could be an example.  Or there 

could conceivably be heavy involvement in some family business.  Unless the post involves very little demand 

on the occupant’s time, again there will be the sort of impact on the ordinary working week for the union that 

we have noted for union-associated outside work.  A similar approach to disclosure would seem even more 

appropriate: the benefit to the union of any such outside work appears tenuous. 

At less senior levels, questions arise about how far down the hierarchy any real concern by union members 

would fairly go, and about whether and how to make general rules by fixed policies.  For example, a modestly 

paid organiser or clerical assistant might have a weekend job. He or she might have pressing financial needs.   

There is no simple answer to these questions.  Non-disclosure to anyone in the union seems in any case to be 

an undesirable option, but a completely inflexible requirement to tell the entire membership body seems 

excessive.  For the less senior staff, a special case for protection of privacy could possibly be made in some 

instances.   

In any case it would appear desirable from the union’s point of view that the union should have a clear 

policy on staff undertaking outside work, including the question of when and how permission is required..  

Unions should discuss this with their staffs and formulate and publicise to members a reasoned policy on 

the subject. 

Disclosure 

In Australia, there has traditionally been a high value placed on the privacy of information about people’s 

incomes, except in the case of taxpayer-funded employment (a huge exception).  There has been some 

relaxation of this as demands for transparency have grown.  Disclosure of major corporate CEOs’ incomes is an 

example.  In our view, even otherwise legitimate concerns for privacy are outweighed by the requirement that 

union members should be able to have full, fairly informed confidence in the integrity of their union and its 

leaders. 

Distinctions can be drawn between officers of unions and employees who do not hold an office under the rules 

of the union.  However whether similar work is done by an officer or a non-officer may vary between unions 

and, within a union, between branches without any consistent or convincing rationale.  In some cases non-

officers may exercise significant power within the union.  Rank overpayment of an employee or excessive 

receipts by the employee from outside work could bring the union into disrepute as in the case of an officer.  

There might be reasons why such overpayments or receipts could occur.   

More significant distinctions may exist between the more and less powerful and senior members of union 

staffs, be they officers or employees.  But the lines and the definitions are hard to draw, and large proportions 

of the Australian workforce, even among low paid workers, are liable to have their pay rates or scales and 

other terms and conditions of service known to the world or readily discovered by anyone curious.  It is rare 

that there is presently any contractual entitlement of union employees to privacy about such matters, and 

there is no valid reason for any new entitlement of such a nature to be agreed to.   
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Without  full disclosure, whatever the stated philosophy and standards of a particular union as to the fixation 

of remuneration levels, room would still remain for doubt and concern, even if only mischievous, as to the 

fidelity with which those considerations were being applied. Mechanisms for handling such questions could be 

constructed, but none is as cheap or likely to be as effective as maximum reasonable disclosure to the 

membership of the results of the process. The FW (RO) Amendment Act requires the rules of unions and/or 

branches to oblige officers (as defined) of unions and branches to disclose remuneration and material personal 

interests potentially affecting the discharge of their duties to the union and/or branch. 

Officers of unions and branches will be required under such rules to disclose, at least annually, remuneration 

paid because the officer is a member of a Board as a result of the officer’s position or the officer’s nomination 

by a peak council or the union or branch. Disclosure will also be required of remuneration paid to an officer by 

a related party of the union or branch.  Related party includes outside entities controlled by an officer, the 

officer’s spouse, specified relatives of the officer or the officer’s spouse, including entities controlled by such 

persons in the preceding six months. 

Under the rules, unions will be required to disclose the identity of each of the top remunerated five officers 

and branches will be required to disclose the identity of the top remunerated two officers.  Disclosure is to be 

made either of the amounts of their remuneration or of information considered to be appropriate disclosure 

of their remuneration.  The disclosure is to include disclosure of non-cash benefits provided to the officer in 

connection with the performance of the officer’s duties.  Such disclosure is to be either the value of the non-

cash benefit or other information considered to be appropriate disclosure.  Disclosure must be done at least 

annually.   

In our view the legislative requirements as to disclosure of remuneration should desirably be supplemented 

to assure best practice. 

Our view is that all unions should forthwith disclose directly to their members all present arrangements for 

all elected officers and appointed employees as to their receipts and entitlements from all sources for work 

of any kind.  Such disclosure should be made on an ongoing basis at least annually.  An exception may be 

made as to outside earnings (but not the fact of outside work) in the cases of genuinely part-time workers, 

trivial payments and for modestly paid lower officers on the grounds of special privacy. There is no need to 

identify officials by name as distinct from position, and where there is a salary scale for a job classification, it 

would suffice to state the scale rather than any officer’s actual salary within it, and to indicate the number 

of people in each classification. Where there is a publicly available industrial instrument from which such 

information can readily be deduced, it would suffice to give a useful reference for the instrument such as an 

internet address.  Over- agreement payments should be expressly disclosed. 
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Recommendations 

Employment and remuneration 

Unions should have employment and remuneration policies which: 

(a.) Set out which governing bodies, committees or officers have the authority to set the terms and 

conditions for each elected and appointed position in the union and the authority to hire 

personnel into appointed positions; 

(b.) Set out any relevant philosophy and the method for fixing the remuneration for all paid officers 

and employees and any policy adopted in relation to officers;  

(c.) Define remuneration as including all types of benefits that an officer or employee derives from his 

/her position with the union; 

(d.) Provide for the disclosure to members of the remuneration for all elected officers, including all 

monetary and non-monetary remuneration, and including remuneration derived from any ex-

officio positions, such as Board appointments, or other outside employment; 

(e.) State whether and in what circumstances such officers may engage in external roles and/or 

outside work of any kind, and whether and to what extent there should be an abatement of union 

pay or other financial adjustment between the officer and the union, as to remuneration for the 

external involvement; 

(f.) Disclose the pay and classifications scale against which all union employees are remunerated (for 

example by reference to the relevant enterprise agreement), and any exceptions to the 

application of this scale; and 

(g.) Establish and maintain formal job descriptions for all staff, linked to the union’s overall objectives 

and strategies.  
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Chapter 9. Conflicts of Interest 
The FW(RO) Amendment Act requires the rules of unions and/or branches to oblige officers of unions and 

branches to disclose material personal interests potentially affecting the discharge of their duties to the union 

and/or branch.    

Material Personal Interest: Under the required rules, officers will be required to disclose to the union or 

branch any material personal interest in a matter that relates to the affairs of the union or branch which the 

officer has or acquires or which a relative of the officer, broadly defined, has or acquires.  This information 

must then be disclosed to members. 

Payments to related parties and to a declared person or body: Under the requisite rules, a union and a branch 

must disclose to members each payment made to a related party of the union or branch and to a declared 

person or body of the union or branch.  The definition of related party is broad and includes specified relatives 

of the officer.  A declared person or body is an officer who has disclosed a material personal interest and the 

interest relates to or, is in, the person or body and the officer has not notified that the officer no longer has an 

interest. 

Management of conflict of interest: The FW(RO) Amendment Act does not include procedures, other than 

disclosure, aimed at the avoidance or removal of any conflict of interest. 

The content of the notion of conflict of interest 

Although the precise application of legal concepts of fiduciary duty to the obligations of union officers is 

unclear, the considerations which make up this duty are relevant.  The language used by the ACTU and unions 

to describe their obligations to members is consistent with this view.  It is also clear that the FW(RO) 

Amendment Act and the rules of unions establish that the officers occupy positions of trust which carry with 

them obligations, including the obligation not to have self-interest conflict with their duties.  Accordingly, 

fiduciary obligations under corporations law and superannuation fund governance are relevant. 

Corporations law 

The legal relationship between a director of a corporation and the corporation is a fiduciary relationship.   The 

fiduciary relationship obliges the director to act honestly and in good faith and to the best of the director’s 

ability in the corporation’s interests.  The corporation’s interests are paramount. 

A director must not place himself or herself in a position where there is actual or substantial possibility of 

conflict between a personal interest or duty owed elsewhere and a director’s duty to act in the best interests 

of the corporation unless the permission of the corporation is obtained:  
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The fiduciary duty of a director does not permit the director to enter into engagements in which he [or 

she] has or can have a personal interest conflicting  or which possibly may conflict with the interests of 

those whom he [or she] is bound to protect.20 

The possibility of conflict means a “real sensible possibility of conflict”.21 

Avoidance of Conflict: When in a position of conflict, a director must take steps to avoid or remove the 

conflict, principally by making a disclosure of a relevant interest, and by acting in a way that avoids the conflict.  

Section 191 of the Corporations Act 2001 obliges a director of a company “who has a material personal 

interest in the matter that relates to the affairs of the company” to give the other directors notice of the 

interest.  There are limited exceptions, notably including where the company is a proprietary company and the 

other directors are aware of the nature and extent of the interest and its relation to the affairs of the 

company.   

Section 195(5) requires a director of a public company not to vote and not to be present while the matter is 

being discussed 

The restriction does not apply if the relevant interest does not need to be disclosed under the limited 

exceptions under s.191. 

Material Personal Interest: The term “material personal interest” is not defined in the Corporations Act. 

Murray J in the Supreme Court of Western Australia in McGellin v Mount King Mining NL (1998) 144 FLR 288 

observed of the expression “material personal interest” in similar legislation: 

“Material” in this context, I think, means that the interest involves a relationship of some real substance to 

the matter under consideration or the contract or arrangement which is proposed.  In that way the nature 

of the interest should be seen to have a capacity to influence the vote of the particular director upon the 

decision to be made, … it seems to me not to matter that the nature of the interest may be described as 

direct or indirect, or vested … or contingent.  It is the substance of the interest, its nature and capacity to 

have an impact upon the ability of the director to discharge his or her fiduciary duty which will be 

important.22 (emphasis added) 

Superannuation Industry Standards  

The superannuation industry’s requirements are instructive. In March 2011 a joint document produced by the 

Industry Funds Forum and Australian Institute of Superannuation Trustees – a “Fund Governance Framework 

For Not-For-Profit Superannuation Funds Inaugural Edition – March 2011” (the Governance Framework), 

issued a governance model for Australian superannuation funds including in relation to conflict of interest.  

The trustees of superannuation funds are subject to the ordinary responsibilities of company directors and 

trustees as well as to industry specific legislation.The Governance Framework notes that trustee directors 

                                                           

 

20
 Aberdeen Rail Company v Blakie Brothers [1843-60] ALL ER Rep 249 per Lord Cranworth LC. 

21
 Boardman v Phipps [1967] 2 AC 46 at 124 per Lord Upjohn and; Black Magic Design Pty Ltd v Overbex [2011] FCA FC 24 (25 February 

2011) per Besanko J at 100-101 
22

 McGellin v Mount King Mining (1998) 144 FLR 288 at [304]. 
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should meet their legal obligations in relation to avoiding conflicts of interest and formulating internal policy 

that demonstrates the Board’s commitment to managing a potential conflict situation.   

Conflict of interest is also extended to perceptions:  

Perceptions are important in conflict situations and transparency is vital in managing perceptions of 

conflict.  The decisions of a board can be tainted if there is a reasonable perception that a director or 

officer, their family or close associates could benefit personally from decisions of the board. 

When a trustee director has a material personal interest in a matter that relates to the affairs of the fund 

which could create a potential conflict of interest, the issue is dealt with by disclosure: 

 the director should fully disclose and give details of the nature and extent of the material personal 

interest that raises the potential conflict of interest with respect to a director’s duties.  This should be 

done at a board meeting as soon as practicable after the director becomes aware of the interest in the 

matter; 

 the obligations of the director to disclose an interest is predicated on their honesty and ethics to 

present all relevant information to the board so that an informed decision can be made by the board 

on the matter.  If a director is in doubt whether they are in the position of conflict of interest, they 

may seek guidance from the Chair; 

 it is important that the director must not be present at a meeting of the board or a committee of the 

board while the matter is being considered.  With any known conflicts, it may also be inappropriate for 

the trustee director to receive the papers relevant to the material conflict.  They must not be present 

and vote on the matter unless the directors who do not have a material personal interest in the matter 

have resolved that the board is satisfied that the interest specified in the resolution should not 

disqualify the director from being present or being present and voting; 

 in the context of the policy and the material personal interest arises where a director or officer’s 

personal interest may be affected by a board’s decision on the matter.  Material personal interests are 

not limited to financial or pecuniary interest and can be an indirect or direct interest; 

 A director should assume they have a conflict of duty wherever there is a real, perceived or potential 

conflict between their duties to the fund and a duty to another organisation such as their sponsoring 

organisation, or the fund’s interest and the director’s interest. 

The board should disclose its policy for managing potential related-party transactions, any actual related-

party transactions and how those transactions are managed by the board.  The board should also disclose the 

means by which the relevant director or directors managed any conflict(s) of interest during the board’s 

consideration.  A related party includes: 

 a director’s spouse, de facto spouse, parent, child or spouse or de facto spouse of that person 

 an entity controlled by one or more of the above persons; 

 an entity that the director controls; 

 a standard employer sponsor or an associate of a standard employer sponsor; 
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 a person who acts in concert with anyone referred to above; and 

 a person who was a related party in the previous six months. 

Any board decisions about a related-party transaction should be made at arm’s-length and the resolution 

regarding the decision should be clearly documented and disclosed. 

Conflict Of Interest Policy and Practice –Example Superannuation Fund Policy 

An example of a comprehensive policy and good practice as to conflict of interests is that adopted by a  major 
industry superannuation fund.  It defines conflict of interest as follows:  

circumstances where some or all of the interests of an individual Director are inconsistent with, or 
diverge from, some or all of the interests of the Fund and its members, where a potential benefit or 
perceived benefit can be derived by the Director as a results of a decision taken by the Board. 

This includes actual, perceived or potential conflicts of interest.  The conflict of interest provisions also extend 
to persons that are associated with a Director or senior Manager. 

Identifying and monitoring conflicts of interests: Conflicts of interest must be identified in order to be 
managed.  This occurs during analysis of all risks of the Fund, when completing due diligence on new service 
providers and is addressed at every board meeting. 

Board interests:  All directors and the CEO are required to provide a list of interests to the board.  The interests 
may not be subject of any conflict but are provided for completeness.  Potential conflicts are identified.  
Directors and Executive Managers are required to disclose all interests or circumstances that may give rise to a 
conflict of interest upon their appointment. 

Outsourcing Arrangements: Service providers are required to declare i) during a tender process, ii) at the 
beginning of the relationship and iii) throughout the contracted period, any conflicts of interest that exist or 
arise during the provision of services. 

Board decision-making: The conflict of interest lists are updated at each board meeting.  Regular monitoring 
ensures the processes are always up to date.  If, on assessment, a conflict of interest is evident, the following 
process occurs: 

 the individual director declares such an interest and either: 

 believes it is a declaration; 

 abstains from participating in a decision and voting; 

 abstains from voting; 

 leaves the board meeting until the matter is finalized orhas the board papers withheld and does 
not participate in any discussion or voting. 

 The conflict of interests are recorded on the register which includes any actions taken to avoid or 
manage the conflict and whether legal advice has been obtained; 

Directors and the CEO are required to disclose the interest they and their partner, if applicable, have in each 
investment option in the Fund within specified bands. 

Outsourcing Arrangements: Where the trustee holds contracts with third parties, that it either has a 
relationship with or investment in, the trustee confirms that these organisations have been selected after 
appropriate due diligence and consideration and the terms and conditions of the contracts are not more 
favourable than they would be for any other company, i.e., they are on an arm’s-length basis.  . 
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Our general view 

As a general principle, elected union officers and union employees should act and be seen to act in the best 

interests of their union at all times.  A conflict of interest may arise when a decision-maker in an 

organisation does not or is unable to act in the best interests of the organisation with undivided loyalty, or 

when such may appear to be the case.   

Conflicts of interest are generally managed by: disclosure, control and avoidance. 

Each individual has an obligation to disclose any actual or potential conflict. Potential conflicts of interest 

may arise if a particular situation might: 

 Affect  the ability to act efficiently, honestly and fairly towards members 

 Compromise the quality of services provided to members 

 Lead members or regulators to ask “why weren’t we told of this situation?” 

 Adversely affect risk management practices 

 Cost members more than they would otherwise have had to pay for the same result 

 Increase operational costs above what is reasonably necessary  

 Cause a breach of duty or workplace policy 

 Cause a contractual dispute, or 

 Create a private profit or advantage arising from the individual’s position 

 Appear to do any of those things 

Where an actual or potential conflict of interest arises, this should be disclosed to the union as soon as 

possible. The parties involved should absent themselves from any discussion of the conflict of interest. 

There should also be a regular opportunity at meetings for the disclosure of conflicts of interest, and this 

should form part of a workplace policy that is made available to all staff.  

In addition, unions should consider maintaining a conflict of interest register, which should note: 

 The date a conflict was first reported; 

 The nature of the conflict; 

 Measures in place to deal with the conflict; and 

 Any other relevant information. 

Our conflict of interest recommendations elaborate on the disclosure obligations of unions and branches in 

the RO Amendment Act, establish mechanisms to manage conflicts through control and avoidance and are 

elements of the policies which unions and branches are required to implement under the FW(RO) 

Amendment Act in relation to expenditure and financial transparency. 

Employees: The terms “office” and “officer” are defined in the FW(RO) Amendment Act. The definitions 

appear to confine the meaning of these terms to elected positions.  It appears that the FW(RO) Amendment 
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Act does not require disclosure of interests by persons other than “officers” as defined.  However employees 

of a union or branch may have decision-making roles and responsibilities despite the fact that such 

employees have no voting rights.   

The obligations of officers under the rules should be extended to employees under their contracts of 

employment (or by the rules of the union or branch), reflecting the disclosure of interest amendments in the 

FW(RO) Amendment Act and policy in relation to the management of disclosure of interests. 

Disclosure of Personal Interests 

Officers and also employees of a union or branch and employees of a union or branch who have decision 

making roles and responsibilities should be required to disclose to the most senior officers of the union and 

branch (as appropriate) all material personal interests, including those of relatives.   This adds to what is 

required under the FW(RO) Amendment Act disclosure requirements in relation to decision-making 

employees.  

Register of Interests 

Disclosure of material personal interests, including those of relatives of officers and relevant employees, by 

officers of a union or branch and employees of a union or branch with decision making roles and 

responsibilities should be an initial item on the agenda of each meeting of a management body of the union 

or branch reviewed at that meeting and the register of interests should be updated to include any changes 

arising from disclosure.  The register should be available for inspection by members on written request. 

Hospitality and gifts 

As noted in Chapter 7 unions should have a clear policy on the acceptance of hospitality and gifts and, if 

accepted, the declaration and reporting of hospitality and gifts received.   

Decision Making – Conflict of Interest 

The officer (or relevant employee) should not be present at or participate in any discussions relating to or 

vote on a matter in which the officer (or relevant employee) has a material personal interest, including but 

not limited to the tendering for services, procurement and outsourcing of services by the union or branch.    

Decision Making – Employment/Engagement 

An officer of a union or branch and an employee of a union or branch who has decision making roles and 

responsibilities should not participate in any decisions of the union or the branch in relation to the officer’s 

or employee’s employment or engagement with the union or branch. An exception may be made where this 

is manifestly and genuinely impracticable - for example fixing a committee’s own remuneration - in which 

case a genuinely independent and senior outsider should certify the propriety of the proposed step.  A 

further exception would be where the law requires otherwise, e.g. as to a committee of management 

setting its own re-election in train. 

Further, an officer of a union or branch and an employee of a union or branch with decision making roles 

and responsibilities should not participate in any decisions of the union or branch concerning a related party 
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of the officer or employee in relation to the related party's employment or engagement with the union or 

branch. 

Note: Avoidance of conflict of interest by requiring officers not to participate/vote in relation to the matter in 

which the officer has a material personal interest may require amendment to a union's rules where those rules 

require officials (full time and honorary) to attend and be present and/or vote at meetings.   

Any financial arrangement including employment or a contract for services with a related party of any 

officer or decision-making employee should be disclosed to the union and its members. 

Outsourcing Arrangements, Procurement and Tendering 

Service providers engaged by a union or branch should be required to declare at three points – during a 

tender process, at the beginning of the service relationship and throughout the contracted period - any 

conflicts of interest that exist or arise during the provision of services to the union or branch.  The disclosure 

should be maintained on a register reviewed at each meeting of the management committee of the union or 

branch and updated to include any changes.   

Recommendations 

Recommendation 8: Conflicts of interest  

Unions should adopt a comprehensive policy dealing with any actual or potential conflicts of interest, and the 

management of conflicts of interest by disclosure, control and avoidance. The policy should: 

(a.) Provide that where an actual or potential conflict of interest arises, this should be disclosed to the 

union as soon as possible and to members as part of the union’s regular annual report;  

(b.) Provide that officers and employees who have decision-making roles and responsibilities be 

required to disclose all material personal interests which might reasonably be seen as capable of 

raising a conflict of interest;   

(c.) Ensure that there is a regular opportunity at meetings for the disclosure of conflicts of interest, 

and that this forms part of a workplace policy that is made available to all staff;  

(d.) Maintain a register of material interests (including those of relatives of officers and decision-

making employees) and update this on a regular basis (for example, by reviewing it at each 

meeting of the management committee), to include any changes arising from disclosure; the 

register should be available for inspection by members on written request; 

(e.) Provide (and if need be, alter any inconsistent rules of the union accordingly) that persons with a 

conflict or potential conflict absent themselves from any discussion or vote concerning the matter 

in question.  There will be some narrow exceptions from this, where such a provision would be 

manifestly impracticable - for example fixing a committee’s own remuneration, in which case the 

committee should seek appropriate independent advice, or where the law requires a governing 

body to make decisions, such as in connection with elections that might necessarily affect that 

body’s members) ; 
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(f.) Provide that an officer or an employee who has decision-making roles and responsibilities should 

not participate in any decisions concerning the employment or engagement of a related party 

(such as a family member); and 

(g.) Ensure that service providers engaged by a union or branch should be required to declare, during a 

tender process, at the beginning of the service relationship and throughout the contracted period, 

any actual or potential conflicts of interest that exist or arise. 
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Chapter 10. General Code of Conduct 
Many organisations of different kinds, including a number of unions here and in North America, have found 

it useful to develop a code (or codes) of conduct to act as an aspirational target, a guide and/or a point of 

reference for their leaders and staff generally.  We think it would be a useful step for unions in general to 

follow this practice. 

The Panel received a number of submissions from unions which had developed some guide to ethical practice, 

often containing guidance on a wide range of expected behaviours, such as the union’s approach to sexual 

harassment, workplace bullying and/or serious misconduct. In some instances these expectations were 

labelled an official code of conduct, whereas in other unions they are codified within a procedures manual or 

similar.  

 Regardless of the terminology used, unions should, if they have not already done so, explicitly develop such 

a code or alternatively, incorporate ethical principles and guidelines into existing policies. Unions opposed 

to this should, at least, formulate and communicate to their members their policy objections to so doing.  

 It will hardly be necessary to remind unions of the misuse to which codes of conduct are sometimes put in 

employment situations, for example dredging up a provision in an over-specific code amounting to a counsel 

of perfection to belabour an employee who has been following some de facto accepted practice not in 

accordance with the code.  The code should be seen in all cases as a realistic, ethical guide.  If a union wishes 

to make non-compliance with the code a disciplinary matter, it should say so.  Obviously staff should be 

consulted in the formulation of the code. 

In unions the role of elected officers and union staff generally is to represent and act in the interests of the 

members. This has implications for the direction of accountability. Unlike a private or publicly listed company, 

the officers of a union are not accountable to a board or shareholders respectively. Rather, accountability is 

downwards to the members.  

This means, for example, that in addition to the provisions included in most codes of conduct (for example 

those used in the private sector), a union’s code of conduct should also reflect the democratic principles and 

values of collectivism that inform the role and responsibilities of union officers vis-à-vis union members. One 

union has a code that states: 

[The union] can only be effective if the membership and potential members know that 

the union truly belongs to them. Workers are proud to be part of an organisation that 

values and respects them and treats them as equals. As such, the behaviour and 

conduct of Officers and Officers is critical to the success of the Union and the 

maintenance of members’ trust and support… 

…Officers and officers have a responsibility and duty to behave in a disciplined way at 

meetings by ensuring that democratic procedures are applied and that people and 

their ideas are treated with respect.  

And:  
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Every office and managerial employee, whether elected or appointed, has a high 

fiduciary duty and sacred trust to serve the best interests of the members honestly 

and faithfully.  

The intended accountability of officers to members in a union is not inconsistent with the principles of a code 

of conduct used in organisations other than unions. Rather, the point is that the lines of accountability need 

to be particular to the purpose and values of unions; and this can and should be reflected accordingly in a 

code of conduct.   

Examples 

In developing or updating a code of conduct, there are a number of examples from both the profit and non-

profit sector that unions can draw on and adapt, including the code of conduct that all members of the 

Australian Institute of Company Directors are required to uphold, the mandatory Australian Public Service 

Values and Code of Conduct, or those developed by industry superannuation funds such as First Super.  

The Australian Institute of Company Directors  

This Institute has developed a code of conduct, which all members are expected to comply with.23 The code of 

conduct provides guidelines on: 

 Acting honestly and in good faith  

 Using care and diligence 

 Acting in the best interests of the company and where appropriate, in the interests of other 

stakeholders of the company 

 Proper and improper use of information or position 

 Management of conflicts of interest 

 Acting independently 

 Maintaining confidentiality 

 Conduct and behaviour 

 Compliance with the spirit and letter of the law 

Australian public sector 

Public sector employees are regulated by the Public Service Act 1999 (Cth). The Public Service Act contains the 

APS Values and Code of Conduct24. These are not merely aspirational; they are mandatory requirements of 

employment, with breaches liable to sanctions ranging from a reprimand to termination of employment. The 

APS Values and Code of Conduct are monitored by the Public Service Commissioner.  

The APS Code of Conduct provides guidance as to: 

                                                           

 

23
http://www.companydirectors.com.au/General/Header/About-

Us/~/media/Resources/About%20us/About%20us%20PDF/Code%20of%20Conduct%20September%202005.ashx  
24

 http://www.apsc.gov.au/aps-employment-policy-and-advice/aps-values-and-code-of-conduct 

http://www.comlaw.gov.au/ComLaw/Management.nsf/current/bytitle/2B1A7B9F7929EE9DCA256F71000717D7?OpenDocument&VIEW=compilations
http://www.companydirectors.com.au/General/Header/About-Us/~/media/Resources/About%20us/About%20us%20PDF/Code%20of%20Conduct%20September%202005.ashx
http://www.companydirectors.com.au/General/Header/About-Us/~/media/Resources/About%20us/About%20us%20PDF/Code%20of%20Conduct%20September%202005.ashx
http://www.apsc.gov.au/aps-employment-policy-and-advice/aps-values-and-code-of-conduct
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 Integrity and honesty 

 Respect and courtesy 

 Care and diligence 

 Compliance with Australian law 

 Compliance with reasonable directions 

 Confidentiality 

 Disclosure and avoidance of conflicts of interest 

 Improper use of position or information 

 Upholding the stated APS Values 

 Behaviour while on duty overseas 

 Compliance with other codes of conduct prescribed by regulations 

Australian parliaments 

There is currently no code of conduct for members of federal parliament.  

The NSW, Victorian and Queensland state parliaments have adopted codes of conduct for MPs. The NSW code 

of conduct is a two-page document with a mixture of broad principles and more directive statements around 

bribery and conflicts of interest. It is reviewed every four years by an ethics committee that also has power to 

investigate any alleged breaches. There is also an ethics adviser available to give confidential advice on 

potential breaches of the code of conduct.  The Queensland code of conduct contains provisions for a register 

of interests. It also contains a statement of fundamental principles. The Victorian legislation provides for a 

code of conduct and register of interests, and focuses on potential conflict of interest matters. 

Commonwealth Ministers and Parliamentary Secretaries are governed by the Australian Government 

Standards of Ministerial Ethics, released by the present government in 2007 and revisited in 2010.25 Ministers 

must declare and register their personal interests, including but not limited to pecuniary interests, as required 

by the Parliament from time to time. Ministers must also comply with any additional requirements for 

declarations of interests to the Prime Minister as may be determined by the Prime Minister, and notify the 

Prime Minister of any significant change in their private interests within twenty-eight days of its occurrence.  

Ministerial Staff.26 This Code of Conduct applies to all staff, including electorate officers, employed by a 

Minister or Parliamentary Secretary.  It provides guidance on: 

 Behaving with honesty and integrity 

 Acting with care and diligence 

 Divestment of private interests 

 Conflicts of interest  

 Gifts and hospitality 

                                                           

 

25
  http://www.dpmc.gov.au/guidelines/docs/ministerial_ethics.pdf  

26
 http://www.smos.gov.au/media/code_of_conduct.html 

http://www.dpmc.gov.au/guidelines/docs/ministerial_ethics.pdf
http://www.smos.gov.au/media/code_of_conduct.html
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 Outside employment 

 Interactions with APS staff 

 Overseas travel 

 Abiding by the APS Values and Code of Conduct 

 Use of Commonwealth resources 

 Communications between the Minister and Department 

 Confidentiality 

 Compliance with relevant laws, codes of conduct and lawful direction 

 Truthfulness of information 

Specific sanctions are not specified for breaches of the code of conduct – however, sanctions may be imposed 

by the Prime Minister’s Chief of Staff, in consultation with the relevant minister.   

Superannuation Industry 

The Australian Institute of Superannuation Trustees is a professional association for trustee directors and staff 

of superannuation funds. The AIST has established a Trustee Governance and Professional Standards 

Department through which it provides advice on governance standards to superannuation trustees. As part of 

this, it has developed the AIST Fund Governance Framework for Not-for-profit Superannuation Funds, which 

provides some useful information and recommendations on governance matters27. 

 The AIST recommends documenting the scope of the board’s responsibilities in writing as part of a board 

charter. It also suggests that funds develop policy documents to inform the board and others of their 

responsibilities, including, but not limited to: 

 A board responsibility and expectations policy 

 A trustee charter and code of conduct 

 Fitness and propriety standards 

 A conflicts of interest policy 

 Induction and ongoing training policies 

 Delegation and outsourcing policies 

 Board performance evaluation policy 

 Committee terms of reference 

 A whistleblowing policy 

 These examples and existing codes in some unions can give guidance and help.  In any case, the ACTU 

could develop a model code for use or adaptation by affiliates. 

                                                           

 

27
 http://www.aist.asn.au/media/60298/aist_fund_gov_framework.pdf  

http://www.aist.asn.au/media/60298/aist_fund_gov_framework.pdf
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Chapter 11. Members’ Oversight, Queries & Grievances 
Individual members have a right to effective connection and communication with their union and to be able 

to take an informed approach to exercising, along with others, their right to participation in and collective 

control of the union. Indeed, members with questions about the union’s finances should be able to raise 

these with the Finance Committee, and if not satisfied with the responses (or if no finance committee has 

been created), with the governing body. 

Especially in circumstances of “winner takes all” elections, governing bodies of unions can occasionally be shy, 

for various reasons, of querying union leaders.   Accordingly, effective procedures for individual members to 

raise queries and have complaints about the way they feel the union has treated them are important for the 

rights of individual members and for the health, integrity and probity of the union and/or its branches.  

Union members have a number of different ways they can air their grievances. Each union has its own 

processes for handling disputes, which is often outlined in the union’s rules. 

Member contact 

The first point of contact for many union members is through their delegate or organiser. In addition, many 

unions have their own contact centre where members can call the union directly for advice. Smaller unions 

may not have their own contact centre and can then rely on the ACTU Call Centre as a contact point for 

members.  

Complaints handling  

Where union members have a complaint about their union, there is a number of different steps they can 

follow. 

The first point of contact is often through a regional or state administrative committee, or a regional or state 

council. Many unions also have national councils or national conferences with whom a member can take up a 

complaint if there has been no satisfactory response at the state level.  

Unions often, and in principle reasonably, have restrictions on the time frame in which a complaint should be 

dealt with.  

There are also procedural justice issues, whereby an accused member or officer should be given a copy of the 

accusation and allowed to supply a written rebuttal. Unions should allow members to appear before them or 

should request written responses to questions. There may also be procedures in place to discourage members 

from knowingly making false accusations. 

In addition to unions having existing provisions under their rules to deal with grievances and disputes, union 

members have statutory rights to seek orders of the Federal Court in relation to compliance with the rules and 

to quash unjust rules.  However taking legal action involves publicising internal disputes, and the stress and 

formality (and, in some but not all such cases, legal costs) of litigation.  
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Appeals and external review  

All of this may nevertheless not suffice to assure the reality and appearance of the member’s grievance 

having been fairly and adequately dealt with  

Unions should ensure that their union has in place an appeals process for instances where members are 

unhappy about how their grievance has been handled.  If they have not already, unions should consider 

establishing external review boards as an appropriate way to deal with member appeals. This should give 

members confidence that their grievance will be independently reviewed and safeguard ethical standards 

within the union.  

Members of the review board could be appointed for a term, and should comprise persons who are not 

members of the union in question, in order to maintain their independence. An external review board 

would act as a final avenue for appeal after all other options are exhausted, and may also consider other 

complaints if they are unable to be resolved within a given time frame. In addition, unions may wish to 

consider a role for an external review board to hear complaints about alleged violations of the union’s code 

of conduct, as well as internal breaches of workplace policies if necessary. Finally, the external review board 

may also make recommendations regarding changes to union policies or procedures.  

It would add to the authenticity of the process if the ACTU had a role in the complaints handling process. For 

example, unions might request the ACTU to nominate potential candidates for their review Panel.  

Example 

One of the unions from which the Panel received a submission provides for an External Review Board to 

independent review member complaints in cases where the normal avenues fail to provide a satisfactory 

response. According to this union: 

The External Review Board acts as an independent review body to safeguard ethical standards within the 
Union. It consists of a Chairperson and up to five other members of good repute who are not eligible to be 
members of the [union]. They are appointed for two three-year terms following a nominations process at 
National Conference and an election process if there are more nominations received than positions. Casual 
vacancies may be filled from a list provided by the remaining members of the External Review Board. The 
Board is remunerated through sitting fees and for all travel and accommodation expenses.  Any member 
of a union, including an elected official, may apply to the External Review Board after exhausting their 
other options for appeal. The National Council may also refer an appeal that hasn’t been completed. The 
Board can hear complaints about alleged violations of the [union’s] Ethical Practices Code, but cannot 
determine any matters regarding enterprise bargaining policy unless there is an allegation of fraud or 
collusion. Moreover, the Panel can only hear issues on employment conditions or dismissal if it involves an 
allegation of bullying, violence, harassment or gross misconduct by an elected official. Once the Board 
makes a decision, it is subject to confirmation by National Council and can be referred to National 
Conference for a final decision if rejected by National Council. The Board may also write to advise the 
National Secretary of any union policies or procedures that may require revision at the conclusion of a 
matter. 

 

Such an example may prove instructive for other unions wishing to establish a similar procedure within their 

own organisations. 



   

   

  [63] 

Recommendations 

Members’ oversight, queries and grievances  

Members with questions about the union’s finances should be encouraged to raise these with the finance 

committee, and if not satisfied with the responses (or if no finance committee has been established) with the 

governing body. 

In order to ensure that there are effective procedures for individual members to raise queries and complaints, 

unions should: 

(a.) Have in place a well-advertised process to deal with instances where members are unhappy about 

the way a complaint or grievance has been handled; 

(b.) Ensure that there is an effective appeals process, to the appropriate governing body of the union, 

and consider whether there should also be an independent review panel as a final avenue for 

redress;  

(c.) Consider including alleged breaches of the union’s policies and the ability to make 

recommendations regarding changes to union policies or procedures  in the remit of any review 

panel; 

(d.) Consider inviting the ACTU to nominate potential candidates for the review panel. 
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Chapter 12. Broader Aspects of Governance  
The 2012 ACTU Congress endorsed the importance of good governance. In interpreting this, we have given 

primacy to arrangements intended to assure the integrity and honesty of unions’ and their leaders’ actions, 

but, as we have indicated, good governance can and should be much more than this minimum. 

Good governance involves not only effective application of sound structures, concepts and practices to 

every aspect of organisational life, including compliance with all laws and ethical standards, but as well, 

pursuit and achievement of the basic purpose and the current objectives of the organisation. 

Whereas much of the rest of this report is focussed on ethical standards and legal compliance, such as in 

financial management, this following section suggests that unions may have lessons to learn from 

management studies as to best practice in leadership and managing unions.  

We propose in particular that the leadership and management aspects of good governance include for every 

union, just as they should for most other types of organisation: 

1. Having a statement of purpose (sometimes called a mission or vision statement), including core values/ 

beliefs and objectives, for the organisation that is realistic and reflects current circumstances and 

realistically achievable aims. This statement of purpose should be created on the basis of consultation 

with stakeholders, principally members and officers and employees of the union. It is for use in setting 

overall direction, guiding actions and strategies and for setting priorities and trade-offs across the 

organisation. Without such a statement of purpose in place, a union (or any other organisation) is at risk 

of being like a ship with neither a rudder nor a compass. It may bob about and be overly influenced by 

even small outside or current forces, without solid and robust ability to shape its own destiny and pursue 

and achieve its own goals. The statement of purpose signals the long term aim of the union. It should best 

be explicit to avoid ambiguity and assumptions by stakeholders that are inaccurate, and once explicit and 

published, it can be seen by all as a guiding beacon and can increase accountability (for its delivery). 

2. Establishing a set of strategies. These strategies can be high level to begin with but must also be broken 

down to implementable pieces. It is not unusual to have about 5 key strategies (not 25), which must 

collectively be capable of delivering overall achievement of the statement of purpose of the 

organisation.  

Strategies articulate how the organisation will develop and fit its capabilities to the environment in which 

it exists, in order to achieve high level objectives. Strategies should be concerned with the longer term, 

relatively big picture, and be able to focus and prioritise commitments of resources and actions. Strategies 

can be concerned with external matters surrounding the union, and also internal matters.  

Strategies should normally be formulated by senior leaders, in consultation with staff and other 

stakeholders (especially union members). Senior leaders are ultimately accountable for the articulation 

of strategies, their communication throughout the organisation and to stakeholder groups, and for the 

achievement of those strategies and their outcomes. 

3. Statements of objectives for the union. These specify and answer the core question about the outcomes 

of the union’s activities. They ensure that the strategies that direct its resources are correctly aimed. 
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They should be clearly linked to each strategy. It may be that objectives can also include behavioural 

and ethical standards, or else these can be separately stated and managed, from performance 

objectives. Performance objectives should clearly specify outcomes for important stakeholders, 

especially a union’s members. 

4. Operational process definitions. The operations of the union, including its staff, assets, facilities, and 

financial reserves should be defined and planned. The operations are decided upon and stated in order to 

enact the strategies and deliver the outcome objectives. Operations are best developed on a specific and 

planned basis, rather than in an ad hoc manner.  

Operations are of two main types, firstly the ongoing processes of the organisation, in which for example 

union members needs can be serviced, fees collected and accounted for, industrial issues dealt with, etc. A 

second type of activity is that of specific strategy implementation in order to change and improve the 

union and its outcomes. These are best organised as formal projects of the union, using the ‘project 

management’ approach of specifying budget, timeline and outcome goals, with accountabilities given to 

key people for their delivery. These operations include management of and operating to annual plans.  

5. Performance measurement and reporting. Sound governance of unions means the inclusion of regular 

measurement and reporting, against specific objectives.  These measures should be of operating 

performance, service levels, quality, member satisfaction, progress in achievement of strategies (against 

plan), financial performance (against budget), and whatever else might be the union’s objectives.  

Reporting should be explicit and formal and reports should be available widely to members. 

6. Job descriptions and performance management for all staff. All officers and employees should each have 

a formal, realistic and current job description and set of objectives, with these objectives being deduced 

from the union’s overall objectives and strategies. Staff are then directed to achieve their objectives.  An 

appropriate accountability system should be in place.  

When the staff objectives are all tightly connected to the overall union objectives, which are linked to the 

strategies, which in turn enact the delivery of the high level ‘statement of purpose’, directing and guiding the 

activities and the staff performance management,  then the system of ‘best practice’ governance is a 

completed closed loop system. The diagram shows this set of relationships. In order to achieve a high standard 

of governance and ‘best practice’, all these elements need to be openly and transparently specified and 

accounted for.  



   

   

  [66] 

 

 

We note that a range of unions and branches have in place sophisticated planning processes which apply the 

elements set out above.   

There are other aspects of unions’ governance where management studies can be adapted for use by 

unions. Examples are succession planning for critical roles, and ensuring that governing bodies have 

members with an appropriate mix of experience, lengthy corporate memory and fresh ideas and 

perspectives, and are representative of the membership, including in relation to gender and ethnic 

background.     

The example of succession planning immediately indicates the necessity for sensitive and appropriate 

application of precepts more readily achievable elsewhere.  Active and effective union officers may, by their 

union service, acquire the mark of Cain in relation to the industries from which they came.  Officers are to be 

elected rather than appointed.  There may be hot, politically charged conflicts to be reconciled.  But such 

factors do not mean that unions cannot learn from governance experience and studies in other types of 

organisations.  Many unions have so learned.   

Another example is monitoring, by formal and anonymous surveys, union members’ satisfaction with the 

organisation, with the intention of improving performance and satisfaction levels. 

We recommend that the ACTU give attention to ensuring that there is a concise flow of apparently useful 

information drawn from management studies to affiliates.  Unions need to accept that attending to 

governance is a continuing process, not a one-time event. 
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Recommendation 

Broader aspects of good governance 

Unions should recognise that strategic planning, the development of strategies and accountability are 

important aspects, and accordingly unions should: 

(a.) Have a statement of purpose for the organisation that is realistic and reflects current 

circumstances and achievable aims;  

(b.) Define and plan the operations of the union, including its staff, assets, facilities, and financial 

reserves; 

(c.) Establish a set of implementable strategies for achieving the statement of purpose of the 

organisation, formulated by senior leaders in consultation with staff and union members;  

(d.) Develop a statement of objectives clearly linked to each strategy that enables the union to 

measure and specify the intended outcomes; 

(e.) Establish internal reporting mechanisms and benchmarks for reporting against the objectives; and 

(f.) Report to governing bodies and members in relation to the implementation of the plan. 
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Chapter 13. Training – Standards and Programs 
Training and education activities are widely recognised as an important way for unions to adapt to major 

organisational and economic changes affecting the union movement.  Research into the training provided by 

the ACTU’s Education and Campaign Centre (now called the Organising Centre) suggested that training can 

provide unions with clarity of purpose and values, encourage resilience, and provide new options to manage 

current or future problems.28  

In order to be most effective, union training should be tailored to institutional needs and should include 

follow-up and evaluation.  The researchers recommended that union education should be expanded beyond 

training courses to encompass other learning and development activities, including mentoring, fostering 

communities of practice, leadership development, the use of new technologies, and more personalised small 

group learning.   

In addition, training of officers and elected representatives can equip them to monitor union leaders’ 
performance and deal with any issues that may arise. 

The ACTU conducts training in union governance and financial procedures. The ACTU’s Organising Centre runs 

a three week union management course which includes training on financial reporting and governance and 

operational procedures. This is mainly attended by union secretaries or assistant secretaries who are usually 

new to their role. In addition, the ACTU runs an Organising Conference every three years, and annual training 

for Industrial Officers and OHS Officers.  

The recent amendments to the Fair Work (Registered Organisations) Act require officers of unions (and 

branches) whose duties relate to financial management to undergo approved and relevant financial training. 

This training should take place within six months of coming to office. Training courses must be approved by 

the General Manager of the Fair Work Commission, with peak councils and unions among those who will be 

qualified to deliver the training. 

These legislative amendments are a welcome first step to clarifying training standards for unions, but it is 

the Panel’s view that financial and governance training along with training in related matters should also be 

provided to people on committees of management as well as staff involved in administration or financial 

operations.  There could be several levels of training, with separate courses offered to senior staff and less 

senior staff, including officers, committee members, administrative or payroll staff, and delegates.  

In addition, the training should cover a broader curriculum than the minimum required by FWC, and as a 

minimum, should include more general union governance issues such as: 

 Democracy within unions 

 Leadership roles and development 

 Strategic planning 
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 Staffing policies and management – recruitment, induction, job descriptions, development, 

performance management etc. 

 Grievance handling 

 Codes of conduct 

Training could be offered through online modules, not just face-to-face.  An online course would be easy and 

inexpensive to distribute, and could include a test at the end which each person must pass to complete the 

course.  

Of course, not all unions have sufficient online resources to run an online course, and therefore these unions 

would require separate arrangements. In the longer term, if there is a demand, it may be worthwhile to 

develop and offer an online course (perhaps with formal accreditation under the Australian Qualifications 

Framework) in union governance which could be added to the scope of the ACTU’s Organising Centre. 

Recommendations 

 The ACTU develop additional training materials on governance matters, and provide further training 
on union governance 
 

 All staff, delegates, committee members and officers should receive training appropriate to their 
level of responsibility 
 

 Online training should be developed by individual unions and/or the ACTU  
 

 References to ‘the ACTU’ are generally meant to embrace the ACTU acting, as far as possible and 
appropriate, in harmony with state TLCs 
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Chapter 14. Fostering Adoption of Best Practice, Assistance 

& Implementation 
 

The role of the ACTU, TLCs, National Offices and Branches  

There is a strong case for the ACTU to take on additional responsibilities to help support unions, and it 

should put additional resources into encouraging unions to comply with good governance principles.   

Some unions are further advanced than others in this area.  Some, by reason of size, traditions or culture, 

could benefit from expert help.  A clearing house can enable even the best governed to remain up to the 

current mark.  Centralization of expertise as to matters of governance is likely to be both efficient and cheaper 

than the acquisition or maintenance of it by many individual unions.   

As the HSU affair shows, unfortunate practices in one union can lead to abuses which greatly harm all 

unions.  Collective responsibility is visited by others on the entire union movement.  It makes sense for the 

union movement to continue to respond collectively and for individual unions, however blameless and 

admirably run, to look to continuous improvement of prudential practices.  To the extent that the union 

movement collectively can voluntarily take effective steps to ensure, so far as possible, that all individual 

unions’ houses  are in order,  the case for the future expenditure of public funds on external, bureaucratic 

and/or legally coercive mechanisms is substantially weakened.    

We think that this centralized aid is best primarily furnished at national ACTU level rather than by State-

based Trades and Labour Councils.  The reasons for this are:  1) the opprobrium for the union movement 

created by events such as the HSU revelations does not stop at State borders,  2) it is and likely will be national 

legislative standards that will be advocated and/or imposed, and  3) there is nothing in local industrial relations 

environments that furnishes any principled differentiation in best practice governance standards for unions or, 

in the modern age, any such differentiation in relevant governance practices. 

This expanded role for the ACTU may initially be in the form of providing guidance for unions on model rules 

that they can adapt to their needs.  

One possible suggestion would be to establish a small unit of suitably qualified staff at the ACTU, which would 

assist and measure adoption of best practice governance by unions. This unit could advise unions on good 

governance and monitor and publicise developments/progress in these matters, acting to encourage improved 

actions and outcomes. It could provide confidential, independent reviews for unions of their practices relative 

to good governance as proposed in this Report.  It could also develop templates of different suggested policies 

and procedures for unions of varying size and structure.  Likewise, governance checklists for use by 

committees of management would usefully enlarge the scope for members’ scrutiny of their union’s 

performance. 

Alternatively, unions could be involved in self-reporting, with the ACTU providing a facilitative role as a 

consultant. The governance unit could work with unions to improve their governance standards. The ACTU 

could also establish a small governance advisory Panel, consisting of well-respected and experienced people.  
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However it is done, the ACTU should develop model rules, which would be subject to a consultative review 

process to aid in the uptake of them or other equally efficacious provisions 

There may perhaps be some sensitivity among unions about meeting governance standards espoused by the 

ACTU.  Practically, it may be that any unions more at-risk might feel some difficulty in approaching the ACTU 

with their concerns.   

Just as various professional organisations assist practitioners in relation to standards, the ACTU might fill a 

similar role in relation to affiliated unions. In addition to the development of best-practice materials, this could 

take the form of appropriately qualified ACTU staff or nominees conducting or assisting in internal reviews (a 

process that has occurred in the past).  

There should also be further information in each union’s annual report, outlining how governance principles 

have been implemented in practice. This should include information about which policies have been followed, 

and any breaches of policy.  

Another suggestion raised was to commission an audit firm to develop a plan as to auditing unions’ 

governance and operations functions.   We are inclined to favour ACTU-developed ‘auditing’ tools for use by 

unions in this regard because of considerations of cost, sensitivity and readily available expertise. 

 In addition, the ACTU should provide unions with ongoing support and guidance on strategic planning and 

governance issues. This may entail having an in-house expert facility to assist unions, for example, by setting 

up a cell of 1-2 people whose role would be to advise unions on governance issues.  They could develop a 

handbook and example policies and procedures using, among other sources, some of the materials and 

submissions received as part of this inquiry. 

There could also be a follow-up review in approximately 18 months to see which unions have made or 

confirmed adequate changes and check on compliance that way. The ACTU could also run an annual event, 

such as a conference, to discuss governance issues. This could act as a trigger point to keep track of such 

issues.  

There should, in any case, be a considered response to this report by the ACTU and affiliated unions 

including, we hope, endorsement of its recommendations.  We envisage that a work program and time-table 

of a ‘roll-out’ would be developed by the ACTU in consultation with unions, to ensure that union officers and 

relevant staff across the movement are aware of the recommendations.  

If all else fails, the ACTU Constitution authorizes the Executive to “derecognize” or suspend an affiliate, since it 

has power to recognize an affiliate.  The ACTU rightly reserves disaffiliation for serious breaches, but all 

unions must continue to face up to the reality revealed by the HSU affair that no union is an island, entire 

unto itself and free from the taint that poor conduct in one union can spread to all other unions.  

It should go without saying that the ACTU will not be able to fill the additional roles here suggested for it 

without further material support.  We have been impressed with the efficiency and capacity of the ACTU 

officers and staff who have capably and sensitively helped us.  Judged by what we have experienced, 

additional resources for the ACTU are likely to be efficiently and effectively used. 
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Unions should provide further information on the implementation of their governance standards in their 

annual report, and make this readily available to members 

Affiliated unions should accept that the ACTU will not be able to  fulfil the additional roles proposed for it 

without further material support, and commit to supply additional financial resources. 

The ACTU should consult with TLCs on these recommendations. There might be a particular role for TLCs in 

relation to unions which are solely state-registered. 

Recommendations 

Development of best practice materials 

In consultation with affiliates, the ACTU should develop (including with the assistance of appropriate third 

parties) and distribute the following materials as a template for unions to adopt or adapt to their 

organisational needs: 

(a.) Example codes of conduct for union staff, committee members and officers; 

(b.) A best practice governance and financial management handbook; 

(c.) Example policies and procedures as recommended above;  

(d.) Model rules for affiliates to incorporate into their rules. 

(e.) Training materials on governance matters. (The ACTU should also provide further training on union 

governance to affiliates, including online training modules where appropriate). 

Other aspects of implementation  

The ACTU should establish the following mechanisms to deal with the matters raised in this report: 

(a.) An implementation committee to guide its response to these recommendations and to assist in 

consultation with affiliates and TLCs; 

(b.) A governance advisory panel consisting of well-respected and knowledgeable people with 

experience in relation to registered organisations, accounting and other relevant fields; 

(c.) An in-house capacity to provide confidential guidance on governance matters and strategic 

planning; and/or 

(d.) An appropriate regular forum to discuss union governance issues. 
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APPENDIX 1  ACTU Congress Resolution 

 

 

Wednesday, 16 May 2012 

 

Union Governance 
 

Introduction 

 

1. Workers form and join unions to have a voice for their interests and to secure a fair reward 

for their work. Unions are democratic and accountable organisations run by and for their 

members.  Unions are dedicated to representing and advocating for working Australians, 

and the people who work for unions are motivated by values of fairness and collective 

responsibility. 

2. The central obligation of all union officials, and the one that prevails over all others, is to 

serve the interests of their members. This is particularly true of elected officials who are 

entrusted with the management of members’ funds. 

3. Congress notes that Australian unions are subject to the multiple layers of regulation 

(enacted by the Coalition) including onerous reporting requirements far in excess of that 

required for companies. 

4. The Australian union movement has zero tolerance for corruption or the misuse of 

members’ funds or for maladministration of union affairs.  Congress is absolutely 

committed to the transparent and accountable use of members’ funds. 

5. Australian unions have been at the forefront of campaigns for improved standards of 

governance, transparency and accountability in the corporate world and in public life. 

6. Congress believes that members can have confidence in the way the affairs of their unions 

are managed.  Unions accept our obligation to meet, and be seen to meet, the highest 

standards of internal governance. Congress notes that in addition to legal requirements, 

unions have extensive policies & procedures in place to dealing with governance and 

financial management, and that ACTU courses for union leaders includes material on 

these subjects.  

7. Consistent with ILO standards, Congress supports regulation of unions which are designed 

to promote the autonomy and independence of member-controlled unions and provide for 

good governance. 
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8. Congress notes and endorses the decision of the Executive on 5 April 2012 to suspend the 

recognition of the HSU as an affiliated union.  In particular, Congress endorses the 

decision “to continue to provide services and support to members of the HSU and give 

encouragement and assistance to all those officials, delegates and members who are 

dedicated to a strong, democratic and accountable HSU” and the resolution that no HSU 

member be disadvantaged. 

 

Best Practice Union Governance in the 21st Century  

 

9. In order to benchmark existing arrangements and give guidance to unions for the future, 

Congress endorses the establishment of an independent Panel to consider and report on 

best practice standards of governance for Australian unions in the 21st century.  

10. The panel members will be:  

(Chair) The Hon. Rod Madgwick - Former Judge of the Federal Court of Australia  

Professor Danny Samson - Melbourne University Department of Management  

Ms. Judith Bornstein, Victorian Bar  

Mr. Graeme Russell, CEO First Super  

Executive Officer: Assistant Secretary Tim Lyons  

11. Without limiting its work the panel will consider the experience of national unions and 

branches in the current regulatory environment and existing governance standards and 

may make recommendations on the following: 

a. Comparative good governance standards in the Australian not-for profit / NGO 

sectors (and where relevant corporate Australia) and Global standards of trade 

union governance; 

b. Transparency and accountability in relation to finances (including remuneration) 

and risk management (including the management of conflicts of interest); 

c. Financial controls and procedures (including income, membership systems, 

expenditure, procurement, investments & audits); 

d. Member contact, complaints handling & grievance / dispute procedures; 

e. Appropriate training standards and programs in relation to governance issues for 

Officers (including Committee of Management members); and 

f. The respective roles for the ACTU, TLCs, National Offices and Branches. 

12. All Affiliates & union members will be invited to contribute to the Panel’s work. The Panel 

will provide a report to the ACTU Officers for consideration by the Executive.  The Report 

will be publicly released. 

 

Moved: Dave Oliver, AMWU  Seconded:         Tim Lyons, ACTU 

 



 

 

 


