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By e-mail only to:
sharon.graham@unitetheunion.org

Dear General Secretary

Re: Financial Investigation — Inspector’s Report Outcome

As you are already aware, a financial investigation was commissioned by the interim
Certification Officer (Mike Kidd) into alleged financial irregularities from 2019. | am
pleased to be able to inform you that that investigation is now closed as | have now
received a final report from the appointed Inspector (Bayo Randle), dated 14 August
2026.

Please find attached a copy of the aforesaid final report for your information.

As you will become aware, the Inspector has found that your union failed, during the
year ended 31 December 2021, to establish and maintain a satisfactory system of
control of its accounting records, cash holdings, receipts and remittances, contrary to
s.28(1)(b) TULRCA 1992. Moreover, the inspector did not find that such a breach
arose from refusal or wilful neglect. Therefore, no prosecution arises.

Furthermore, given that your union has since taken substantial steps to remedy its
control failures, including significant strengthening of your finance function and the
introduction of new policies and controls, | intend to take no action; save for to order
that once your remediation process is fully complete, that you notify me of the same,
declaring and detailing your new monitoring and assurance mechanisms that have
been put in place. Furthermore, | expect to receive within the next 28 days your
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union’s response and appropriate action plan in respect of the Inspector’s
recommendations, contained in his conclusions (Chapter 9).

For your information, please note your legal obligations regarding your duty to keep
accounting records, as follows:

Trade Union and Labour Relations (Consolidation) Act 1992
“28. Duty to keep accounting records
(1) A trade union shall -

(a) cause to be kept proper accounting records with respect to its
transactions and its assets and liabilities, and

(b) establish and maintain a satisfactory system of control of its
accounting records, its cash holdings and all its receipts and
remittances.

(2) Proper accounting records shall not be taken to be kept with
respect to the matters mentioned in subsection (1)(a) unless there are
kept such records as are necessary to give a true and fair view of the
state of the affairs of the trade union and to explain its transactions.

29. Duty to keep records available for inspection

(1) A trade union shall keep available for inspection from their creation
until the end of the period of six years beginning with the 1st January
following the end of the period to which they relate such of the records
of the union, or of any branch or section of the union, as are, or
purport to be, records required to be kept by the union under section
28.

This does not apply to records relating to periods before 1st January
1988.
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(2) In section 30 (right of member to access to accounting records) -

(a) references to a union’s accounting records are to any such records
as are mentioned in subsection (1) above, and

(b) references to records available for inspection are to records which
the union is required by that subsection to keep available for
inspection.

As your union was previously reminded by Mrs Justice Slade in Unite the Union v
Mills [2016] UKEAT/0148/16/LA: “Proper accounting records within the meaning of
section 28 are those which are “necessary to give a true and fair view of the state of
affairs of the trade union and explain its transactions” (at paragraph 61).

Accordingly, | respectfully remind your union that under section 29(1) TULRCA 1992,
such records are to be kept available for inspection ‘from their creation’ until the end
of the period of six years beginning with the 15t January following the end of the
period to which they relate. Therefore, the obligation imposed by section 28(1)(b)
TULRCA 1992 differentiates between accounting records, cash holdings, receipts
and remittances. The union is required to maintain a system of control over all of
these.

In addition, please be on notice that | intend to publish my Inspector’s report in full as
well as this, my correspondence to you. It shall be published on my website within 3
days from the date of this letter.

Further, | shall also be writing to all trade unions and employer associations to
remind them of their obligations. Further, | shall be producing new guidance shortly,
following a full review of the statutory requirements for annual returns.

Finally, | shall be recommending that all trade unions and employer associations
ensure that their Executive Committee undertake financial awareness training to
ensure that they are able to effectively scrutinise all financial information.
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In conclusion, your union’s approach to these matters now requires your utmost
urgent attention. As your regulator, | shall be keeping these matters under my
attention and statutory supervision.

| welcome your union’s full cooperation, by return.

Yours faithfully,

STHW&%

STEPHEN HARDY
The Certification Officer



mailto:info@certoffice.org
http://www.gov.uk/certificationofficer

CERTIFICATION OFFICER
INVESTIGATION

INSPECTOR'S REPORT: FINANCIAL
CONTROLS AND STATUTORY DUTIES
— UNITE THE UNION:

INVESTIGATION UNDER SECTIONS 28
AND 45 OF THE TRADE UNION AND
LABOUR RELATIONS
(CONSOLIDATION) ACT 1992

INSPECTOR: BAYO RANDLE
DATE: 14 AUGUST 2026



REPORT CONTENTS

I — EXECUTIVE SUMMARY

IT — INTRODUCTION AND TERMS OF REFERENCE
III — THE UNION AND ITS GOVERNANCE

IV— THE STATUTORY FRAMEWORK

V — THE AUDIT EVIDENCE

VI — THE S.28(1)(B) QUESTION: DID THE UNION FAIL TO ESTABLISH AND
MAINTAIN A SATISFACTORY SYSTEM OF CONTROL?

VII — THE S.45 QUESTION: DID THE UNION REFUSE OR WILFULLY
NEGLECT TO PERFORM THE S.28 DUTY?

VIII — REMEDIATION: WHAT STEPS HAVE BEEN TAKEN TO ADDRESS THE
CONTROL FAILURES IDENTIFIED?

IX — CONCLUSION

ANNEXES
Annex 1 — Letter of Appointment (11 August 2025)
Annex 2 — BDO Audit Completion Report — Control Failures (January 2026)

Annex 3 — Unite Remediation document (February 2026)



1. EXECUTIVE SUMMARY

1.1.  Purpose of this report

1.1.1. This report is made pursuant to my appointment on 11 August 2025 by the Interim
Certification Officer, Michael Kidd, to investigate matters arising under ss.28 and 45
of the Trade Union and Labour Relations (Consolidation) Act 1992 ["TULRCA"] in
relation to Unite the Union ["Unite"]. It determines whether Unite breached its
obligations under s.28 (the duty to establish and maintain a satisfactory system of
control) and s.45 (refusal or wilful neglect in failing to perform the s.28 duty) in respect

of the year ended 31 December 2021 ["the relevant period"].

1.2. Background to the investigation

1.2.1. This report follows the receipt by the Certification Officer of an Audit Completion
Report from BDO dated June 2025 (finalised in January 2026), which set out a very
large number of alleged control failures at Unite in respect of the relevant period (21
significant deficiencies and 11 other deficiencies) and concluded that Unite was in
breach of s.28 TULRCA for failing to establish and maintain a satisfactory system of

control.

1.2.2. The audit itself was required in any event, but the approach taken by Unite's auditors,
BDO, was more rigorous than usual, and that was prompted by a number of events. In
April 2022, South Wales Police [“SWP”], in a joint operation with HMRC, raided a
number of Unite’s premises!. Several investigations were subsequently commissioned
by the current General Secretary, Sharon Graham, which identified significant concerns
relating to Unite, including potential dishonesty, fraud and other irregularities. A
number of those investigations concerned the construction of a union hotel and regional

office in Birmingham ["the Birmingham Project"], a project which cost Unite over

! Details of this investigation are contained within a letter from the SWP, dated 16 April 2025, set out within
Unite’s Project Clean-Up -Interim Report int Allegations of Historical Corruption [the “Project Clean-Up
report”] at pp. 42 — 44.

2



£110m but which had been valued at only £37.5m, with at least £30m of the overall
cost said to have been caused by excessive building costs charged by the main

contractor?.

1.2.3. The Birmingham Project is not the principal subject of this report. Despite its very
significant financial impact on Unite, I have addressed it proportionately to its relevance
to the issues I was appointed to investigate, which are the control failures. However,
the failures in relation to the Birmingham Project form a significant and material
backdrop to this report; they demonstrate the importance of establishing and

maintaining a control environment and of how badly things can go wrong without one.

1.2.4. Subsequent to my appointment, the statutory auditors’ report, dated 5 February 2026,
was released (pursuant to s.36 TULRCA). It recorded non-compliance with s.28
TULRCA, not only because of the control failures, but because of a failure to cause
proper accounting records to be kept in respect of Unite’s transactions, assets and/or
liabilities. I note the finding regarding a failure to cause proper accounting records to

be kept, but my terms of reference did not extend to investigating it.

1.3.  Approach

1.3.1. The BDO Audit Completion Report was the starting point for my investigation, but I
have made findings only where I have been independently satisfied (based on the
evidence before me) that there is sufficient evidence both as to the facts recorded by

the auditor and as to their contribution to a breach of s.28.

1.3.2. T have interviewed a representative range of Unite officers, Executive Council ["EC"]
members, senior management and employees, current and former. Those interviewed
include the former General Secretary, Len McCluskey; the former Legal Director &

Head of Affiliated Services and Interim Finance Director, Howard Beckett; various

2 See Project Clean-Up Report, pp. 16 - 17



1.4.

1.4.1.

1.4.2.

L.5.

1.5.1.

1.5.2.

1.6.

senior members of the finance department; and several current and former EC members,
including the former EC Chair, Tony Woodhouse, and the current EC Chair, Andy

Green.

Summary

In short, I have found a large number of control failures during the relevant period.
These were not isolated errors in the operation of a sound system. Basic controls were
missing altogether, and several were serious enough that, on their own, the union could
not be said to have had a satisfactory system of control. Taken together, the failure was

substantial.

I have not found a breach of s.45. I am not satisfied that the failures amounted to refusal

or wilful neglect, for the reasons set out below.

Findings on s.28

I have identified seven Tier 1, or first-order, deficiencies in the control environment,
which individually and collectively constituted breaches of s.28. I have identified a
further five Tier 2 deficiencies, being moderate control failures which collectively

contributed to the s.28 breach, and several other lower order failures.

In sum, there were a troubling number of areas in which the control environment was
wholly deficient and proper controls were non-existent, leaving Unite highly exposed

to the risk of financial mismanagement.

It is perhaps equally surprising that almost none of these deficiencies were new. In my
view they were plainly very longstanding, and had likely been left unaddressed for
many years. From the evidence gathered it is not clear that there has ever been a proper

formal internal audit and risk function. The auditing firm was heavily relied upon for



1.7.

1.7.1.

1.7.2.

1.7.3.

1.7.4.

both audit and non-audit work. That reliance, and the approach taken to the historical

audits, raise concerns which I address in sections 5 and 7 below.

Why there is no finding under s.45

I make no affirmative finding of a breach of s.45 for two reasons.

The first is the position of the auditors. The same firm was in place for approximately
20 years without identifying that the union's system of control was inadequate. Under
$.36(3) TULRCA they were obliged, secondary to Unite's own primary obligation, to
carry out such investigation as would enable them to form an opinion on whether the
union had maintained a satisfactory system of control, and under s.37 they were entitled
to all the accounting records, documents, information and explanations they needed for
that purpose. None of their statutory reports from 2012 to 2020 identified any
inadequacy in the system of control. Those who held office within Unite were entitled
to take something from that, and it bears directly on whether they can be shown to have

refused or been recklessly indifferent as to whether the duty was being performed.

It might be thought that the position is explained by the nature of the 2021 audit, which
was more rigorous than a typical audit and extended over four years, giving greater

opportunity to identify control failures. That accounts for some of it, but not all. Many
of the deficiencies BDO identified were in respect of controls that had never been
in place at all; others had not been operated for years. The deficiencies were not
new in 2021, and they were not subtle: no financial controls review, no
procurement policy, no purchase order system, no impairment policy for the

property portfolio among others.

I am cautious about forming a firm view on the auditors’ prior approach, since they
have not had a specific opportunity (during the course of my investigation) to address
this criticism; my remit did not extend to interviewing the audit partners. It is notable,
however, that in at least one record of a Unite EC meeting in June 2025 at which the

Audit Completion Report was presented to the EC, the audit partner was challenged as



to why these deficiencies had not been raised before, and the response within the

minutes includes the following?:

"Auditors' role was to determine the material accuracy of financial statements,
not to identify control deficiencies. There was a responsibility to report them if

they were identified, but no responsibility to identify them in the first instance.”

1.7.5. That may be an accurate description of an auditor's role under the financial statement

audit framework but does not align with an auditor's duties under s.36.

1.7.6. The second reason I make no s.45 finding is that the failures I have found are serious,
but they do not meet the required threshold s.45 sets. Section 45 requires wilful neglect
or refusal, which is a demanding standard. I have found serious management failures
on the part of Len McCluskey and Howard Beckett, set out within section 7 of this
report. The EC's position is different. It was never told that the union's system of control
was inadequate, and the audit opinions it received said the opposite. Its members asked
questions about financial matters, but not about the control framework. I have
nonetheless recorded serious governance failures on its part, principally that it accepted
the duty in writing and took no step to satisfy itself that it was being discharged. None

of this meets the s.45 standard. It should not for that reason be read as minor.

1.7.7. Taken together, these matters make it difficult to find a breach of s.45 by refusal or
wilful neglect to establish and maintain a satisfactory system of control where the
union, its senior management and its EC, were unaware that the system of control was
inadequate, and (most importantly) where that unawareness was combined with clean
reporting from the auditor raising no concern over a sustained period that the system of

control was inadequate. The failures are plainly serious and in my view constitute a

* Minutes of the EC meeting, 6 June 2025. The quoted passage continues Laurence Elliott's response and is not
separately attributed in the minutes, the drafter naming each speaker only as the speaker changes (as with "The
Chair added" immediately afterwards).
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1.7.8.

1.8.

1.8.1.

1.9.

1.9.1.

1.9.2.

neglect of duty by Unite, but [ am not satisfied that they meet the requirements of refusal

or wilful neglect under s.45.

The question may arise as to what consequence flows from a breach of s.28 which does
not rise to a breach of s.45. Accountability does not depend on criminal liability: the
senior officers and the EC answer to their members. The auditors also have questions
to answer, though it is not part of my role to ask them any further than I have done

within this report.

Remediation

What is of significance is that Unite has plainly taken significant steps to remedy the
breaches. They have not all been remedied, but the finance team has been restructured
and strengthened, and significant investment has been made to ensure it is fit for
purpose. There are internal discussions underway about concrete measures to establish
and maintain a more robust control environment, and I have made firm
recommendations which I expect will ensure that control issues remain firmly on the

agenda and are addressed promptly and consistently in future.

A note of caution

I have been called to investigate the control environment at Unite alone and any
separate issues of possible criminal liability regarding the Birmingham Project are

firmly outside my remit and I make no comment on them.

That aside, I am not aware of the internal control environments of other unions. It is not
clear to what extent other unions would survive the level of scrutiny to which Unite has
been subjected. I suspect, however, that given the control environment here was
deficient for many years before 2021 without the auditors having raised any inadequacy
in the system of control, many other unions could be at risk of similar findings if

7



exposed to similar scrutiny. The recommendations in this report, both those I have made
independently and those made by BDO, are likely to be of wider relevance to trade

unions beyond Unite.



2. INTRODUCTION AND TERMS OF REFERENCE

2.1.

2.1.1.

2.2.

2.2.1.

2.2.1.1.

2.2.1.2.

2.2.1.3.

Appointment, authority and scope of the investigation

This report is made pursuant to my appointment on 11 August 2025* by the Interim
Certification Officer, Michael Kidd, to investigate matters arising under ss.28 and 45
of the Trade Union and Labour Relations (Consolidation) Act 1992 ["TULRCA"] in
relation to Unite the Union [“Unite”]. Michael Kidd was succeeded by Stephen Hardy,
the permanent Certification Officer, on 1 October 2025, and the appointment thereafter
continued under Stephen Hardy, while I continued to engage with Michael Kidd in his
capacity as Assistant Certification Officer. Further references in this report to the "CO"
include both Michael Kidd and Stephen Hardy, including Michael Kidd’s role as

Assistant Certification Officer.

The relevant factual period is the year ended 31 December 2021 [the “relevant
period”], together with such earlier and later periods as were necessary to understand

the state of Unite’s control environment in that period and any subsequent remediation.

Terms of reference and scope of the investigation

The terms of reference, as set out within my letter of appointment (see Annex 1)
required me to determine:
whether Unite had failed to establish and maintain a satisfactory system of control
for the purposes of s.28 ["the satisfactory system of control"] during the relevant
period (issue 1).
if such a breach was established by Unite, whether that failure arose from refusal or
wilful neglect under s.45(1) such that an offence was committed by the union (issue
2).
by whom a s.45 offence is deemed (by virtue of s.45(2)) also to have been

committed (issue 3).

* The letter of appointment is incorrectly dated 11 August 2024.
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2.2.1.4.

2.2.15.

2.2.2.

2.2.3.

2.24.

whether it was still being committed within the limitation period applicable under
s.45A such that prosecution remains available (issue 4);.
what steps, if any, had been taken to remedy any breach and the nature and timing

of those steps (issue 5).

The first and second issues are the primary issues. The third, fourth and fifth issues are
subsidiary in the sense that they presuppose an affirmative finding on the first two.
However, the fifth issue (remediation) has been considered regardless of the time-limit
position and regardless of the s.45 finding for the relevant period, because Unite’s
response, once alerted to any deficiencies (whether it acted or did nothing) may itself
be instructive as to whether comparable conduct gives rise to a s.45 breach in

subsequent years.

BDO, the auditors appointed by Unite, concluded that the union had failed to comply
with s.28 in respect of the relevant period, in audit completion reports (for the year
ended 31 December 2021) produced in June 2025 and updated and finalised in January
2026. On its face, the letter of appointment was apt to be construed as providing that
the auditors' conclusion of's.28 breach was to be taken as given, and that the role of this
investigation was to consider the consequences of that breach rather than to examine its
evidential foundation independently. Following discussion with the CO it was agreed
that the correct approach required me to be independently satisfied that there was a
sufficient evidential basis for the s.28 finding, rather than to proceed on the assumption
that the auditors' conclusion was correct. This report accordingly proceeds on the basis
that BDO’s s.28 finding requires independent evidential justification, and the auditors'
conclusion is treated as one category of evidence to be assessed alongside all other

available evidence rather than as an established fact.

The investigation did not extend to determining criminal liability, nor to reopening
every issue arising from Unite’s 2021 audit or resolving every disputed question
touching Unite’s financial management more generally. My function was to investigate

the relevant facts, assess the documentary and witness evidence, and report to the CO
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on whether the evidential basis for the relevant findings was made out on the balance

of probabilities, with due regard to proportionality®.

2.3.  Investigative approach

2.3.1. In carrying out this investigation, I considered the documentary record made available

to me.

2.3.2. The principal documents that prompted and framed this investigation were the draft
BDO audit completion report for the year ended 31 December 2021 and Unite’s
redacted Interim Report into Allegations of Historical Corruption (July 2025)¢7
[“Project Clean-Up”], both of which were identified by the CO as foundational to

the investigation.

2.3.3. Project Clean-Up was an internal Unite report drawing, in large part, on other
commissioned internal reports into the mismanagement of a large Unite project in
Birmingham, “the Birmingham Project”. Those underlying reports and the redacted
sections of the Project Clean-Up report were not themselves put to witnesses as
standalone documents in this investigation; a view was taken by the CO that given
their importance to concurrent criminal investigations being conducted by the Serious
Fraud Office [“SFO”] and the SWP and my own confirmation that the investigation
could be fairly and properly conducted without them, they should not be disclosed to
the witnesses. Accordingly, their evidential content is relied on only insofar as it
appears within Project Clean-Up and is independently corroborated by primary

documents or admissible witness evidence.

5 Proportionality required me to consider, for each line of inquiry, the extent to which it was necessary or
appropriate to investigate any particular matter to reach my conclusions on the balance of probabilities. I also
acknowledged (when considering the proportionality question) that if a breach of s.45 was made out and
prosecution were pursued by the CO, the much higher criminal standard would need to be satisfied.

® As at the time of writing, this report was publicly available on Unite’s website:
https://www.unitetheunion.org/work-voice-pay/work-voice-pay-monthly/unite-project-clean-up.

7 The characterisation within this report of the Union, the EC and senior management during the former
leadership's tenure is heavily contested by several interviewees, particularly Tony Woodhouse, Len McCluskey
and Howard Beckett.
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2.3.4. The majority of the further material considered was provided by Unite itself, which

2.3.5.

2.4.

24.1.

produced a significant volume of documents in response to requests made in the course
of the investigation. That material included audit materials, annual returns and
accounts, rule book materials, correspondence, minutes and internal documents. I also
had access to such other materials as were provided by or obtained from other sources,

including publicly available documents filed with the CO.

Interviews were conducted with individuals which I deemed relevant witnesses, the
transcripts of which form part of the evidential record considered in this investigation.
Those interviews were directed to the condition of the control environment in the
relevant period, the governance and oversight of the finance function, the specific
control failures identified by BDO, the extent to which those failures were accepted or

disputed, and the matters said to bear on any issue of refusal or wilful neglect.

Witnesses interviewed

The selection of witnesses was directed by two considerations. The first was functional:
I sought to interview individuals who held responsibility for the relevant aspects of
Unite’s financial management, governance and oversight during or proximate to the
relevant period, including those with direct responsibility for the finance function, those
charged with governance at EC level, and those in senior operational roles bearing on
the matters under investigation. The second was representational: Unite has a diversity
of internal perspectives and organisational groupings, and I was conscious of the need
to ensure that the witness pool reflected a representative range of those perspectives
rather than being drawn predominantly from any single part of the union. Having
reviewed the documentary record and gained an understanding of Unite’s structure and
the issues arising, | was satisfied that the witnesses interviewed provided a sufficient

evidential basis for the findings made in this report.

2.4.2. Seven witnesses were interviewed, in the following order:

12



24.2.1.

24.2.2.

2.4.23.

24.2.4.

24.25.

2.4.2.6.

2.4.2.7.

2.4.3.

Colin Warner who was, at the time of interview, Unite's interim Finance Director.
He was engaged by Unite from approximately September 2021 to mid-2022 and
again from February 2025. His evidence was directed to the finance function, the
audit process, and the steps taken after the relevant period in response to the issues
identified by BDO. He also provided a jointly authored remediation document with
Ms Emma Gibbons, the current permanent Finance Director (see Annex 3).
Kevin Robinson, who was Unite's former Head of Management Accounting. He
held this role throughout the relevant period. His evidence was directed to the
operation of the finance function and the accounting control environment.

Andy Green, who was a member of the Executive Council of Unite [EC] throughout
the relevant period and a member of the Finance and General Purposes Committee
[F&GPC] from June 2020. At the time of interview he was Chair of the EC. His
evidence was directed to EC and F&GPC oversight during the relevant period.
Susan Matthews, who was a Vice Chair of the EC during the relevant period and
also a member of the EC at the time of interview. Her evidence was directed to EC
governance and oversight during the relevant period.

Tony Woodhouse, who was Chair of the EC and Chair of the F&GPC during the
relevant period. His evidence was directed to EC and F&GPC oversight during the
relevant period.

Len McCluskey who was, at the time of interview, former General Secretary of
Unite. He held that office until August 2021; he also provided written evidence. His
evidence was directed to senior governance and decision-making within the union
during the relevant period.

Howard Beckett, who was an Assistant General Secretary, Legal Director, Head of
Affiliated Services and interim Finance Director of Unite during the relevant period.
His evidence was directed to governance, oversight and decision-making following

the death of Ed Sabisky, the former Finance Director, in March 2020.

Helen McFarlane was an ordinary member of the EC during the relevant period. She
was not interviewed in the course of this investigation; having been initially invited to
attend, her interview was not proceeded with after sufficient evidence had been

obtained from other sources. Her written evidence, comprising correspondence and
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3.1.

3.1.1.

3.1.2.

questions she had addressed to Howard Beckett regarding financial matters during the

relevant period, was received and considered.

THE UNION AND ITS GOVERNANCE

Constitutional structure

Unite is a trade union registered under TULRCA. It was formed by the merger of
Amicus and the Transport and General Workers' Union, which took effect on 1 May
2007. It is one of the largest trade unions in the United Kingdom, with a membership

drawn from the private, public and voluntary sectors.

Unite is governed by its Rule Book; the 2019 version (effective from the Rules
Conference 2019) applied in respect of the year ended 31 December 2021 ["the Rules"],
and, unless otherwise stated, all subsequent references in this report to a specific rule

are to the 2019 version.

The Policy Conference (held every two years) is the supreme policy-making body of

Unite: Rule 12.1.

The EC is Unite’s principal governing body: Rule 14.9.

. Rule 19.6 places on the EC the duty to ensure that Unite maintains a satisfactory system

of control of its accounting records, income and expenditure, and assets and liabilities.
That duty corresponds directly to the statutory obligation imposed on Unite by s.28
TULRCA.

The General Secretary is responsible for the administration of Unite’s affairs and for
managing all employees, subject to the control and direction of the EC. Between
meetings of the EC, its executive powers are delegated to the General Secretary save
in specified respects: Rules 14.11 and 15.3 - 15.5. The scope and limits of that
delegation, and in particular whether it is capable of engaging s.45(2)(a) in respect of

the General Secretary, are addressed in section 4.
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3.2.

3.2.1.

3.3.

3.3.1.

3.4.

3.4.1.

3.4.2.

. Unite also has Assistant General Secretaries, who hold senior executive roles and report

to the General Secretary. Their functions are administrative and operational rather than
constitutional; they do not hold the s.28 duty under the Rules and are not, for the reasons
addressed in section 4, officers bound by the Rules to discharge that duty within the
meaning of s.45(2)(a).

The Executive Council during the relevant period

Under Rule 14.3 the EC was required to meet at least four times a year. Special
meetings could be convened at the initiative of the General Secretary or a majority of

the EC. The EC met in accordance with that schedule throughout the relevant period.

The General Secretary

Len McCluskey served as General Secretary from 2011 until his retirement in 2021. He

was the General Secretary throughout the period most material to this investigation.

The finance function

Unite’s finance function was previously led, until his death in March 2020, by Ed
Sabisky, who held the position of Finance Director. Ed Sabisky held a Wharton MBA
and had extensive experience in motor industry finance, but did not hold a UK

professional accounting qualification (e.g. ACA or ACCA).

Following his death, no permanent Finance Director was appointed for over a year. As
noted above, Howard Beckett assumed interim responsibility for the finance function,
in addition to his other duties as an Assistant General Secretary and Legal Director, for
a period running from approximately March 2020 to October 2021. Mr Beckett's

professional background was in law rather than accountancy; he had finance
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3.4.3.

3.44.

4.1.

4.1.1.

4.2.

4.2.1.

experience due to his previous role leading a law firm; however, he held no

accountancy qualification and had not previously served as a Finance Director.

Kevin Robinson, head of management accounting, had served in the finance function
for approximately 37 years and continued in post throughout the relevant period as the
most senior member of the finance team below the Finance Director (and later also the
interim Finance Director). He held qualifications in accounting, business and finance

(up to BTEC level), but he was not a qualified accountant.

Colin Warner subsequently took on an interim finance lead role following the departure
of Howard Beckett. The next permanent Finance Director after the death of Ed Sabisky

was Emma Gibbons, who was appointed in or around June 2022.

THE STATUTORY FRAMEWORK

Statutory framework

The principal relevant statutory provisions for this investigation are ss.28, 36 and 45

TULRCA.

The s.28 duty: what it requires and what constitutes a satisfactory system of

control

Section 28(1) TULRCA imposes two distinct obligations on a trade union. First, under
s.28(1)(a), the union must cause to be kept proper accounting records with respect to
its transactions and its assets and liabilities. Second, under s.28(1)(b), it must establish
and maintain a satisfactory system of control of its accounting records, its cash holdings
and all its receipts and remittances. These are separate obligations with separate subject

matter®.

8 See Unite the Union v Mills [2017] ICR 693, per Slade J at [40]

16



4.2.2.

4.2.3.

4.2.4.

The phrase "satisfactory system of control" is not defined in the Act and no authority
construing it has been identified. Its meaning must therefore be drawn from the words
themselves, read in context. The word "control" appears in a financial governance
context and carries a recognised meaning in that setting: the framework of processes
and mechanisms by which an organisation manages its financial affairs. The words
"satisfactory" and "system" carry their everyday meanings. The phrase as a whole asks
whether the framework of financial controls in place was adequate to the purpose for

which it was required’.

Those everyday meanings are straightforward. A "system" is something organised and
deliberate rather than ad hoc or informal: a coherent set of processes, not a loose
collection of unconnected practices. "Control" means active oversight and
accountability: arrangements that prevent problems from arising, catch them when they
do, and put them right, rather than simply recording what has happened after the event.
"Satisfactory" sets a standard of adequacy rather than perfection: the framework must
be good enough to do the job. What is good enough depends on the circumstances of
the particular organisation. A large union with significant assets, substantial cash flows
and a complex structure needs more sophisticated arrangements than a small one; the

standard rises with the scale and complexity of what it must control.

The obligation has two temporal elements that follow directly from the words
Parliament chose. "Establish" requires the union to put a control framework in place.
"Maintain" requires the union to keep that framework operating effectively over time;
active preservation, not passive assumption that what was once established remains
adequate. A system that was never properly established cannot be said to have been
maintained. A system that exists on paper but does not operate in practice satisfies

neither obligation. The standard is assessed by reference to both design and operation.

 Where a term has both an ordinary and a technical meaning, the intended meaning is determined by context; if
the context is technical, the technical meaning is presumed: Bennion, Bailey and Norbury on Statutory
Interpretation, s.22.1, 5.22.7. "Control" in a financial governance context carries a recognised technical meaning:
ISA (UK) 315 (Revised July 2020), para. 12. "Satisfactory" and "system" carry their ordinary meanings: Bennion,

s.22.1.
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4.2.5.

4.2.6.

4.2.7.

In identifying what a satisfactory system of control requires in practice, this report has
regard to the framework that professional auditors apply when forming their opinion
under s.36(3) TULRCA on whether a trade union has complied with its .28 obligations.
That connection is important: Parliament required auditors, when reporting under
$.36(3), to investigate and form an opinion on whether the union has maintained a
satisfactory system of control in accordance with s.28, and the framework auditors are
required to apply when forming that opinion is therefore considered relevant for
establishing what the s.28 obligation requires in practice.'® Auditing standards (e.g.
International Standards on Auditing [ISA]) do not automatically determine the legal
standard and cannot simply be equated with it, but they are strong evidence of what

adequacy requires and are treated as such by the courts.!!

The applicable standard, ISA (UK) 315, identifies five components of an adequate
system of internal financial control: the control environment; the risk assessment
process; the information system; control activities; and the monitoring of controls.!?
That framework is broader than s.28(1)(b) in one respect: it addresses internal control
across an organisation's operations as a whole, whereas s.28(1)(b) is concerned
specifically with control of accounting records, cash holdings, receipts and remittances.
This report applies the five-component framework to that narrower subject matter rather
than importing it wholesale.

On that basis, a satisfactory system of control for the purposes of s.28(1)(b) may include
the following:

10°5.36(3)(b) TULRCA requires the auditor to form an opinion on whether the union has maintained a satisfactory
system of control over its transactions in accordance with the requirements of s.28.

' ISA standards are not irrelevant to the question of what standards are reasonably to be expected of an auditor,
but breach of an ISA may or may not amount to a failure to meet the required standard depending on the individual
facts; they are not simply equated with the legal standard: R (Baker Tilly UK Audit LLP) v Financial Reporting
Council [2015] EWHC 1398 (Admin), [117]-[118] (Singh J).

121SA (UK) 315 (Revised June 2016), Financial Reporting Council, para A59 (setting out the five components
of internal control) and Appendix 1 (elaborating each component). This was the version applicable to audits of
financial statements for periods commencing before 15 December 2021 and therefore applicable to the audit of
the union's accounts for the year ended 31 December 2021:

https://www.frc.org.uk/documents/2099/ISA_UK 315 Revised June 2016.pdf.
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4.2.7.1.

4.2.7.2.

4.2.7.3.

4.2.7.4.

4.2.7.5.

A control environment in which those responsible for financial management
understand their obligations and actively discharge them. The control environment
sets the tone within which all other controls operate; deficiencies in the control
environment, including indifference by those charged with governance to whether
controls exist or function, may undermine the effectiveness of the system as a whole
even where individual controls are otherwise in place: ISA (UK) 315, paras 14,
A77, A83.

A risk assessment process by which the union identifies risks to its accounting
records, cash holdings, receipts and remittances and takes steps to address them:
ISA (UK) 315, paras 15-17, A8S.

An information system capable of recording transactions accurately and completely
across all four categories specified in s.28(1)(b), and of communicating financial
information to those charged with governance in a form that enables meaningful
oversight: ISA (UK) 315, paras 18-19, A90.

Control activities: policies and procedures ensuring that transactions are properly
authorised before they are entered into; that no single person controls a transaction
from initiation through recording to payment; that invoices and payments are
matched to authorised commitments; that cash holdings are properly safeguarded;
and that accounting records and bank statements are regularly reconciled so that
discrepancies are identified promptly: ISA (UK) 315, paras 20-21, A99, Appendix
1 para 9.

Active monitoring: ongoing processes by which those responsible for governance
satisfy themselves that controls are operating effectively and take corrective action
when deficiencies are identified: ISA (UK) 315, paras 22-24, A110, Appendix 1
para 11.

4.2.8. The purpose of setting out this framework is not to substitute my own view of what

good financial control requires for that of the auditor!®. T do not identify control failures
independently of BDO’s findings. Rather, the framework serves as an analytical map:
it assists in helping to determine whether the specific failures identified by the auditor

fall within the mischief that s.28 was intended to address. Where an auditor's finding

3ISA (UK) 315 does not itself suggest that these categories are rigid.
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4.2.9.

4.3.

4.3.1.

maps onto one or more components of the framework, that is a strong indicator that it
engages the s.28 obligation. Where it does not, that is relevant (and I put it no higher
than this) to whether the finding, carries the legal weight that a breach finding requires.

The standard is directed at the system, not at individual transactions. A failure of control
over any of the s.28(1)(b) objects (accounting records, cash holdings, receipts or
remittances) may constitute a breach of the obligation. What is required is that the
failure is in the arrangements themselves. Evidence that individual transactions went
wrong is not enough, unless it demonstrates that the controls which should have

governed them were absent or inadequate.

Section 45: the offence of wilful neglect or refusal

S.45(1) provides that if a trade union refuses or wilfully neglects to perform a duty
imposed on it by ss.28 to 30, it commits an offence. A finding that the union breached
its .28 duty does not of itself establish a s.45 offence. The additional element required

(refusal or wilful neglect) must be separately established on the evidence.

Refusal and wilful neglect

4.3.2.

Refusal means a deliberate decision not to comply with a known obligation.!* Wilful
neglect is a distinct and broader concept. It is not established by a mistake, an oversight,
or poor governance alone!”. It means failing to comply because those responsible either
knew the obligation was not being met and did nothing about it, or simply did not care
whether it was being met. In legal terms, wilful neglect requires either actual awareness

of the failure or reckless indifference to whether the obligation was being discharged;

14 Parliament's use of "refuses" and "wilfully neglects" as alternative limbs of s.45(1) confirms they are distinct
concepts with different mental elements.

15 See R v Nursing [2012] EWCA Crim 2521; [2013] 1 WLR 1031 at [9]: "neglect, of itself, is not enough to
establish the offence. The neglect must be indeed wilful”.
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it does not require proof that those responsible deliberately set out to break the law, but

it does require proof of something more than carelessness!.

Attribution under s 45

4.3.3.

4.3.4.

4.3.5.

4.4.

S.45(1) makes the union itself liable, but a union has no mind of its own. It can only
know something, or fail to care about it, through the people who act for it. The question

is therefore whose knowledge or indifference counts as the union's for this purpose.

In most cases the answer is straightforward: an organisation acts through whoever its

own constitution or rules says can act for it.

Those rules do not always produce the right answer. Where a statutory duty is imposed
on the organisation itself, the court asks whose conduct Parliament must have intended
to count as the organisation's own, given what the provision was aiming at. The test is
whether attribution is required to promote the policy of the provision, or whether that
policy would be frustrated if attribution were denied!”. There is no general rule and no
fixed category of people whose conduct counts: the nature and subject matter of the
duty in question is always relevant, and a person may be treated as the directing mind
of an organisation for the purposes of one particular function without occupying that
position generally'®. Whilst there is no decided case applying these principles to s.45,
the principles themselves are settled. Their application to s.45 is considered at section

7 below.

Section 45(2): deemed commission; the ""bound by the rules" test; EC members as

the relevant officers; the General Secretary delegation question

16 R v Sheppard [1981] AC 394 (HL) at 404 — 405; R (Louis) v Ealing Magistrates' Court [2009] EWHC 521
(Admin) at [13].

7 Bilta (UK) Ltd v Nazir (No 2) [2016] AC 1 at [195]

18 Bilta at [191] and [202].
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4.4.1.

44.1.1.

4.4.1.2.

4.4.2.

4.4.3.

4.4.4.

44.5.

Where a trade union commits a s.45 offence, s.45(2) provides that the offence shall be

deemed also to have been committed by:

every officer of the trade union who is bound by the rules of the union to discharge

on its behalf the duty, breach of which constitutes the offence (s.45 (2) (a)); or

if there is no such officer, every member of the general committee of management

of the union (s.45 (2) (b)).

Section 45(2)(a) requires two things to be established: that the person is an officer of
the union, and that they are bound by the rules of the union to discharge the relevant
duty on its behalf. S.119 TULRCA defines "officer" as including any member of the
governing body of the union and any trustee of any fund applicable for its purposes.
The word "includes" in that definition is enlarging rather than exhaustive!?; it adds to

the ordinary meaning of “officer” without replacing it.

The rules of Unite place the s.28 equivalent obligation expressly on the EC: Rule 19.6.
EC members are officers of the union and are bound by Rule 19.6 to discharge the s.28

duty on the union's behalf. They therefore fall within s.45(2)(a).

The General Secretary has authority to exercise the EC's powers between meetings
under Rule 14.11, but that does not render the General Secretary an officer bound by
the rules to discharge the s.28 duty. The rules give the General Secretary authority to
act on the EC's behalf between meetings; they do not place the s.28 obligation on the
General Secretary as an independent responsibility. The obligation remains where Rule

19.6 places it: on the EC.

The conclusion is that EC members alone are the officers bound by the Rules to

discharge the s.28 duty, and they alone fall within s.45(2)(a). The fallback provision

19 See Revenue and Customs Commissioners v Innovative Bites Ltd [2025] EWCA Civ 293; [2025] 4 WLR 36 at
[34 (v)] and [35].
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4.5.

4.5.1.

4.5.2.

4.5.3.

(which would deem every member of the general committee of management to have
committed the offence if no such officer existed) does not arise, because EC members
are already caught by the primary provision. In any event the EC is itself the general
committee of management of Unite. Neither the General Secretary nor the Assistant

General Secretaries are caught by s.45(2)(a) on the basis of the Rules as they stood.

Time limits

Section 45A TULRCA sets out the time limits within which proceedings for a s.45(1)
offence must be commenced. For offences other than failure to send the annual return,
two routes are available. The first is a primary window of six months from the date on
which the offence was committed. The second is a knowledge-based window of twelve
months from the date on which evidence sufficient to justify proceedings came to the
knowledge of the CO. The knowledge-based window is subject to an absolute longstop
of three years from the date on which the offence was committed, after which no

proceedings may be commenced by any route?’.

The relevant period for this investigation is the year ended 31 December 2021. The six-
month primary window from that date expired in mid-2022. The knowledge-based
window under s.45A(3)(b) may remain available depending on when sufficient
evidence came to the CO's knowledge, but only if proceedings are commenced before
the three-year longstop, which ran from 31 December 2021 and expired on 31
December 2024. If the offence was confined to the 2021 year and did not continue

beyond it, no proceedings are now available by any route.

Whether proceedings remain available therefore turns critically on whether the s.28
breach and any associated s.45 offence continued beyond 31 December 2021. The s.28

obligation requires the union to establish and maintain a satisfactory system of control

20 The six-month primary window: s.45A(3)(a). The twelve-month knowledge-based window subject to the
three-year longstop: s.45A(3)(b). A certificate signed by or on behalf of the CO stating the date on which
sufficient evidence came to their knowledge is conclusive evidence of that fact: s.45A(4).
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4.6.

4.6.1.

4.6.2.

on an ongoing basis. A failure to do so is capable of being a continuing offence, with
time running from the last date on which the failure persisted. If the control failures
identified in respect of 2021 continued without being remedied, the offence may have
continued into subsequent periods, and the three-year longstop would run from the last

date of commission rather than from 31 December 2021.

The evidential standard

This report is an investigative report to the CO. It is not a criminal determination. The
criminal standard of proof (beyond reasonable doubt) applies at trial; this investigation
precedes any prosecution and the function of this report is to establish whether there is

a sufficient evidential basis for the CO to consider further action.
The appropriate standard for this type of investigative fact-finding (as confirmed by the

CO) is the balance of probabilities. This is consistent with the approach taken in

analogous regulatory investigations generally.
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5.1

5.1.1.

THE AUDIT EVIDENCE

Appointment, terms of engagement and scope of the audit function

BDO’s appointment as Unite’s auditors can be traced, through predecessor firms, to at
least 2007. Although the auditing firm changed name and ownership over time through
a succession of mergers, Unite does not appear to have actively sought a change of

auditor since at least 2007.

Gareth Jones had served as the responsible audit partner since at least 2012 and until
late 2021 (i.e. until the audit for the year ended 31 December 2020). Gareth Jones was
also the project partner for non-audit services provided to Unite prior to 2021, which
created a potentially significant ethical issue, which will be addressed in further detail

below at §§5.1.8 — 5.1.10.

Laurence Elliot took over responsibility as audit lead for the year ended 31 December
2021, with Gareth Jones moving to a non-audit role for the 2021 accounts; a role that

was limited to the preparation of financial statements and Form AR21.

BDO’s audit function arose under s. 33 TULRCA (the duty to appoint auditors) and its
public reporting function was exercised through the annual return and accompanying

auditors' report under s. 36.

In addition to its audit engagements, BDO, primarily through its Business Services and
Outsourcing division referred to as “BSO”, provided accounting outsourcing services
to Unite and to Blackhorse HCC Limited (Unite’s wholly owned subsidiary company?")

[“Blackhorse”] during the relevant period.

That dual position is relevant in two respects. First, it forms part of the factual

foundation for the ‘independence’ issue addressed below. Second, it shows that BDO's

21 Specifically incorporated to act as the vehicle for the development and operation of the Birmingham Project.
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relationship with Unite extended beyond a conventional year-end audit and included

direct involvement in the preparation of the statutory financial statements.

BSO was not a separate firm. It was a division of BDO LLP. Kevin Robinson (former
Head of Management Accounting at Unite) described BDO's work as comprising two
distinct functions: (i) the statutory audit and (ii) the preparation of the union's statutory
accounts; he identified BSO as the division that performed the latter. He confirmed that
in the years prior to 2021, BSO, the BDO audit arm and Unite finance staff would meet
collectively to discuss issues identified during BSO's regional visits, including specific
findings from individual regions, and that the audit partner was present during those
discussions. Colin Warner described BDO and BSO as together constituting the
effective core of the finance function beyond the two most senior internal finance staff,
and confirmed that preparation of accounts was done by BSO and tax by a separate

firm.

An ethics letter dated 22 April 2025 [the Ethics Letter], addressed to the EC and the
directors of Blackhorse, identified the following categories of non-audit service
provided between FY19 and FY21: tax services; company secretarial services;
accounting outsourcing for Unite's head office; accounting outsourcing for Unite's
branches and regions; and accounting outsourcing for Blackhorse??. Total non-audit
fees billed in relation to the matters identified in the ethics letter were approximately

£702,000 against total audit fees of approximately £928,000 for the same period.

It is of significance that the Ethics Letter highlighted five distinct breaches of the FRC
Ethical Standard 2019 [FRC ES] in respect of the years ending 20192° and 2020. These

22 Whilst this letter does not refer to "BSO' expressly, the services described therein accurately map onto those
described by Unite’s former finance professionals, and are consistent with how BDO describes the service on its
website: "Our Business Services & Outsourcing team provides companies with a range of accounting, advisory
and compliance services to support their growth and changing requirements in the UK and around the globe"
(https://www.bdo.co.uk/en-gb/services/business-services-outsourcing).

23 The relevant standard for this year was identified as FRC Ethical Standard 2016, but the non-audit service
requirements under both standards were stated to be identical to the FRC ES.
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breaches related to circumstances where the Audit Responsible Individual (Gareth

Jones) simultaneously served as the Project Partner for non-audit services:

5.1.9.1.  Requirement to resolve independence threat with Ethics function (FRC ES

1.28).

5.1.9.2.  Documentation of threats and safeguards (FRC ES, para 1.63).

5.1.9.3. Documentation in a timely manner (FRC ES, para 1.64).

5.1.9.4.  Identification and assessment of threats and safeguards (FRC ES, para 5.13).
5.1.9.5.  Documentation of threats and safeguards (FRC ES, para 5.32).

5.1.10.

5.1.11.

Although BDO subsequently categorised the underlying threat to independence as low,
the extent of the non-audit services (comprising approximately 43% of the total fees for
the 2019 to 2020 period) raises a material question regarding the “self-review threat”
and the “management threat” as defined under the FRC ES. A self-review threat arises
where the results of a non-audit service are reflected in the financial statements being
audited, while a management threat exists where the firm is, or is perceived to be, taking
decisions on behalf of management (FRC ES, para 1.29). Both threats are directly
engaged here: there is plainly a degree of tension between BDO’s statutory duty to
independently audit Unite’s financial statements and its operational role, especially if
(as described by Kevin Robinson) BSO was a “quasi-extension of the finance
department”; a tension compounded by the fact that both engagements fell under the

leadership of one Audit Responsible Individual.
For present purposes, the important point is that BDO's role during the relevant period

was not confined to a single conventional statutory audit. It comprised a continuing and

multi-stranded professional relationship.

27



5.2.

5.2.1.

5.2.2.

5.2.3.

524.

The distinction between the auditors' report and the audit completion report

The formal auditors' report and the audit completion report are different documents
serving different functions. The distinction is central to the evidential treatment of the

audit material.

The formal auditors' report is made to Unite under s.36(1) TULRCA and forms part of
its Annual Return (Form AR21) filed with the CO under s.32; it is a public document
available for inspection as part of that return. It is the vehicle through which the auditor
gives the true and fair opinion under s.36(2), the opinions required by s.36(3) in relation
to accounting records and the system of control, and any statement required by s.36(4)

if the statutory conditions are met.

The audit completion report serves a different purpose. It is the private communication
to those charged with governance by which the auditor records significant audit
findings and significant deficiencies in internal control; the obligation to produce it
derives from ISA?* (UK) 260 (Revised November 2019), paragraph 16, and ISA (UK)
265 (revised November 2019), paragraph 9.

The distinction between the public auditors' report and the private completion report
also frames the treatment of prior years, before the relevant period. The years for which
I had access to both the public auditors’ reports and the corresponding private
completion reports are 2018 to 2020. During that period, the public record consisted of
clean formal auditors' reports filed with the CO; in other words, there was no indication
within those formal auditors’ reports of any s.28 breach. At the same time, the private
governance record over that same period consisted of completion reports identifying

significant or other deficiencies in internal control.

24 The International Standard on Auditing.
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5.3.

Prior years' auditors' reports and audit completion reports
Yy P P P

Public auditors’ reports

5.3.1.

53.2.

5.3.3.

534.

The public auditors’ reports for the entire period 2012 to 2020 were reviewed.

Those reports are relevant because they show the position publicly reported by a
substantively unchanged auditing firm prior to the 2021 audit year. Notably, Gareth
Jones was identified as the contact in the reports for 2012 to 2018 and, from 2019,
signed the narrative report in his own name as responsible auditor on behalf of BDO
LLP. By 2020, he was expressly identified as Gareth M Jones FCA, Senior Statutory
Auditor, of BDO LLP.

The auditors’ report required the auditors to confirm whether they had carried out
sufficient investigations to form the opinions required by s.36(3) TULRCA. Those
opinions included whether Unite had kept proper accounting records in accordance with
.28, maintained a satisfactory system of control over transactions and accounting
records, and whether the accounts agreed with the accounting records. The form also
required the auditors to state whether, in their opinion, the union had complied with
s.28, for the purposes of s.36(4). In every year from 2012 to 2020, the relevant answers

were affirmative.

The accompanying narrative reports were also unmodified. In each year, the auditors
reported nothing by exception in relation to the keeping of proper accounting records,
the maintenance of a satisfactory system of control over transactions, the agreement
between the accounts and the accounting records, or the receipt of all information and
explanations required for the audit. The last point is important. If the auditors had not
received sufficient information and explanations, that would have affected their ability
to perform their statutory functions. No such concern was reported in any of these years.

From 2017 onwards, the reports also included an express statement that the audit
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5.3.5.

evidence obtained was sufficient and appropriate to provide a basis for the audit

opinion.

The significance of those reports is therefore not merely that no adverse finding was
made in any single year. It is that, over nine consecutive years, and with continuity in
the audit-practice lineage and named audit individual, the auditors consistently gave
unmodified opinions and raised no reportable matter under s.36(3) or s.36(4) TULRCA.
In particular, they did not report any failure to keep proper accounting records, any
unsatisfactory system of financial control, or any lack of information necessary to reach

their audit conclusions.

Private audit completion reports

5.3.6.

5.3.7.

The private completion reports for 2019 to 2020 identified significant deficiencies in
internal control and were addressed to the EC?°. Whilst those deficiencies were not
reported in the public auditors’ reports that is not of itself surprising. The auditors'
report fulfils the statutory duty under s.36 TULRCA, which requires reporting only
where a union has failed to maintain proper accounting records or a satisfactory system
of control in accordance with s.28. The completion report, by contrast, requires the
auditor to report on deficiencies in internal control identified during the audit whether
or not, taken as a whole, the system of control is considered satisfactory. The
significance of this distinction is that deficiencies of a kind that would not trigger a
reporting obligation under s.36 may nonetheless be (and in this case some were)
identified and communicated privately to management, without any corresponding

disclosure in the public record.

The 2019 completion report, dated 17 December 2020, identified four significant

deficiencies in internal control including:

25 the 2018 report, dated 2 August 2019, contained ‘Observations’, with no specific reference to the control
environment within the extract provided. It is not clear from the document whether or to what extent these matters
were considered to be “significant” deficiencies in the control environment.
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5.3.7.1. aweakness in IT procurement controls by reference to a fraud identified in 2017;
it is not clear why this issue was not referenced in the 2018 completion report.
5.3.7.2.  that bank reconciliations were completed only at year end and identified that

practice as increasing fraud risk.

5.3.8. The 2020 completion report, dated 11 November 2021, identified five significant

deficiencies, including:

5.3.8.1.Continuing deficiencies related to the additional IT control procedures
prompted by the 2017 fraud; some remediation progress had been made by the
date of the report, but it was stated that changes in General Secretary and other
senior positions meant that the process for embedding change was incomplete.

5.3.8.2.failures in NDC bank reconciliations and VAT posting errors on Blackhorse
project invoices.

5.3.8.3.  weaknesses in budget and forecast processes.

5.3.9. Both prior completion reports stated expressly that BDO was required to communicate
significant deficiencies in internal control in writing to those charged with governance.
Both also stated expressly that the work on internal control was not undertaken for the
purpose of expressing an opinion on the effectiveness of internal control. The same

formulation was repeated in the 2021 completion reports.

Analysis of the prior audit materials

5.3.10. The prior audit materials therefore demonstrate two features which must be understood
in context. In the public reports, the auditors gave clean opinions for 2019 and 2020,
stating they had nothing to report in relation to the adequacy of the union's system of
financial control. In the private completion reports, the auditors communicated written
deficiencies in internal control to the EC in those same years. Those two positions are

not necessarily inconsistent with one another: the existence of individual control
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5.3.11

5.3.12.

5.3.13.

deficiencies does not automatically mean that the system of control as a whole is
unsatisfactory for s.28 purposes, and an auditor may identify and report weaknesses to
the governing body while still forming the view that the overall system meets the

statutory threshold.

Both features are relevant to the s.45 analysis at section 7, where the question is what
those responsible for the s.28 duty knew or were told about the state of the control

environment. I address them there.

There is one further point of significance that cannot be ignored. This report has set out
the distinction between the completion reports and the auditors’ report required by s.36
TULRCA. It was of significant concern to EC members when Laurence Elliot of BDO
presented the 2021 audit completion report to the EC in June 2025 why these issues had
not been raised previously. Raffiq Moosa, an EC member, is reported as having
“observed that there were red flags BDO should have identified in the past”. Laurence
Elliot responded first that “External auditors had limited ability to identify fraud and
were not the organisation’s primary line of defence. Certainly, some of the wrongdoing
could have been identified by the auditor, but this was not necessarily a failure of

responsibility”. Laurence Elliot then went on to express his view on the auditors’ role:

“Auditors’ role was to determine the material accuracy of financial statements,

not to identify control deficiencies. There was a responsibility to report them if

they were identified, but no responsibility to identify them in the first instance”

(underlining added).

This statement is accurate as a description of the auditors' role under the financial
statement audit framework. Under ISA (UK) 200, the objective of a financial statement
audit is the expression of an opinion on whether the financial statements give a true and
fair view; the identification of control deficiencies is a product of that process rather

than its primary purpose, and the duty to communicate significant deficiencies under
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5.3.14.

ISA (UK) 265 is triggered by findings made in the course of audit work rather than by

a freestanding obligation to investigate the control environment.

The statement sits less easily, however, alongside the distinct statutory duty imposed
by s.36(3) TULRCA. Whilst the primary duty does remain with the union (by virtue of
$.28), 5.36(3) does not merely require the auditors to report control deficiencies if they
happen to be identified; it requires them to carry out such investigations as will enable
them to form an opinion on whether the union has maintained a satisfactory system of
control within the requirements of s.28 (with s.37 giving the auditors the power to
‘require’ a union to provide appropriate access, information and explanations as are
necessary for the performance of their duties). The obligation is investigative and
purposive: it requires the auditor to direct work specifically at the control question, not
merely to report what emerges incidentally from work directed at financial statement
accuracy. On the material available, BDO appear to have characterised their role by
reference to the audit standards framework alone, without accounting for the additional

and distinct statutory obligation that TULRCA imposes alongside it.

5.4. The original audit completion report (2025)

Scoping

5.4.1. This section addresses only those findings in the audit materials that are relevant to the
s.28 question: whether Unite failed to establish and maintain a satisfactory system of
control of its accounting records, cash holdings, receipts and remittances.

5.4.2. It does not address findings directed to other audit matters outside that statutory

question, except where they are necessary to understand the basis or weight of the

auditors' conclusions on internal control.
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The ba

5.4.3.

544.

5.4.5.

5.4.6.

5.4.6.1.
5.4.6.2.

sis for s.28 findings

The completion report makes an express finding that s.28 had not been complied with
and that a breach of law had occurred. In reaching that conclusion it relies not only on
the deficiencies formally identified but also the fact of two police investigations into
matters “including potential fraud”, which BDO say suggests “further internal control

deficiencies are likely to exist”.

For the purposes of this report, unresolved indications of possible control failures that
have not been the subject of a formal finding cannot contribute to a conclusion of
breach. The question is therefore whether the movement from the identified

deficiencies alone to the s.28 conclusion is justified.

The completion report contains two qualifications that bear on the weight of the
methodology. First, it states that the audit cannot necessarily be expected to disclose all
matters that may be of interest and that the matters reported may not be the only ones
that exist. Second, it states expressly that the work was not for the purpose of expressing
an opinion on the effectiveness of internal control. Those qualifications pull in different
directions. The first means that the catalogue may understate the true extent of the
deficiencies, which echoes the statement identified above that BDO considered that
further deficiencies are likely to exist. The second suggests that the catalogue may not
have been produced through a methodology designed to generate a comprehensive or

self-standing evaluation of control effectiveness.

It is apparent that the report was influenced by a number of significant factors taking

place in or around 2022, in particular:

The April 2022 joint raid of Unite premises by the SWP and HMRC.
A subsequent investigation commissioned by the current General Secretary, Sharon
Graham, which identified what are described as serious concerns regarding a former

member of Unite’s senior management team.
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5.4.6.3.

Discoveries of significant overspend on the construction of a hotel and regional
office in Birmingham [“the Birmingham Project”]; three subsequent
investigations commissioned by Unite; and the SFO conducting ongoing

investigations into potential instances of fraud and bribery.

5.4.7. This ultimately influenced BDO’s audit approach which was more thorough and

5.4.7.1.

5.4.7.2.

5.4.7.3.
5.4.74.

5.4.7.5.

exacting than it previously had been. In particular:

BDO’s assessment of materiality?® was revised downward from £3.9 million to £3.3
million and clearly trivial from £195,000 to £170,000.

A review was conducted of investigations commissioned by Unite, with specific
consideration of their findings on BDO’s audit approach.

Controls-based testing was prohibited and substantive testing was expanded.

A number of additional audit tests were performed, specifically designed to address
areas of heightened fraud risk.

BDO’s forensics and other support teams were engaged throughout the duration of

the audit.

5.4.8. Itis also of some note that the audit completion report was not first produced until June

5.4.9.

2025, approximately three and a half years after the conclusion of the year ended 31
December 2021, with the final report being produced four years after the 2021-year
end. By contrast the previous three audit completion reports were produced within a

year of the end of each financial year?’.

As a result, the catalogue of deficiencies was assembled under a more intensive audit
lens and over a significantly longer period than previous audits. That feature does not
diminish the significance of the findings. It is, however, part of the context in which the

catalogue must be understood: a larger number of reported deficiencies may reflect both

26 Materiality is the threshold below which errors or omissions are considered too small to affect the understanding
of the accounts; clearly trivial is the lower threshold below which individual items are not separately reported
even if they fall below the main materiality level.

27 The 2018, 2019 and 2020 reports were dated 2 August 2019, 17 December 2020 and 11 November 2021,

respectively.
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genuine systems-level weakness and the effect of more probing substantive testing at a

lower threshold under more exacting testing.

Significant individual failures

5.4.10.

54.11.

5.5.

5.5.1.

5.5.2.

The 2025 completion report identified deficiencies across multiple areas of the financial

control environment.

The deficiencies identified as significant covered the following areas: expenditure
controls, including the authorisation and approval of payments and journals; cash and
bank controls, including bank signatories and reconciliation processes; asset
management and impairment review; payroll controls; IT and systems controls,
including access governance and system-based financial controls; budgeting,
forecasting and risk oversight; procurement and contractual controls; income
entitlement and debt collection; and governance and oversight, including the resourcing
and expertise of the finance function and the EC’s capacity to oversee financial matters.
The range of those deficiencies is relevant to the assessment in section 6. Deficiencies
across this many distinct financial functions are not readily explained as isolated lapses

within otherwise adequate arrangements.

The updated report (2026): what changed and why

The final completion report issued in January 2026 maintained the essential conclusion
reached in the 2025 draft: that the 2021 control environment was unsatisfactory and
that s.28 had not been complied with. It did, however, alter aspects of the findings

catalogue and some of the surrounding audit detail.
Both the 2025 draft and the 2026 final report identified 21 significant deficiencies. The

‘other deficiency’ count (i.e. those deficiencies not categorised as ‘significant’)

increased from 11 in the draft to 12 in the final as a result of the addition of one entry
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5.5.3.

5.6.

5.6.1.

5.6.2.

concerning employment contracts. The section of the final completion report detailing

the specific control failures identified is reproduced in full at Annex 2.

For the purposes of this investigation, the 2026 report is treated as the final and
authoritative articulation of the auditors' position. Hereinafter the reports are referred
to in the singular. Unless otherwise stated, further references to the completion report

for the year ended 2021 are to the 2026 final version.

Weight to be given to the auditors' conclusions: the investigator's independent

function

The auditors' conclusions are important evidence but they are not self-proving and
cannot simply be adopted as my own. They have been assessed independently alongside

other available material.

In doing so, I distinguish between three classes of finding. The first comprises findings
independently corroborated elsewhere in the evidential record; these carry the greatest
weight. The second comprises findings broadly consistent with other material but not
fully verifiable from the documents before this investigation; these carry significant but
qualified weight. The third comprises findings that depend materially on audit working
papers or underlying documentation not available to this investigation and which
therefore cannot be independently checked; these are treated with corresponding

caution. The weight given to any particular finding reflects which class it falls into.
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6. THE S.28(1)(B) QUESTION: DID THE UNION FAIL TO ESTABLISH AND
MAINTAIN A SATISFACTORY SYSTEM OF CONTROL?

6.1.

6.1.1.

6.2.

6.2.1.

6.2.2.

Approach to the analysis

This section applies the legal framework set out within section 4 to the evidence and
determines whether Unite failed to maintain a satisfactory system of control during
2021. The analysis proceeds in two steps: whether the established deficiencies reflect
controls that were absent or inadequate; and whether they amount to an unsatisfactory

system within s.28(1)(b).

The first step: do the identified deficiencies reflect controls that were absent or

inadequate?

The first step requires more than establishing that things went wrong. The obligation is
to maintain a satisfactory system of control, not to achieve error-free financial
management. A series of isolated errors in a fundamentally sound system does not
constitute a failure to maintain a satisfactory system of control. A control that is absent,
or that exists but is inadequate to its purpose, is a defect in the system of control itself.
How much weight any such defect carries is a separate question, addressed in the tiered

structure below.

The “significant deficiencies” are addressed in three tiers: primary findings on which I
rely as the principal foundation for the s.28 conclusion; supporting findings which add
weight to but do not independently ground the conclusion; and discounted findings
which are not relied upon, with reasons stated. The “other deficiencies” are not subject
to this tiered structure. They are generally considered separately following the analysis
of the significant deficiencies, and their individual and collective weight is assessed at

that stage.
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6.3.

Primary control failures: Tier 1

(a) Absence of journal approval controls (Significant Deficiency 1)

6.3.1.

6.3.2.

6.3.3.

I find that the absence of a journal approval control was an established and significant

control failure during the year ended 31 December 2021.

Journal entries are the mechanism through which transactions are recorded in the
accounting records: their integrity is foundational to the accuracy of those records.
Unite’s financial reporting system did not require journal entries to be approved before
posting; that factual position is not in dispute. Disagreement went only to the level of

risk, not to the existence of the gap.

For example, whilst Colin Warner accepted the deficiency in substance, he
characterised the fraud risk it created as low, stating that manipulation would have
been almost impossible for anyone other than Kevin Robinson and Louanne
Muhammad, a Unite Finance Officer, to carry out. Howard Beckett argued that
post-posting review constituted an alternative system and that the absence of proved
fraud demonstrated the absence of real deficiency. I reject both arguments. Post-
posting review is not an equivalent substitute for pre-posting approval: it detects
rather than prevents, and detection after the event pre-supposes the very control
environment weaknesses that made prevention necessary. The absence of proved
misuse does not neutralise the control failure. The s.28(1)(b) obligation is to
establish and maintain a satisfactory system of control. A framework that permits
unreviewed posting of journal entries fails that obligation regardless of whether the
opportunity for misuse was in fact exploited. I find this to be a first-order control

failure.

(b) Absence of formal related party disclosure procedures (Significant Deficiency 5)

6.3.4.

I find that the absence of formal procedures for identifying related parties within the

Unite group was a significant control failure.
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6.3.5.

It meant Unite had no reliable mechanism for identifying conflicts of interest and
related party transactions. A related party transaction is one between the union and a
person or organisation with a close connection to it, such as an officer, a senior
employee or a company in which such a person has an interest. The failure to maintain
a procedure for identifying such relationships meant Unite could not comply with its
disclosure obligations under Financial Reporting Standard 102 (the financial reporting
standard applicable to the union's accounts) [“FRS102”], resulting in a qualification in
the 2021 audit opinion. The absence of formal procedures was not seriously disputed
by any witness. Len McCluskey and Howard Beckett offered contextual explanations
for procurement relationships within the trade union movement, but those explanations
do not address the absence of a formal identification and disclosure framework as an

institutional control. I find this to be a first-order control failure.

(c) Absence of a formal impairment review policy for the property portfolio (Significant
Deficiency 6)

6.3.6.

6.3.7.

6.3.8.

I find that the absence of a formal policy for reviewing Unite’s property portfolio for

impairment was an established and significant control failure.

Unite held land and buildings with a book value of approximately £151m at 31
December 2021. Impairment review is the process by which an organisation determines
whether assets recorded in its accounts are still worth what the accounts say they are
worth, by comparing the recorded value against what the asset could realistically be
sold for or generate in economic benefit (the recoverable amount). The absence of a
formal policy for conducting such reviews meant there was no systematic mechanism
for identifying when the recorded value of an asset had fallen below its recoverable

amount.

BDO classified this as a significant deficiency. Colin Warner accepted that there was
no formal policy and gave evidence that, as at 2021, those responsible for financial
decisions were not interested in impairment and he was not sure they were aware of

what impairment meant in respect of the broader portfolio. I treat Colin Warner's
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6.3.9.

6.3.10.

6.3.11.

account with the qualification that he was not in post until late 2021 and his
characterisation of decision-makers' awareness is largely inferential rather than direct.
Howard Beckett argued that existing governance structures, including property
management consultants, audit oversight and the reporting arrangements between the

F&GPC and the EC, constituted an adequate policy in practice.

I do not accept Howard Beckett's argument. The Birmingham Project is instructive.
Construction of the Birmingham hotel and conference centre and regional office began
in 2016 at an original estimated cost of approximately £45 million. Ed Sabisky's CV
records that the project was initially described internally as a "£25 million national
conference, training, education centre for Unite and adjacent hotel in Birmingham."
By the end 0f 2019, works were approximately three-quarters complete and expenditure
had reached approximately £100 million. Total project costs ultimately reached £112.2

million. At the balance sheet date of 31 December 2021, following impairment, the

hotel was valued at £29 million and the regional office at £8.6 million.

The absence of a policy had a practical consequence. Indicators of impairment existed
by the end of 2019. Both Len McCluskey and Howard Beckett were aware by around
that time that costs had run far beyond the earlier estimates, and Len McCluskey
confirmed he was aware from November 2019. An informal valuation of the hotel and
regional office was commissioned in December 2019. It came back far below what had

been spent, and it was not shared with BDO or the EC.

The cost position alone was enough to put the question in issue. Once the estimated
cost of a project has exceeded the original estimate by many millions, the question
whether the asset is worth what is being spent on it arises on the face of it, and a policy
would have required it to be asked and answered at that point. It was not asked, and
nothing was reported for a further year. The informal valuation makes the point sharper
rather than differently: the answer was already within the union's reach in December

2019.
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6.3.12.

6.3.13.

6.3.14.

6.3.15.

The 2021 completion report concludes that indicators of impairment not only existed
by the end of 2019 but were known to Unite at that date. Three factors are identified:
the significant overspend (with works three-quarters complete by year end 2019 and
virtually complete by year end 2020); management's own financial models for the hotel,
which when run across the asset's life did not generate sufficient cash to offset the cost
of construction, the 2021 models being identical to those used in 2019 and 2020; and

the December 2019 informal valuation itself.

No impairment review was conducted in 2019 or 2020 and no impairment was
recognised in the financial statements for those years. The accounts for earlier years
subsequently had to be corrected to reflect a substantial impairment that should have
been recognised at the time it arose. The completion report identifies an impairment of
£55.1m attributable across 2019, 2020 and 2021, with the largest component referable
to 2019; the cumulative impairment recorded in the accounts was £72.2m, reflecting

additional costs subsequently capitalised and impaired.

The 2021 financial statements include a series of prior period adjustments recognising
the impairment that should have been recorded in earlier years. In the final completion
report the most significant are: impairment of the hotel and conference centre of £42.9m
in 2019 with a partial reversal in 2020; impairment of the Birmingham regional office
of £12.2m in 2019 with further adjustment in 2020; and the consequential impairment
of Unite's equity investment in and loans to Blackhorse. In aggregate, consolidated

reserves as at 1 January 2021 were restated from £454.96m to £395.93m.

That outcome is not consistent with governance structures that were, in practice,
performing the function of an impairment review policy. If those structures had been
doing that work, the indicators would have been identified and acted upon when they
arose. They were not. I find this to be a first-order control failure with direct and serious

real-world consequences.
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(d) Absence of a formal procurement policy (Significant Deficiency 7)

6.3.16.

6.3.17.

6.3.18.

6.3.19.

I find that the absence of a formal procurement policy and policy enforcement controls

was an established and significant control failure.

BDO identified that Unite had no formal procurement policy and that contractual
relationships during the year did not follow normal procurement expectations,
including in relation to certain associated service providers and the main contractor for
the Birmingham Project. The absence of a procurement policy meant there was no
framework governing how Unite entered commercial commitments, no process for
ensuring that expenditure was appropriately authorised and documented before
commitments were made, and no mechanism for identifying and managing conflicts of

interest in procurement decisions.

The absence was accepted in substance by all witnesses who addressed it. Colin Warner
confirmed that procurement had been done outside finance or procurement because
those functions did not exist in the relevant form at the time. Len McCluskey
acknowledged the issue without substantive challenge. Howard Beckett accepted the
position in substance, characterising affiliate procurement as reflecting the nature of a

political organisation with trusted relationships within the trade union movement.

I do not accept that cultural or political context within the trade union movement
excuses the absence of a procurement framework in an organisation of this size and
complexity, particularly one deploying membership funds on capital expenditure of the
scale undertaken in the period up to and including the relevant period. A formal
procurement policy goes directly to the s.28(1)(b) objects: it is a control over
expenditure commitments, disbursements and the proper management of the union's
financial resources. Its absence in the context of significant capital expenditure is a
structural control failure of real significance, and one that was not without consequence.
The Birmingham Project is a cautionary illustration of what deficient or non-existent

procurement procedures can produce: it cost substantially more than the asset was
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eventually valued at, generating several reports identifying serious failings in its

management and control and subsequent investigations by the SFO and SWP. I find

this to be a first-order control failure.

(e) Absence of a purchase order system (Significant Deficiency 9)

6.3.20. 1 find that the absence of a formal purchase order system was an established and

significant control failure.

6.3.21. BDO identified that Unite, a large organisation, had no formal purchase order system.

Without such a system, there was no mechanism for identifying and authorising

purchases before financial commitments were made. The absence increased reliance

on manual controls and raised the risk of unauthorised purchases going undetected.

6.3.22. Kevin Robinson gave evidence of a compensating manual control: no invoice was paid

without the Finance Director countersigning it. I do not accept that this compensating

control adequately substituted for the absence of a purchase order system, for two

reasons:

6.3.22.1.

6.3.22.2.

First, the countersignature operated at the invoice stage, after financial commitment
had already been incurred. Colin Warner explained the structural difference
directly: a purchase order system requires approval before anyone orders goods or
services, whereas the existing process required the goods or services to be obtained
first and the invoice to be presented for approval afterwards. By the point of
countersignature, the commitment was already made and the practical ability to
refuse payment was limited. The countersignature was a reactive control, not a

preventive one.

Second, I have seen direct evidence suggesting that there were occasions in which
the countersignature control demonstrably failed to prevent irregular payments. At
least one payment (well before the relevant period) of approximately £100,000 was

made to the contractor ultimately engaged as the main contractor for the
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6.3.23.

Birmingham Project without any invoice at all*®. The compensating control did not

prevent that payment from being made.

I find the absence of a purchase order system to be an established and significant control
failure. It is not a finding of merely moderate weight mitigated by an effective
compensating control. The compensating control was inadequate in design, incomplete
in scope, and ineffective in practice in the most significant expenditure context of the

relevant period.

(f) Absence of a financial controls review (Significant Deficiency 16)

6.3.24.

6.3.25.

6.3.26.

I find that Unite had no established process for reviewing its control environment (no
evidence to the contrary was presented during the investigation), whether internally or

externally, and that this was a significant failure of the system of control.

A satisfactory system of control, properly understood, must include a monitoring

mechanism capable of identifying failures and generating a response to them.

The practical consequence is directly acknowledged in the completion report. BDO
could not determine, as at the date of the report, whether additional unidentified
deficiencies existed. That acknowledgment is significant. It means the catalogue of
deficiencies before this investigation may understate the true extent of the control
environment's inadequacy. That does not enable me to make findings beyond what the
evidence establishes, but it is relevant to the overall controls assessment. I find this to
be a first-order control failure going directly to the monitoring component of the

required framework.

(g) Finance function under-resourcing and the Finance Director vacancy (Significant

Deficiency 19 and Other Deficiency 11)

28 An email from John Taylor (a former Unite Finance Director), dated 18 August 2016, reported that a
contractor was paid this sum in December 2015, but no invoice was received.

45



6.3.27.

6.3.28.

6.3.29.

6.3.30.

I find that the combination of chronic under-resourcing of the finance function prior to
and throughout the relevant period, an eighteen-month permanent Finance Director
vacancy, and the appointment of an insufficiently qualified person to lead the finance
function for most of the relevant year constituted a serious combined failure of the

control environment.

Colin Warner described the finance function he inherited in late 2021 as severely under-
resourced. He stated that the accounts department had been neglected. He said that in
substance, after the death of the Finance Director Ed Sabisky in March 2020, and with
Howard Beckett in the role in his place, the department had no real strategic leadership
and was effectively running on the same processes it had always used without anyone

actively overseeing whether those processes remained adequate.

Mr Warner said the core of the finance function in 2021 consisted of Kevin Robinson

as Head of Management Accounting and Louanne Muhammad as Finance Officer,
with a payables team led separately by Jackie Murphy. He said he could not
understand how so few people were operating at a senior level. He added that,
although Kevin Robinson was not formally qualified, he had the knowledge and

competence of someone who was and was carrying an excessive workload.

Kevin Robinson gave direct and compelling evidence about the chronic under-
resourcing of the finance function. A critical structural change occurred in 2018, when
the Head of Financial Accounting and the Treasury Assistant left and were not replaced.
Kevin Robinson explained that the Head of Financial Accounting had been responsible
for routine journal entries and management of Unite’s bank accounts and
reconciliations, while the Treasury Assistant managed bank balances. When those roles
ceased, the work was redistributed rather than replaced, with the effect that the most
control-sensitive work in the central finance function lost its dedicated resource without
any formal redesign of the control architecture around those tasks. By the time Colin
Warner took over as interim Finance Director in 2021, the effective central team was

Kevin Robinson and Louanne Muhammad.
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6.3.31.

6.3.32.

Kevin Robinson stated that Ed Sabisky had told him that following the departure of the
Heads of Financial Accounting and the Treasury Assistant that recruitment would
follow within six months. It did not. He said that to the day he left, every interim
Finance Director and Finance Director had said the same thing and not a single extra
person had been recruited. He and his colleague were significantly over capacity. I
accept that evidence. It establishes that the central finance function was operating under
sustained staffing pressure in an area directly relevant to journals, reconciliations, and

other routine control activity.

I record one significant qualification to the analysis above, though it does not diminish
the overall finding. The departures of the Head of Financial Accounting and the
Treasury Assistant occurred in 2018, during Ed Sabisky’s tenure and well before his
death in March 2020. Most of the control deficiencies that BDO later identified in 2021
had their roots in structural absences that pre-dated the 2018 departures entirely. No
formal procurement policy existed before 2021; BDO identified one as absent in 2021,
but there is no suggestion it was deleted or discontinued, it simply never existed. The
absence of a purchase order system was equally structural: BDO’s 2021 observation
that Unite lacked a dedicated purchase ordering system reflects an institutional gap, not
a deterioration from a previous position. The absence of a formal impairment review
policy was a longstanding structural gap: the 2021 completion report records that Unite
had no formal policy to consider its property portfolio for impairment, and the triggers
for impairment in 2019 were known at the time but not acted upon. The adequacy of
budgets and forecasts was raised as a concern as early as the 2020 completion report,
which observed that management accounts were presented to the EC but that budgets
and forecasts lacked the depth needed to support a formal going concern assessment.
By 2021, the auditors' characterisation had hardened: the position was described as one
in which formal management forecasts had not historically been produced at all, with
only limited analysis of membership numbers. The distinction is relevant: the 2020
observation was one of inadequate depth; the 2021 finding was of a structural and

longstanding absence. Neither arose from the vacancy.
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6.3.33.

6.3.34.

6.3.35.

6.3.36.

The IT procurement controls point is more pointed still. Following a fraud in 2017,
remedial procedures were specifically agreed. The 2019 completion report found that
those agreed procedures were not being followed to the extent planned and
recommended urgent action. The 2020 report identified the same failure and noted that
changes in General Secretary and other senior positions had meant the embedding of
agreed changes remained incomplete. Unlike the other structural absences, this was not
a pre-existing gap but a failure to implement a remedy that had already been specifically
agreed, repeated across two successive audit cycles during and after the former Finance

Director's tenure.

In summary, these were not controls that functioned adequately and then fell away after
2018. They were absent or inadequate throughout. The more accurate analysis is
therefore this: the resourcing failures and prolonged vacancies materially worsened an
already weak environment by removing capacity to identify, evaluate and remediate

those deficiencies.

The position as to senior leadership is distinct. Ed Sabisky died in March 2020. A
qualified interim finance lead, Colin Warner, was not appointed until October 2021.
During the intervening eighteen months, the finance function was led by Howard
Beckett. The 2021 completion report records, under ‘other deficiencies’, that
throughout most of 2021 the finance department was led by an individual (plainly in
reference to Howard Beckett) who did not have an appropriate level of financial
experience. I accept that he had relevant financial management experience. However,
it is not accepted that his experience was at the level required to lead the finance

function of an organisation such as Unite.

It is necessary to address expressly the position of the former Finance Director, Ed

Sabisky, himself. He did not hold a UK professional accountancy qualification of the
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kind now required within Unite for senior finance appointments®’. That is a relevant
fact, but it is not determinative. The obligation under s.28(1)(b) is not to appoint a
professionally qualified accountant as such. It is to maintain a satisfactory system of
control. A person without a formal accountancy designation may still be capable of
discharging that function if they have sufficient substantive expertise to oversee and
evaluate the operation of the control system, whether through a properly qualified

internal team, through external advisers, or through a combination of both.

6.3.37. In my assessment, Ed Sabisky had that substantive expertise. His career demonstrated
extensive senior financial experience, including roles as Finance Director of a major
automotive business, Chief Financial Officer of a financial services business, Chief
Executive of a multi-jurisdictional commercial business, and a senior treasury role at a
major international corporation. He then served for many years as Finance Director of
Unite. Although he was not a qualified chartered accountant, his academic
qualifications and career experience were sufficient to place him in a position to
understand and oversee the financial control environment of an organisation such as
Unite. If appropriate systems had been put in place beneath him, or if appropriate
internal audit or external support had been secured and properly supervised, he had the
expertise to evaluate that work. The fact that control failures existed during his tenure

was therefore not a consequence of some lack of baseline capability on his part.

6.3.38. Howard Beckett's position was materially different. He had experience of financial
management in a legal practice. I accept that this was real and meaningful. However, I
do not accept that it transferred to the leadership of the finance function of a large trade
union with Unite’s scale, complexity, property holdings, investment position, pension
arrangements, and major project exposure. The financial management of a law firm,
even a substantial one, is materially different. It involves a more limited financial

structure. It does not ordinarily require oversight of a large property portfolio, group

2 His CV records an MBA from the Wharton Business School and a career in the automotive industry, principally
with General Motors, where he held a series of senior finance and executive roles from 1982 to 2003 before
becoming Finance Director of Unite.
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6.3.39.

6.3.40.

6.3.41.

6.4.

accounting across related entities, nine-figure investments, pension issues of the kind
present here, or major construction project accounting. I therefore do not accept that
Howard Beckett's prior experience made him sufficiently qualified, in substance, to

lead Unite’s finance function during the relevant period.

It is significant that no written job description for the Finance Director role existed®’. It
means that the responsibilities of the role were entirely dependent on the knowledge
and initiative of whoever occupied it, without any structural framework to ensure

minimum standards were maintained.

A satisfactory system of control requires those responsible for financial management to
understand and actively discharge their obligations. Under-resourcing of the technical
finance team, combined with the prolonged absence of sufficiently qualified senior
financial leadership, meant that the union could not reliably operate or maintain the
controls that a satisfactory system required. These matters were not merely contextual
background to other deficiencies. They were themselves failures of the control
environment and help explain why a number of the specific control absences identified

elsewhere persisted without effective correction.

I treat the 11" Other Deficiency (financial expertise) as confirmatory of the 19
Significant Deficiency (financial resource) rather than as a separate independent
finding; together they establish a compound failure of under-resourcing encompassing
both the chronic staffing gaps in the technical finance function and the absence of

sufficiently qualified senior financial leadership throughout most of the relevant period.

Supporting findings: Tier 2

(a) Outdated signatories and missing bank reconciliations (Significant Deficiency 2)

301 was informed that even to date no such job description exists for this role.
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6.4.1.

6.4.2.

6.4.3.

Outdated bank mandates and missing reconciliations on two accounts represented a real

but moderate control failure.

BDO identified two weaknesses in the management of bank accounts: outdated
signatory information on bank mandates, and a failure to perform reconciliations on
two specific Bank of Ireland [Bol] accounts. As to signatory information, Colin Warner
accepted this as a significant deficiency and Kevin Robinson acknowledged that
updating mandates had been an ongoing difficulty, attributed to the department
awaiting information from the current GS, Sharon Graham. I note that whatever the
operational explanation, outdated signatory information on bank mandates is not a
minor administrative matter. It bears directly on the authorisation of payments and the

integrity of financial controls.

As to reconciliations, I accept that the two accounts in question were dormant legacy
accounts with minimal activity (this appears to have been acknowledged by BDO), and
that the practical risk arising from this specific failure was therefore limited. Colin
Warner said his understanding from Luanne Hamid was that the failure had occurred
when a member of staff left and did not pass on their responsibility for the Bol accounts.
He described it as a "hiccup" rather than a chronic problem, and said it had since been
resolved. He acknowledged that at the time, as newly appointed interim Finance
Director with no handover, bank reconciliations for small Irish accounts would have
been "miles below" his radar. The failure is nonetheless real. The obligation to reconcile
accounts does not depend on the level of activity in them, and the absence of
reconciliation, even on dormant accounts, represents a gap in financial oversight. I treat
this as a finding of limited standalone weight, but one that contributes to the broader

pattern of control weakness identified in this report.

(b) Absence of formal budgets and forecasts (Significant Deficiency 4)

6.4.4. As to the absence of formal budgets and forecasts, there is a genuine conflict in the

evidence on this matter.
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6.4.5.

6.4.6.

Colin Warner stated that there had been no budgeting under the previous leadership.
Kevin Robinson stated that “budgeting does not exist within Unite the Union, never
has. In the 37 years I've worked there, there is no budgeting”’. Len McCluskey disputed
this in forceful terms, asserting that detailed regional membership forecasts had been
produced and presented to every regional secretary but were deliberately not formalised
in order to preserve negotiating flexibility on subscription increases. Howard Beckett

supported Len McCluskey's account.

I do not resolve that conflict by accepting one account in full over the other. The more
cautious and better-supported conclusion is narrower. The audit completion reports for
2019 and 2020 referred to budgets and forecasts that could be more in depth and
recommended that they be produced prior to the start of the next financial year, with
reference to high level management accounts being presented to the EC. That language
does not assert that no forecasting activity existed. It identifies a framework that was
insufficiently developed. The 2021 significant deficiency characterises the position as
one where formal management forecasts had not historically been produced, with only
limited analysis of membership numbers. Reading the recurrence across 2019 to 2021
consistently and without overstating the overlap, I find that the formal budget and
forecast framework was persistently inadequate rather than wholly non-existent. The
finding is that Unite lacked a sufficiently formal and developed budgeting and

forecasting process to support proper financial oversight during the relevant period.

(c) Insufficient payroll exception reporting (Significant Deficiency 10)

6.4.7.

I accept this as an established control failure of moderate weight. BDO identified that
the key payroll control in operation is a manual review of dummy pay run reports, but
concluded that the size of the organisation's payroll renders this ineffective, with false
information at an individual employee level unlikely to be identified. Compounding
this, no exception reporting had been developed to enable systematic, parameter-driven

comparison of data month on month.
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6.4.8.

6.4.9.

Kaye Heppell, Unite’s Head of Payroll, provided a detailed written response to this
finding. She stated that relevant reports were in active use, including the Earnings
Difference Report, which compares net pay period-on-period and flags movements
exceeding £100, and the Calculate Pay report, which identifies errors and warnings
prior to payroll finalisation. Cross-referencing between HR and payroll data is
performed using "VLookups" (a built-in function of spreadsheet software such as
Microsoft Excel, used here to search across datasets and identify anomalies). Payroll
also relies on direct review of payslips, arguing that familiarity with the workforce

enables qualitative judgements that automated thresholds cannot replicate.

This response demonstrates that considerable effort has been invested in payroll
oversight’!. However, the difficulty is that every one of these measures relies on
individual human judgement applied manually to data, which is precisely the weakness
the auditor identified in relation to the dummy pay run review. The existence of the
relevant reports does not constitute exception reporting in the relevant sense if those
reports are themselves subject only to manual review rather than systematic, parameter-
driven interrogation. The deliberate setting aside of a separate Variance Report that
flags “anything with a 5% variance”, the closest available tool to a genuinely
systematic control, on grounds that it is too cumbersome (confirmed by Kaye Heppell),
compounds this concern. Effort is not the same as effectiveness. BDO’s conclusion that
the manual review is ineffective at the scale of the organisation's payroll is borne out
by the payroll manager's own evidence, because a control environment that depends on
the knowledge, diligence, and continued presence of individuals®?, with no formal
documented process underpinning it, is precisely the kind of arrangement BDO appears
to have had in mind when concluding that false information at an individual employee

level was unlikely to be identified.

31 The existence of active, if imperfect, controls and the evident commitment of those operating them are material
factors In my assessment of this as a Tier 2 rather than Tier 1 deficiency.

32 Notably, Kaye Heppell, the person with primary responsibility for payroll, had in fact announced her retirement
in or around February 2026.
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(d) Absence of a formal contracts log (Significant Deficiency 11)

6.4.10. I accept that the absence of a formal contracts log was an established control failure of
moderate to strong weight. BDO found that throughout 2021 Unite operated a number
of commercial contracts whose existence and terms were not known by relevant
individuals within the finance function. That absence directly impaired Unite’s ability
to understand its legal entitlements to income and to maintain control over the collection
of debts owed to it. The management response confirmed the absence by indicating that
the establishment of a contracts log would be accelerated once a contract manager post

was filled; this appointment is confirmatory of the prior absence.

(e) Contractor registration for the Construction Industry Scheme (Significant Deficiency 20)

6.4.11. 1 accept this as an established control failure of moderate weight. The Construction
Industry Scheme [CIS] is a HMRC tax scheme governing payments made by
contractors to sub-contractors for construction work. Section 59 of the Finance Act
2004 defines who is a contractor for CIS purposes®®. Where the scheme applies, the CIS
regime requires the contractor to verify the sub-contractor's status with HMRC before
payment and to deduct tax at the applicable rate unless the payment may properly be
made gross. If the correct deduction is not made, the union may be exposed to potential
liabilities. Unite was unable to demonstrate that these checks were performed when
contracting Flanagans Group Limited [FGL] as the main contractor for the
Birmingham Project. Given the absence of any record of the checks, the general
mismanagement of the project (discussed elsewhere in this report), and the fact that
Colin Warner was unaware of the CIS’ existence until the auditors raised it, I find on
the balance of probabilities that the checks were not conducted. I categorise this as a
Tier 2 deficiency, reflecting that this is a gap in a specific area of payment management

rather than a broader failure of financial oversight.

33 Under CIS, the party commissioning and paying for construction work is termed the 'contractor’ and the party
carrying out the work and receiving payment is the 'sub-contractor,’ regardless of how those parties might be
described in everyday usage.
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6.5.

6.5.1.

6.5.2.

6.5.3.

6.5.4.

6.5.5.

Discounted findings

The following findings in BDO’s catalogue of significant deficiencies are not relied

upon, for the reasons stated.

Absence of a formal risk register (Significant Deficiency 3): 1 do not treat the absence
of a formal risk register as a significant control failure for s.28(1)(b) purposes. Colin
Warner challenged, with analytical force, the characterisation of a risk register as an
accounting control rather than a management tool. I accept that the absence of a risk
register may say something about the wider governance culture but I find it too remote
from the statutory objects of accounting records, cash holdings, receipts and remittances
to carry material weight in the s.28(1)(b) analysis. It was not raised in prior audit years,

which limits its contextual significance. It is discounted.

Membership data and IT access controls (Significant Deficiencies 8 and 15). 1 do not
rely on either of these findings in support of any adverse conclusion. In each case, the
audit completion report records a deficiency at a high level, but the underlying audit
work necessary to assess the substance of the point is not available to this investigation.
In those circumstances, and in light of Kevin Robinson’s specific rebuttals, I cannot

safely make an adverse finding on either matter.

As to membership data (Deficiency 8), Kevin Robinson stated that Unite was required
by statute to have its membership data independently verified each year and had done
so throughout the period in question, referring to s.24ZA TULRCA. He said the
membership audit certificate had been obtained and signed off every year and that the
deficiency finding did not engage with the existence of that independent verification

process.

As to IT access controls (Deficiency 15), (access reviews and formal controls in relation
to leavers and their removal from IT systems on departure), Kevin Robinson stated that

BDO spoke to him about this personally and “didn’t listen to a word that I gave them
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6.5.6.

6.5.7.

6.5.8.

as an answer because if they had, they wouldn’t have written what they 've written”. He
said that HR notified IT of leavers, IT locked the relevant Active Directory account,
and the relevant finance systems were Active Directory-controlled, so that a separate
finance-side leavers process was, in substance, redundant. I note that Unite have
nonetheless implemented new IT controls (a quarterly evidenced check) where the
systems accountant reviews user lists and permissions, alongside a Finance Systems

Access Policy (most recently updated in February 2026).

Nonetheless, without the underlying audit working papers that informed BDO’s
conclusions, I cannot determine whether BDO considered the statutory and technical
matters raised by Kevin Robinson, nor why an adverse conclusion was reached
notwithstanding them. In these circumstances, I decline to make an adverse finding of

fact on these points and I do not rely on them as established deficiencies.

Absence of independent financial expertise on the EC (Significant Deficiency 12): 1 do
not treat this as a primary control failure. The absence of specialist independent
members on the EC is better characterised as a governance observation and a
recommendation for constitutional change than as an accounting control failure within
the meaning of s.28(1)(b). At most it provides contextual support that those charged
with governance did not subject Unite’s financial controls to the scrutiny necessary to

identify or correct more direct control weaknesses. It is not independently relied upon.

Inadequate process for forming key judgements and estimates (Significant Deficiency
13). This finding is not relied upon. The auditors concluded that the process for forming
key year-end judgements and estimates lacked sufficient detail and scrutiny, but did not
identify the specific judgements or estimates in question, nor did they articulate what
impact the deficiency had or was likely to have on the accounts. The finding is
expressed at a level of generality that does not permit independent assessment. That
difficulty is compounded by the evidence of Colin Warner, who stated that in his view

"in most of these cases, no judgements and estimates were required." Without further
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6.5.9.

6.5.10.

6.5.11.

particulars from BDO, whether by way of working papers or otherwise, there is

insufficient basis upon which to rely on this finding.

Related party property transaction (Significant Deficiency 14): 1 do not make a
concluded finding on this transaction. Whilst strongly condemned by the current Unite
management, the factual basis, including the identity of the individual(s) involved, were
not clear from the audit completion report and this has not been formally established in

the evidence before this investigation.

Staff expenses, financial support to staff and related party transactions (Significant
Deficiency, 17 and 18): 1 do not rely on findings in respect of these matters. As to staff
expenses, there is insufficient particularity in the available evidence for me to
independently conclude that the recording methodology fails the s.28(1)(b) standard as
characterised by BDO. On financial support to staff, there was no particularity within
the report as to the alleged financial support. However, within the 2025 EC meeting
minutes to discuss the audit completion report it was suggested that an interest-free loan
of £400,000 had been made to the former General Secretary, Len McCluskey, with the
suggestion that the EC had been informed after the fact?.

Whilst concern was expressed during this meeting, I note that the evidence does not
establish that the financial support to staff was outside any agreed framework. The
previous EC Chair, Tony Woodhouse informed me that “the union used to give
mortgage-free loans, otherwise non-percentage loans, so that they could buy a house if
you have to move at the request of the union”. He provided an example of an individual
becoming a national officer and having to move, for example to London, in which
circumstances the union would provide a 0% loan or mortgage equivalent arrangement;
he provided the example of Derek Simpson, General Secretary immediately prior to
Len McCluskey, who had benefited from this scheme. Len McCluskey stated that the

relevant practice took the form of a home equity scheme that was well established

3 Widely reported in 2016; see e.g.: https://www.thetimes.com/uk/article/unite-leader-lacked-executive-

backing-

for-400-000-flat-deal-mgz3nv8h3
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6.5.12.

6.5.13.

within the union and operated pursuant to standard contractual arrangements available
to all officers required to relocate to London. Howard Beckett gave evidence to similar
effect, asserting that the scheme formed part of the collective terms of employment and
did not require separate EC authorisation, and that comparable arrangements existed

within the wider trade union movement.

The Project Clean-Up report characterises an early instance of such support as an
example of a failure of accountability but records that many EC members accepted
without question the leadership explanation that it formed part of a scheme available to
senior officials at the time. That report does not resolve whether the scheme existed on
the terms described. It states that no evidence was found to support its existence, but
does not identify from whom evidence was sought or obtained in reaching that
conclusion. That omission is material: the audit report's conclusion is inconsistent with
the account of the former EC Chair. In the absence of that resolution, I am not in a
position to characterise the practice as a control failure within the meaning of s.28(1)(b).

This element is discounted.

Verbal purchase authorisation (Significant Deficiency 21): This finding is discounted
entirely. Kevin Robinson specifically challenged it; he stated that he had asked BDO
for the specific examples of verbal authorisation in the audit sample and received none.
Colin Warner said the Head of Payables, Jackie Murphy, had told him that in the course
of audit testing, written evidence of authorisation had been found for every single
transaction reviewed. He said this suggested the deficiency may have been overstated
in its severity, while acknowledging Jackie Murphy's remit did not cover the whole of
Unite. However, without the underlying working papers to identify the instances, the
extent of the practice and the transactions affected, I cannot establish this point with the

cogency a serious finding requires. It is discounted.
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6.6.

6.6.1.

6.6.2.

6.6.3.

6.6.4.

The other deficiencies

The “other deficiencies” [“ODs”] appeared in the same completion report as the
significant deficiencies and formed part of the cumulative basis on which BDO reached
their s.28 conclusion. They carry less independent weight than the significant
deficiencies, but some provide moderate support for the wider picture of the union’s

control arrangements. I address the material other deficiencies as follows.

Employment taxes documentation (OD2): BDQO’s tax team identified a lack of
documentation to prove the status of PAYE and national insurance in off-payroll costs.
Colin Warner confirmed awareness of the issue, noting it was something that had kept
the permanent Finance Director awake at night for a considerable period and that it was
more HR and payroll than core finance, with an HMRC review ongoing at the time of
interview. The connection to the integrity of accounting records for employment costs

is direct. I treat this as a supporting finding of moderate weight.

Month-end membership adjustments not subject to review (OD3): BDO identified that
manual adjustments made at each month end and year end by finance team members
were not then subject to independent review, creating a risk that errors would not be
subsequently identified. Colin Warner accepted the finding and confirmed he did not
know who would review such adjustments, describing the absence of a reviewer as a
practical reality given resource constraints. The connection to the accuracy of the

accounting records is direct. I treat this as a supporting finding of moderate weight.

No formal controls over the investment portfolio (OD9): BDO identified that there were
no formal controls over Unite’s investment portfolio, which (in respect of the current
asset investments) stood at approximately £91.9m at the relevant date, while day-to-
day management was outsourced to external investment managers. Colin Warner
accepted the point in principle and conceded that the auditors had a point. A portfolio

of that scale without formal controls over fund transfers and investment decisions
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6.6.5.

6.6.6.

6.6.7.

6.7.

6.7.1.

6.7.2.

represents a direct and material risk to assets. I treat this as a supporting finding of

moderate weight.

Finance expertise (OD11): This is addressed above as part of the compound SD19 and
OD11 finding and is not treated as a separate finding.

The remaining other deficiencies (OD1, OD4, OD5, OD6, OD7, ODS, OD10 and
OD12) are weak to moderate individually. Each provides some supporting context for
the wider picture of the union’s control arrangements, but none is capable of bearing
material independent weight on the present evidence. I note them as part of the overall

picture without making individual findings in respect of each.

As a category, the material other deficiencies add modest but real weight to the

conclusions in this section.

Conclusion on the first step

The first step is established. The Tier 1 findings, individually and collectively, reflect
structural control absences rather than isolated errors. The Tier 2 and other supporting

findings add further weight.

The discounted findings have been excluded for the following reasons: either the
evidential basis is insufficient, the connection to the s.28(1)(b) objects is too remote, or
the witness evidence raises sufficiently cogent questions about BDO’s characterisation
that I cannot independently resolve on the material available without recourse to the
underlying audit working papers, which would fall outside the scope of this

investigation. Their exclusion does not weaken the overall conclusion.
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6.8.

6.8.1.

6.8.2.

6.8.3.

6.8.4.

6.8.5.

6.8.6.

The second step: does the established state of affairs constitute an unsatisfactory

system within the meaning of s.28(1)(b)?

The second step is evaluative. It requires a determination as to whether the deficiencies
established in the first step amounted to a failure to establish and maintain a satisfactory
system of control of accounting records, cash holdings, receipts and remittances within

$.28(1)(b). In my judgment, they did.

The established deficiencies were not isolated operational errors within an otherwise
adequate framework. They were structural failures affecting the design, operation and
monitoring of Unite’s financial controls across multiple components of the framework

identified at section 4.

Taking the Tier 1 and Tier 2 findings, together with the material other deficiencies,
against the statutory objects of s.28(1)(b) and against the components of a satisfactory

system identified at §4.2.7 above produces the following picture.

In respect of accounting records: the absence of journal approval controls goes directly
to the integrity of the recording process. The absence of formal controls over
infrequently used balance sheet accounts goes to the completeness of the records. The
absence of employment tax documentation goes to the integrity of employment cost

records.

In respect of cash holdings: the absence of a purchase order system goes to the control
of expenditure commitments before cash is disbursed. The absence of formal

investment controls goes to the oversight of the investment portfolio.
In respect of receipts and remittances: the absence of a contracts log goes to Unite’s

ability to identify and collect its income entitlements. The absence of related party

disclosure procedures goes to the identification and proper recording of transactions
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6.8.7.

6.8.8.

6.8.9.

6.8.10.

with connected parties. The absence of a procurement policy goes to the control of

expenditure commitments and disbursements.

In respect of the control environment as a whole: the finance function under-resourcing
and the Finance Director vacancy go to the human infrastructure required for any
system to operate effectively. The absence of a financial controls review mechanism
goes to the monitoring and correction capability of the system. The absence of an
impairment review policy goes to the adequacy of the process for maintaining accurate

asset values in the accounting records.

The established failures span all four statutory objects and address multiple components
of the framework identified in section 4. That breadth is not a requirement of the legal
test, which is satisfied by a material failure in respect of any one of the statutory objects.
It is, however, significant evidence that the inadequacy lay in the arrangements
themselves rather than in isolated instances of their operation. The second step is
established.

These failures must be judged by reference to the size and complexity of the
organisation concerned. Unite was and is a large and complex organisation with
substantial assets, significant investment holdings, a large payroll, major capital
expenditure commitments and multiple layers of governance. A control framework
adequate for a small or simple organisation would not suffice. What existed in 2021
was materially below what an organisation of this scale required. The deficiencies
established above demonstrated not merely that particular controls had failed, but that

the system itself was inadequate in both design and operation in many respects.

The duty under s.28(1)(b) is to establish and maintain a satisfactory system of control.
On the evidence, Unite failed in both respects. Some controls were never established in
adequate form; others existed only informally or were not maintained effectively in

practice. A system that depends on ad hoc arrangements and the knowledge and
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6.9.

6.9.1.

diligence of particular individuals, rather than on documented processes, appropriate

oversight and institutional monitoring, does not satisfy the statutory standard.

Conclusion on the s.28(1)(b) question

This is a finding of breach under s.28(1)(b). It does not automatically establish a
criminal offence under s.45(1). A breach of the s.28 duty establishes that the obligation
was not met. Whether that failure was the result of a refusal to perform the duty or
wilful neglect of it is a distinct and additional question requiring separate evidential

analysis.

7. THE S.45 QUESTION: DID THE UNION REFUSE OR WILFULLY NEGLECT
TO PERFORM THE S.28 DUTY?

7.1.

7.1.1.

Introduction and Approach

The legal framework governing the s.45(1) analysis is set out in full at section 4. The

issue is whether the s.28 breach resulted from refusal or wilful neglect within s.45.

. Before turning to those questions, I have identified one structural contextual factor that

runs through the entire s.45 analysis and must be understood before the individual
findings are assessed. For the years 2012 to 2020, BDO gave clean public s. 36 opinions
specifically in relation to Unite’s system of financial control, stating that there was
nothing to report in relation to the adequacy of that system. Those public opinions were
not general audit certifications but the product of a specific statutory duty under s.36(3)
TULRCA requiring the auditors to investigate and report specifically on whether the

s.28 standard was met.

Those public opinions are materially different from the private completion reports for
2018 to 2020, which did identify individual control deficiencies communicated to those
charged with governance. The private reports did not, however, suggest that the system
of control was unsatisfactory overall; they did not indicate a s.28 breach; and they did

not put any recipient on notice of the failures identified in this report. That context
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matters for the following reason. On the findings at section 5 above, the vast majority
of control failures (including those at Tier 1) were not new to 2021: they had been

present, on the evidence, for most if not all of the years covered by those clean opinions.

Where senior officers and EC members relied on those clean annual opinions as the
basis for their assessment of Unite’s financial control position, it is difficult to establish
that they were recklessly indifferent (the wilful neglect question) as to whether s.28 was
being met or that they refused to comply with their s.28 duty. The proposition would
be more readily sustained in circumstances where alternative internal mechanisms
existed through which control failures could have been identified and escalated to
governance independently of the external audit process, whether through a dedicated
internal audit function reporting to the Finance Director or one with a direct reporting
line to the EC governing body itself. Unite had no such mechanisms: the absence of
any internal audit or control review function was itself one of the Tier 1 failures
established in the s.28 analysis at section 6. In the absence of any separate internal
oversight, the external audit was the principal structured process through which an
adverse s.28 picture might have reached those charged with governance, and its

significance in the s.45 analysis falls to be assessed in that context.

To reiterate, the point is not that the auditors' s.36(3) duty displaces Unite’s own s.28
obligation, which plainly it does not. The point is that the annual statutory finding of
s.28 compliance is a significant consideration going directly to the mental element
question: where an actor had no adverse signal from the statutory officer specifically
charged with investigating and reporting on the very obligation in question, establishing
reckless indifference to that obligation or refusal is a materially more difficult task. The
independence and self-review issues identified at section 5 regarding BDO/BSO’s audit
and non-audit responsibilities may be relevant to understanding why BDO did not
identify the inadequacy of the control arrangements. So may BDO’s views as to the
limited extent of their duty. Why BDO did not identify the position matters less, for
s.45 purposes, than the fact that they reported an opinion that Unite’s system of control

was satisfactory over many years. For s.45 purposes the starting point is: what those
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7.2.

7.2.1.

7.2.2.

7.2.3.

charged with governance knew or believed at the time. No actor at EC or senior
management level was told that the clean BDO audit opinions were unreliable. That is
an important contextual factor separating the s.28 breach from a s.45 offence and it is

applied throughout the individual analyses that follow.

That reasoning answers the position of those who had nothing before them but the
auditors' assurance. It does not answer the position of someone who had specific
knowledge of a financial problem from his own dealings with it, independent of
anything the auditors said. There the audit opinions are of little assistance, and the
question falls to be decided on what the person knew and what he did about it. The
Birmingham Project is that case, and I address it within the analysis at §§7.4 — 7.5

below.

The Attribution Question: Whose conduct constitutes a union's refusal or wilful

neglect for S.45(1) Purposes

Applying the principles set out at §4.3 above, up to three attribution routes may be

available here.

First, Rule 19.6 places the s.28 duty expressly on the EC. Where the union's own rules
give responsibility for a matter to a named body, the conduct and state of mind of that
body in performing or failing to perform the duty are the union's. That is the most direct

of the three.

Second, the General Secretary holds constitutional executive authority for the union's
affairs under Rule 14.11 on an ongoing basis. The duty under s.28 is a continuing one:
it requires a satisfactory system of control to be maintained over time, not established
once. The nature and subject matter of the duty is relevant to whose conduct counts and
a duty of that character points to the person with day-to-day executive authority to

secure it on the union's behalf.
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7.2.4. Third, the Finance Director. This route is less clear cut than the other two. The EC and

7.2.5.

7.3.

7.3.1.

the General Secretary hold their positions under the Rules. However, the Finance
Director held the most direct operational responsibility for financial control. He was
responsible for presenting the financial reporting to the EC, and he was the union's point
of contact with its external finance advisers on non-audit services, which engages the

control environment with which s.28(1)(b) is concerned.

The analysis below follows the chronology, which also tracks the way knowledge
moved through the union. It begins with what Ed Sabisky, then Finance Director, knew
and what he told the General Secretary before his death. I make no finding against him.
It turns to Len McCluskey, who was GS throughout the relevant period, and then to
Howard Beckett, who succeeded Ed Sabisky as interim Finance Director; the evidence
as to knowledge of the matters bearing most directly on control failures is concentrated
in these two. As appears below, knowledge of those matters is not the same as
knowledge that the system of control was deficient, and that distinction is central to the
conclusions I reach. It concludes with the EC, whose liability under s.45(1) by
attribution runs on a parallel track to its deemed personal liability under s.45(2)(a) and

is addressed together with it.

The Former Finance Director: The Knowledge Chain

Ed Sabisky, the former Finance Director died in March 2020, approximately nine
months before the start of the relevant period. His conduct and awareness are
nonetheless relevant to the s.45 analysis for a specific reason: the control failures
established in this report were not new to 2021 but had been present, on the evidence,
throughout his tenure. Any knowledge of the control environment he communicated to
the then General Secretary, Len McCluskey, before his death would therefore bear on
Len McCluskey’s awareness of a position that continued into and through the relevant

period.
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7.3.2.

7.4.

7.4.1.

7.4.2.

7.4.3.

The critical question for the s.45 analysis is what Ed Sabisky communicated to Len
McCluskey about the state of the control environment. There is no evidence before this
investigation that he communicated anything to Len McCluskey about the control
failures identified in this report, about the adequacy of the financial control framework
more broadly, or about any of the structural absences whose existence underpins the
s.28 findings. BDO’s clean opinions throughout his tenure provided Len McCluskey
with no adverse signal about the system of control. On the evidence available, the
knowledge chain between Ed Sabisky and Len McCluskey extends to one matter only:
in November 2019 he met with the General Secretary and communicated that the
Birmingham Project was experiencing significant cost escalation. Len McCluskey
accepted this in oral evidence. Ed Sabisky was commissioned to produce a report for

the March 2020 EC meeting. He died before that report was produced.

The General Secretary: S.45(1) Attribution Analysis

Len McCluskey held office as General Secretary throughout most of the relevant
period. Under Rules 15.3 to 15.5 he was responsible for the administration of Unite’s

affairs and for managing all employees.

On the evidence available, he had no demonstrated awareness of the control failures
identified in the s.28 analysis. His stated basis for assessing Unite’s financial health was
Ed Sabisky’s quarterly reports and BDO’s clean annual opinions. No documentary or
witness evidence establishes that he was informed of any of the structural control

absences whose existence underpins the s.28 findings during his tenure.

The Birmingham Project stands apart, because there he had actual knowledge of a
financial problem from his own dealings with it, and the argument against him does not
depend on what the auditors did or did not tell him. It provides the principal
circumstantial basis on which wilful neglect or refusal to comply with the s.28 duty

might be argued against Len McCluskey.
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7.4.4.

7.4.5.

7.4.6.

7.4.7.

He accepted in oral evidence that he became aware of significant cost escalation in
respect of that project in November 2019 following a meeting with Ed Sabisky. That is
an admission of actual knowledge of a specific financial problem at a specific point in
time. His own account of it is not that of a man who thought the matter minor: he
described himself as “shocked... [to put it] mildly” and called the position a “disaster”.
He commissioned a report for the March 2020 EC meeting. Ed Sabisky was due to
complete the report but died before producing it. Responsibility passed to Howard
Beckett. Len McCluskey said that a January 2021 special EC meeting was called ahead
of the planned March 2021 reporting date because of press reporting, and that this

accelerated the timeline he had anticipated.

His knowledge had two consequences, and they are distinct. The project had cost many
millions more than the estimate on which the EC had proceeded. Expenditure of union
members' money at that level of departure from the original estimate called for reporting
to the EC, whatever the completed building turned out to be worth. He was also on
notice from the same fact of a significant risk that the asset was worth substantially less

than had been spent on it.

An informal valuation of the hotel and regional office was commissioned in December
2019, within a month of that meeting. It returned figures far below what had been spent,
and it was not shared with BDO or the EC.? Len McCluskey and Howard Beckett each
gave evidence during separate Unite investigations that they had not seen the
correspondence relating to it. I make no finding on that question and do not need to.
Len McCluskey’s knowledge from November 2019 was sufficient to found the
conclusions I reach below. The valuation would have told him the measure of the

shortfall. It is not the source of the obligation, which had already arisen.

The period from November 2019 to the January 2021 special EC meeting is fourteen
months. Len McCluskey’s sequential explanation for that gap is: report was
commissioned; the proposed author died; his successor needed time to reconstruct a
complex multi-party financial picture; COVID created additional obstacles; press
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7.4.8.

7.4.9.

7.4.10.

reporting accelerated the timeline. Howard Beckett’s evidence (discussed in more detail
below) corroborates this framing in substance. I accept that the sequential explanation
is a plausible account of how the delay accumulated. For s.45 purposes, the reporting
gap is not itself a failure to perform the s.28 duty, which consists in the maintenance of
a satisfactory system of control: it is a consequence of the absence of adequate controls.
Its relevance to the s.45 analysis is therefore indirect and circumstantial, bearing on
whether awareness of a major cost overrun on a significant capital project ought to have
prompted Len McCluskey to look more widely at the adequacy of the institutional

framework surrounding it.

I find that the cost escalation known to Len McCluskey from November 2019, and the
fourteen-month reporting gap constitute serious management failures. However, I do
not find wilful neglect or a refusal to comply with the s.28 duty established. The

reasoning is as follows.

As to actual knowledge, a financial problem on a project does not of itself reveal
whether an adequate system of control existed or not: the connection between a poor
financial outcome and a deficiency in the system of control is not a direct one, and is
unlikely to be apparent without financial or accounting expertise. Len McCluskey knew
that a project had gone significantly over cost. That knowledge does not carry with it
knowledge that the system of financial control was deficient, and it is the latter to which

the s.28 duty is directed.

As to reckless indifference, the argument is that awareness of an overrun on this scale
ought to have prompted wider inquiry into the adequacy of the controls surrounding the
project, and that the failure to make that inquiry was reckless indifference as to the
underlying control issues. What tells against it is his response to what he learned. He
commissioned a report, and when the officer who was to produce it died, responsibility
for it passed to another. He did not report to the EC for fourteen months, and I find that
he should have done. Keeping the matter away from the EC for that period delayed the

point at which anyone else could examine it, and the wider inquiry into the controls
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7.4.11.

7.4.12.

7.4.13.

surrounding the project was among the things that delay held up. That is the substance
of the neglect I find. It is not indifference. He was gathering the material with a view to
reporting it, and the problem would have reached the EC on that footing, later than it
should have but not never. An officer who intends the position to be disclosed, and is
working towards disclosing it, is not indifferent to whether his financial responsibilities

are being discharged. He is discharging them badly.

The January 2021 special EC meeting was the point at which cost escalation on the
Project was first reported to the EC. Len McCluskey’s written statement to the January
2021 special EC meeting (in the documentary record) characterised the Birmingham
Project as something to be proud of and presented it as a sound investment valued at
the cost of its construction. Howard Beckett's report at the same meeting described the
project as valued "at the cost of the construction, making it a sound investment for the
union.” The documentary record of that meeting contains no reference to impairment

indicators.

The presentation was materially incomplete and ultimately misleading; in particular,
impairment indicators were not disclosed and the position on asset value as recorded in
the audit completion report was not accurately reflected. Len McCluskey said his
account was based on what Ed Sabisky had told him in late 2019 and what Howard
Beckett had reported in preparation for the meeting. He said it was BDO who had
recommended that the full cost of the Birmingham Project be recorded in the accounts
at the value they suggested. In particular, he said the valuation recorded in the accounts
at cost had been suggested by BDO to Howard Beckett, and that Mr Beckett had told
him this, which he said was the basis for his statement to the EC that the asset had been

valued at the price of its construction.

I find that the incompleteness (at this stage) reflects a failure of judgment about what
was required to be disclosed, including a misunderstanding of what BDO’s position on
asset value meant and required, rather than a conscious decision to withhold material
information. The incompleteness does not alter the s.45 analysis: it is consistent with
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7.4.14.

7.4.15.

7.5.

7.5.1.

the pattern of management failure already identified, but it does not supply the

awareness of the s.28 position that the wilful neglect or refusal analysis requires.

I find that the mental element required for a s.45(1) offence is not established in respect
of Len McCluskey. There is no demonstrated awareness of the control failures
identified in the s.28 analysis. BDO’s clean opinions throughout his tenure are a
significant consideration bearing directly on whether he was recklessly indifferent as to
the performance of the s.28 duty. The cost escalation knowledge and the fourteen-
month reporting gap constitute a serious management failure but it falls short of the

requirements of s.45.

I nonetheless record the following serious management failures in respect of Len
McCluskey: the appointment of an unqualified person (Howard Beckett) who was
already over-capacity to lead the finance function for eighteen months during a period
of major capital commitment; the fourteen-month gap between awareness of significant
cost escalation on the Birmingham Project and reporting to the governing body; the
materially incomplete presentation at the January 2021 special EC meeting, which
failed accurately to reflect impairment indicators and BDO’s position on asset value;
failures of oversight of the Birmingham Project more broadly, including the decision to
place responsibility for the project with Howard Beckett without adequate additional
support or expertise; and associated governance failures in the management and
oversight of that project, the details of which are addressed to some extent in the Project
Clean-Up report. It must be stated that several of the conclusions and observations in
that report are contested by Len McCluskey (and other interviewees). Nonetheless, Len
McCluskey took responsibility for failures on that project stating, “I’'m the General

Secretary and I'd have to accept that because there’s no doubt it was badly managed”.

The Interim Finance Director: s.45 (1) Attribution

Howard Beckett became interim Finance Director on Ed Sabisky's death in March 2020

and held the role for around eighteen months. He was also Legal Director and Head of
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7.5.2.

7.5.3.

7.5.4.

Affiliated Services, and from March 2020 he managed the Birmingham Project. The

attribution route through the Finance Director is the one identified at §7.2.4 above.

Whilst he was an interim Finance Director during the relevant period, he did not
actively line manage the finance team; this responsibility was passed to the head of
HR, Barbara Kielim, with matters escalated to her rather than to him; there has been
no suggestion that Barbara Kielim had any particular financial expertise. Reports to
the EC were submitted to Howard Beckett, but he had no material oversight of
the finance department beyond that. That is a significant default of responsibility on

any view.

Nonetheless, it has to be seen in the context of the load he was carrying. Four substantial
roles at once, one of them a finance function he was not qualified to lead and another a
capital project in difficulty, was not a workable arrangement. That was in part a failure
of the union's management, addressed at §7.4.15, and in part a question about his own
judgment in accepting so much. Notably, he sought assistance from BDO, through
Gareth Jones, to recruit a Finance Director from at least December 2020, with
discussions in March 2021 continuing into July 2021. Those discussions record the
difficulty of recruiting to the role at the remuneration the union could offer against
private sector comparators and suggest that some active steps were being taken to fill

the gap left by the absence of a fully engaged Finance Director.

Something should be said about BDO's position during this period, because it bears on
how the finance function operated in the absence of a fully engaged Finance Director.
Howard Beckett was adamant that BDO were at the time expressing the view that they
were more than comfortable that the union had systems in place. He was anxious that a
broad range of documents recording his dealings with BDO be disclosed, to show the
reliance placed on them and their integration into the union's finance operations. It was
not proportionate for me to obtain all of that material, but what I have seen, in the

primary documentation and in witness evidence including that of Kevin Robinson,
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7.5.5.

7.5.6.

7.5.7.

satisfies me that BDO's role extended well beyond the audit function and that there is

at least some force in his point.

Two qualifications follow. I have seen no evidence that BDO's duties amounted to an
internal audit or risk function separate from their independent audit role, and it was not
suggested to me that any such evidence existed. Nor did their substantial non-audit
engagements lessen the union's own s.28 responsibilities in respect of its control
environment, which remained where the Rules put them. What I do accept is that BDO
were embedded in the union's finance operations to a considerable degree and raised no
substantial control issues during Howard Beckett’s tenure, whether in the audit function
or outside it, and I have found elsewhere in this report that control deficiencies existed

throughout the period which BDO did not raise.

That environment makes it harder to conclude that Howard Beckett refused to comply
with the s.28 duty or was recklessly indifferent to it, notwithstanding the catalogue of
deficiencies that existed while he held the role. It is not a conclusion I reach
comfortably. His abdication of oversight of the finance function was near-total, and the
question is a close one, made more difficult by the combination of that abdication, his

inexperience at that level, and the volume of work he had taken on.

As with Len McCluskey, there is no evidence that he was made aware of the control
failures identified in the s.28 analysis, but the Birmingham Project stands apart for the
same reason: there he had actual knowledge of a financial problem from his own

dealings with it.

The Birmingham Project

7.5.8.

By March 2020 Howard Beckett knew that costs were far above the expected figure.
He was given a figure of around £87m and, a week later, an updated figure of around
£98m. His knowledge of the cost position was in substance the same as Len

McCluskey’s, arrived at some months later. He was tasked from March 2020 with
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7.5.9.

7.5.10.

producing the report, and it was not presented until the special EC meeting in January

2021.

He did not sit on the problem. He went to Consarc Design Group Limited, the designers,
architects, quantity surveyors and consultants on the project, for an explanation of the
overspend, and asked them to liaise with the main contractor, Flanagans, and the project
managers, Purple Apple Management Ltd. He asked BDO for assistance. All of these
worked with him on the report he eventually presented to the EC in January 2021.

His explanation for not reporting sooner has three elements:

7.5.10.1. He would not have taken the matter to the June 2020 EC, having just arrived in the

role in the circumstances of his predecessor's death, and being reluctant to begin by

attributing failings to him.

7.5.10.2.  As to September 2020, he accepted that he might have raised it, but pointed to

pressures of work, the effects of COVID, and that the work was falling on very few

people because everybody was working from home.

7.5.10.3. He also said he would not have been confident enough by September to report

7.5.11.

7.5.12.

accurately, and that there was no chance of it happening without his fully knowing

the facts as to how everything had come about.

The first of those has some force. The second and third have less. He did not appear to
take into account that the project had been running for several years and that the cost
update was already long overdue, so the question was never whether to report promptly
but how much further to add to an existing delay. He has a point about the scale of the
project and his own recent arrival, but I do not consider it was at all prudent to keep the

EC in the dark for as long as he did about the fact of the overspend.

Two matters after January 2021 bear on the same assessment. The report he presented
was in any event misleading in respects addressed at §§7.4.12 to 7.4.14. And when

Helen McFarlane, an EC member, followed up by email, he did not respond; he

74



7.5.13.

informed me that he did not have the personal time to deal with all her enquiries, so he

directed the queries to Len McCluskey or the finance department or both.

That the overruns were reported in the press in January 2021, and that this forced the
special EC meeting, illustrates what the delay had come to. The EC learned of the
position from the newspapers rather than from the Finance Director tasked with

reporting to them ten months earlier.

Conclusion on s.45(1)

7.5.14.

7.5.15.

7.5.16.

I find serious management failures in respect of Howard Beckett: the near-absence of
oversight of the finance function while he held the role; the ten-month gap between his
knowledge of the cost position and his report to the EC; the incompleteness of that
report; and his failure to respond to a member of the governing body seeking to

scrutinise it. However, I do not find wilful neglect or refusal established.

The reasoning largely follows §§7.4.10 to 7.4.13 and I do not repeat it. Knowledge that
a project has gone badly over cost is not knowledge that the system of financial control
is deficient. And he was not indifferent to the problem he had: he commissioned work
from four separate sources to establish the position, with a view to reporting it. What
he commissioned was directed at the costs of a single project rather than at the union's
system of control; it is not itself performance of the s.28 duty. It does show him acting
on a financial problem rather than leaving it alone, and that makes it harder to conclude

that he was indifferent to whether his financial responsibilities were being discharged.

A Finance Director ought to have an eye on control matters, and that is why the
attribution route is arguably open. But a person in Howard Beckett's position, who saw
close and continuing cooperation from BDO as regards non-audit services, whilst in
receipt of clean audit opinions, and who was not himself a finance professional, is not
shown by that failure to have been recklessly indifferent to whether the s.28 duty was

being performed. Neither wilful neglect nor refusal is established.
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7.6.

7.6.1.

7.6.2.

7.6.3.

7.6.4.

The Executive Council: s.45(1) Attribution

The EC is an available attribution route for s.45(1) purposes. Under Rule 19.6, the Rules
place on the EC the duty corresponding to s.28. If the EC collectively refused or wilfully
neglected to discharge that duty, that state of mind would be attributable to Unite for
the purposes of s.45(1).

The EC formally accepted responsibility for accounting records and internal control in
the audit engagement materials. Whilst this is strong evidence that the duty was
allocated to the EC as a matter of constitutional and governance responsibility, the
question for present purposes is not formal allocation alone, but whether the EC knew

and refused, or wilfully neglected the s.28 duty.

On the documentary record, the evidence of such knowledge is limited. The EC minutes
available for 2021 do not record any discussion of accounting controls, control
deficiencies, or the adequacy of Unite’s control framework. They record financial
reporting in summary form, but not engagement with the s.28 question as such. The
2018,2019 and 2020 completion reports were formally presented to the EC. Each raised
particular control weaknesses, but none suggested that the union’s system of control

was itself inadequate.

As previously noted at §§5.3.1 — 5.3.5 the public audit record conveyed the opposite
signal. For the years 2012 to 2020, BDO gave clean public opinions in relation to
Unite’s system of financial control. No EC member was told that those opinions were
unreliable. In the absence of any separate internal audit or control review function, and
in the absence of any proved internal escalation of the control deficiencies to the EC,
those public audit opinions are a significant consideration bearing directly on whether

collective reckless indifference or refusal can be established.
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7.6.5.

7.6.6.

7.6.7.

The EC did not ignore financial matters altogether. The evidence shows that EC
members raised questions about financial outcomes, major projects, and reporting to
committees. The March 2021 EC minutes record concern about the extent of financial
information being provided to the F&GPC. Witness evidence also establishes that EC
members could and did ask questions when matters were put before them. The difficulty
is not total passivity. It is that the questions evidenced were not directed to whether the
union’s control framework was adequate or whether the s.28 duty was being

discharged.

The witness evidence supports that distinction. Andy Green said that EC members
would not ordinarily think to ask the control question because they lacked the expertise
to do so. Susan Matthews’ position was to similar effect: lay EC members relied on
specialists, and it was only after the audit completion report that the EC had a clearer
understanding of the questions it ought to be putting to the Finance Director. Colin
Warner said that members had the right to ask any questions they wished and did
exercise that right, but he identified the size, diffuse composition, and lack of financial
expertise of the body as real constraints on effective scrutiny. As to the F&GPC, the
evidence was that members did ask questions, but that the committee had no particular
financial expertise, that the level of scrutiny applied was not strong and could, in Colin

Warner’s description, be “rubber-stampy”.

Helen McFarlane is best treated as a notable example of active engagement, rather than
a lone exception. As noted above, she sent detailed written requests for financial
information about the Birmingham Project to Howard Beckett during the relevant
period. Those requests were received by him. Howard Beckett was asked directly by
Helen McFarlane when he had become aware of the additional costs and what
accounted for the delay before the matter was reported to the special EC meeting. He
did not answer those questions. However, the fact that those questions were asked is a
pointer away from wilful neglect on the part of the EC. It demonstrates that, when
concerns became apparent and were placed before the EC, they were (at least in some

instances) raised and pursued rather than ignored or brushed aside.
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7.6.8.

7.6.9.

There is no evidence of a deliberate collective decision not to comply with a known

s.28 obligation. No finding of refusal is made.

I find that wilful neglect of the s.28 duty is not established against the EC collectively.
There is no evidence that the EC as a body knew the control system was unsatisfactory
and chose not to act. The evidence discloses collective passive reliance on the Finance
Director and on BDO’s clean opinions, without independent verification. It does not
constitute actual awareness that the s.28 duty was not being performed, or reckless
indifference as to whether it was. Section 45(2)(a) deemed liability does not therefore

arise.

7.6.10. Nonetheless, I record the following serious governance failures in respect of the EC:

7.1.

7.7.1.

7.7.2.

the acceptance of the s.28 duty in writing without any subsequent step to verify its
discharge; the failure at any point during the relevant period to raise any question during
EC meetings about the adequacy of the financial control framework; and the absence
of any documented challenge at EC level to the appointment of a person with
insufficient financial expertise to lead the finance function for eighteen months during

a period of major capital commitment.

Overall Conclusion on the s.45 Question

The conclusion that no s.45 offence is established does not diminish the gravity of the
s.28 findings. Serious and persistent breaches of s.28 are established across multiple
Tier 1 (and other) control failures. Those breaches arose from management and
governance failures at the highest level of Unite, sustained over a period of years, that
left the union without the control infrastructure its size, complexity and financial

commitments required.

Two things separate the s.28 breach from a s.45 offence. As to the control failures
generally, BDO's clean public opinions from 2012 to 2020 are the principal

consideration. Had those responsible been told that the system of control was
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7.7.3.

7.8.

7.8.1.

7.8.1.1.

7.8.1.2.

7.8.1.3.

7.8.2.

unsatisfactory, the analysis may well have reached a different conclusion. As to the
Birmingham Project, where Len McCluskey and Howard Beckett did have knowledge
of a serious financial problem, what tells against wilful neglect is not the audit position
but their own response to it, which was to establish the position with a view to reporting

it, however badly and however late.

That they were never told the system was unsatisfactory is itself part of the same
institutional failure. A union which has no process for reviewing its control
environment, and which relies for that purpose on auditors whose role does not extend

to looking for deficiencies, will not learn of them.

Overall conclusions on serious failures falling short of s.45

The serious management failures recorded in respect of Len McCluskey and Howard

Beckett are findings I have made in clear and unambiguous terms.

In respect of Len McCluskey: the appointment of an unqualified person to lead the
finance function for eighteen months during a period of major capital commitment
on the Birmingham Project; the fourteen-month gap in reporting a major cost
overrun to the governing body; and the materially incomplete presentation when
reporting eventually came.

In respect of Howard Beckett: the near absence of oversight of the finance function
throughout his tenure as interim Finance Director; the ten months between his
knowledge of the cost position on the Birmingham Project and his report to the EC;
the incompleteness of that report; and his failure to respond to a member of the
governing body seeking to scrutinise it.

These are findings that go to the standards of governance expected of those who
held the highest senior management positions in Unite. They fall short of the

criminal threshold. They should not for that reason be treated as insignificant.

The EC's position warrants a separate observation. The EC accepted its statutory duty

expressly and in writing. The evidence does not establish that EC members were wholly
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7.8.3.

7.9.

7.9.1.

passive: some raised questions about financial matters and the Birmingham Project
during the relevant period. But no question was ever directed at whether the s.28
obligation was being met or whether the control framework was adequate. In the
evidence I gathered Helen McFarlane’s persistent written requests are the most notable
example of active engagement, but even those were directed at project and financial
outcomes rather than at the control framework itself. That context matters but it must
be set against the following: EC members were lay persons without financial or
accounting expertise; no one within the finance function, whose expertise might have
been expected to identify and escalate control deficiencies, raised concerns about the
adequacy of the framework with the EC; and BDO returned clean annual opinions
specifically directed at whether the s.28 standard was being met. Those three factors
together go a significant way to explaining, without excusing, why the EC's collective
failure to engage with the control framework did not cross the threshold of wilful

neglect or refusal.

The failure remains a governance failure of a serious character. It was sustained across
a period of years, against the background of an express written acceptance of a statutory
obligation that was never once actively verified. That it falls short of the criminal
threshold does not make it insignificant, and it should not be treated as such.

The Time Limits Question

As no s.45 offence is established, the question of time limits under s.45A does not arise.

8. REMEDIATION: WHAT STEPS HAVE BEEN TAKEN TO ADDRESS THE
CONTROL FAILURES IDENTIFIED?

8.1.1.

My terms of reference include, where a s.45 offence is found, a requirement to report
on any steps taken to remedy the breach or prevent recurrence and to describe the nature
and timing of those steps. No s.45 offence has been established and that specific

obligation does not therefore strictly arise.
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8.1.2. Although no s.45 offence is established, remediation must still be addressed. A report
identifying serious control failures would be incomplete if it said nothing about the
steps taken to remedy them. Accordingly, I summarise the steps taken in respect of the
most significant failures identified in this report, consider the timing and nature of those
steps, and conclude with observations and any further recommendations considered

appropriate.

8.2.  Documents bearing on remedial steps

8.2.1. The management responses set out within the 2021 completion report, together with
the supplementary response provided by Emma Gibbons and Colin Warner on 10
February 2026 [“the Remediation Document”] are the primary contemporaneous
documentary record of Unite’s remedial stance. Those documents are attached to this
report as Annexes 2 and 3, respectively. For each significant deficiency, a management
response records what action is proposed or in progress. The approach to remediation
is addressed below with the finance function leadership, resourcing and financial

controls review addressed first, given their overarching significance.

Finance function under-resourcing and the Finance Director vacancy (Significant Deficiency

19 and Other Deficiency 11)

8.2.2. As to financial resource and expertise within the team (SD19) BDO had commented
that the current finance department benefited from experienced and committed staff but
was still under-resourced; by the time of the first audit completion report in June 2025,
the team had already been bolstered with the addition of two qualified accountants
hired on a temporary basis in April 2024: R. Quiddington (ACA) and R. Welsford
(FCCA). It was nonetheless recommended that a strategic review be performed to

identify areas where appropriate additional resource could be provided.
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8.2.3.

8.2.4.

8.2.4.1.

8.2.4.2.

8.2.4.3.

8.2.4.4.

8.2.4.5.

8.2.4.6.
8.2.4.7.

8.2.5.

By the time of the first audit completion report this review had already been conducted.
From September 2025, Unite undertook a more extensive structural reorganisation,
described by the finance leads, Emma Gibbons and Colin Warner, as the principal

response to the audit findings.

In addition to Emma Gibbons, who was appointed as permanent Finance Director and

who is a qualified chartered accountant (FCMA), M. Clayton replaced Robinson as
Head of Management Accounting with effect from August 2025. The
resulting restructuring involved the addition of seven new permanent roles. A
condition of appointment for each accounting role is a full professional qualification.

The status of these roles is as follows:

C. Harris (qualified CIPFA) was appointed as permanent deputy Finance
Director to replace Colin Warner.

P. Markham (qualified ICAEW) was appointed as Systems Accountant in January
2026.

X. Roantree (qualified ACCA) was appointed as Financial Accountant in
February 2026.

P. Crosby (an MRICS registered chartered surveyor) was appointed as Head of
Property in January 2026.

A tax accountant was employed from April 2026.

A treasury accountant was employed from March 2026.

As at February 2026, the internal Audit and Risk Manager role was in the early
stages of recruitment, with the expectation that the recruitment process would likely
commence in May 2026. However, on 22 June 2026 it was clarified that recruitment
to this role had been paused temporarily whilst a wider review considered whether

to establish a risk committee.

The establishment of an independent audit and risk committee, reporting directly to the
EC rather than through the Finance Director, is a sensible structural development in the
particular context of this organisation. Ultimate accountability for financial control

rests with the EC under Rule 19.6, but the EC is a union governing body, not a financial
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8.2.6.

8.2.7.

management body. Without an independent source of assurance not filtered through the
Finance Director, the EC is dependent on management for its understanding of
management’s own actions, which creates an obvious risk that concerns are not
surfaced, or are surfaced only in terms that management has shaped. An independent
committee with a direct line to the EC addresses that structural vulnerability: it gives
the EC an unmediated perspective on the control environment so that those ultimately
responsible do not depend entirely on those operationally responsible for what they are

told.

That said, and noting that recruitment for an audit and risk manager has been put on
hold, I do not consider that a committee alone is sufficient. A committee meets
periodically and scrutinises what is brought before it. It cannot generate the day-to-day
monitoring, identification of control weaknesses, or operational follow-through that a
satisfactory system of control requires between meetings. Under the “Three Lines
Model”, which the audit and risk manager's job description contemplates introducing,
third line internal audit is a function staffed by people who do ongoing work, produce
findings and track remediation®®>. A committee is the recipient and challenger of that
work. Without someone in the organisation whose job it is to monitor controls on an
ongoing basis and bring concerns to the committee independently of management, the
committee risks reviewing only what management chooses to put before it, which is

precisely the problem the committee structure is intended to address.

I therefore consider that both are needed: an independent audit and risk committee with
a direct reporting line to the EC, and an audit and risk manager with a formal and
protected reporting line to that committee on matters within their remit, unmediated by
the Finance Director. The recruitment freeze on the manager post should not be
maintained pending resolution of the committee question: the two address different

problems and the committee does not remove the need for the post.

35 This very matter was discussed in an article from the auditing firm, BDO, “The Three Lines of Defence Model
Has Been Updated: What Does This Mean for Internal Audit? (17 June 2024)”: https://www.bdo.co.uk/en-
ob/insights/advisory/risk-and-advisory-services/the-three-lines-of-defence-model-updated-what-does-this-mean-

for-heads-of-internal-audit
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8.2.8.

It is further recommended that the audit and risk manager should report formally to the
committee twice a year: once immediately before completion of the audit, so the EC
has an independent internal perspective before receiving the auditors' findings, and once
at the mid-point of the financial year to provide visibility of control matters outside the

audit cycle.

Absence of a financial controls review (Significant Deficiency 16)

8.2.9.

8.2.10.

8.2.11.

As to the financial controls review, the audit completion report identified as a
significant control deficiency that no comprehensive review of the overall control
environment had been conducted, and that further deficiencies beyond those identified
by BDO might exist. The management response within the report stated: "Currently
under consideration.” Colin Warner addressed this deficiency in oral evidence,
describing the answer as "reasonably simple": it was "for the internal audit and risk

manager when they arrive."

The internal audit and risk manager job description, produced in September 2025,
identifies as the core purpose of the role to "establish and deliver Unite's internal audit
and risk management function, ensuring robust governance, fraud prevention and
efficiency improvements across the Union.” The duties include developing and
delivering an annual internal audit programme, establishing risk management practice,
developing and maintaining the strategic risk register, and conducting investigations

into financial or governance concerns.

At interview, Colin Warner stated that the question of whether there were appropriate
financial controls was a matter that was always on his or Emma Gibbons’ mind, but
that “a more systematic review is a big job of the type that the auditors are envisaging

here and were getting in a specialist to do it”.

Absence of journal approval controls (Significant Deficiency 1)
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8.2.12. As to journal approval controls, BDO recommended that all journal entries should be
reviewed and approved by appropriate members of the finance team before being
posted and that a separate exception report is produced and then, on a sample basis,
journals are “vouched back to evidence of the original approval”. 1t was confirmed by
Unite that this would be integrated into the new Microsoft Business Central system
which is scheduled to go live on 1 January 2027. Colin Warner confirmed this timeline
was determined by the constraint of aligning the migration with Unite’s year-end. In
the meantime, a temporary solution had been adopted to address higher-risk journals
where “all adjusting journals entered by the management accounts team are being
emailed to the deputy FD along with any required supporting documentation” to be

approved via email response and filed on SharePoint.

Outdated signatories and missing bank reconciliations (Significant Deficiency 2)

8.2.13. BDO recommended that Unite should ensure that signatories were kept up to date for
all bank accounts, including infrequently used accounts, and that bank reconciliations
should be performed and independently reviewed even where an account remained
dormant. The management response recorded in the audit report was only that this work
was “in progress”. The Remediation Document recorded that, on 28 January 2026,
Unite received the final pieces of identification required to update signatory information
for the Bol accounts with outdated signatory information. It also identified the creation
of a treasury accountant role (which has now been filled); the first stated duty of which
was to maintain oversight of all Unite bank accounts and ensure that proper controls
and compliance were applied. Further duties include overseeing and maintaining
accurate, timely and complete bank reconciliations across Unite, managing banking
signatories for the organisation, and providing training to relevant colleagues on

reconciliations.

Absence of formal budgets and forecasts (Significant Deficiency 4)

8.2.14. BDO found that no formal forward-looking budgets or forecasts were prepared. The

management response stated that a three-year budget had been prepared and presented
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and that the process for annual updates was "currently in development.” The written
remediation document confirmed that a three-year budget has been produced and that
Unite had just begun the third year of the present cycle, with the process of preparing a
new plan for the years 2027 — 2029 having commenced. The Remediation Document
also stated that detailed departmental budgeting was a considerably bigger process,
which their current accounts package did not support. However, they would ensure that
it became possible once the Microsoft Business Central upgrade (in January 2027) was

in place.

Related party disclosures and conflicts of interest (Significant Deficiency 5)

8.2.15.

8.2.16.

8.2.17.

8.2.18.

BDO found that there was no formal procedure for identifying related parties or
conflicts of interest and recommended that all members of senior management and the
EC should complete an annual declaration setting out details of all related parties or
conflicts of interest and that Unite should maintain a register regarding the same, with
the information gathered used as part of procurement decisions. Finally, it was
recommended that periodic checks be performed (e.g. Companies House and open-

source searches) to test the completeness of the information provided.

The Remediation Document confirmed that the declaration forms were prepared in
November 2025, presented to the EC in December 2025 and to senior staff in early
January 2026. In February 2026, reminders had been sent for the completion of this
task.

The Remediation Document stated that the remaining recommendation here could not
be implemented until the first part was completed and that this would be overseen by

the audit and risk manager once recruited.

I also note that Andy Green, the current EC Chair, stated in oral evidence that all EC
members had ‘signed a conflict of interest policy’ as a governance reform measure

following the BDO report.
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Absence of a formal impairment review policy for the property portfolio (Significant Deficiency

6)

8.2.19.

8.2.20.

8.2.21.

The audit completion report identified as a significant control deficiency that Unite had
no formal policy providing for periodic impairment review of its large property
portfolio, with the recommendation that a review of Unite’s portfolio should be

performed annually to identify those properties subject to impairment.

The management response in the completion report stated: "Valuations now being
undertaken on rotational basis and additionally in cases where likelihood of possible

impairment is apparent.”

The Remediation Document confirmed that Unite has increased the number of
valuations “with a particular view to prioritising those of high value, or most likely to
have devalued”. Summary details were provided regarding the properties that had been
revalued in respect of the years 2022 — 2025. Furthermore, as noted above, a candidate
has been appointed to the role of head of property and a job description was produced
in September 2025. The job description identifies, amongst other things, the
development and maintenance of a property strategy, and working with the head of
procurement to ensure value for money. The Remediation Document states that the
head of property will be responsible for developing a formal policy to consider Unite’s

property portfolio for impairment.

Absence of a formal procurement policy (Significant Deficiency 7) and Absence of a formal

contracts log (Significant Deficiency 11)

8.2.22.

The audit completion report identified as significant control deficiencies that Unite had
no formal procurement policy, noting that certain contractual relationships had not
followed normal procurement expectations. The absence of a contracts log, and the lack
of awareness among relevant individuals of the existence and terms of commercial

contracts, was also identified as a related and significant deficiency.
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8.2.23.

By the date of the management response recorded in the first audit completion report
(June 2025), a head of procurement had been appointed, and a procurement policy had
been drafted and circulated. The management response recorded that a contracts
manager would "shortly be appointed to develop this area further"; as noted above, that
post has now been filled as well. It has also been confirmed that the Contracts Log was
operational, albeit that it was still “a work in progress” as at February 2026. Colin
Warner described the procurement area as "probably the most progressed" area of

remediation when giving oral evidence.

Absence of a purchase order system (Significant Deficiency 9)

8.2.24.

8.2.25.

As to the PO (purchase order) system, Unite confirmed that this was one of the priorities
of the new systems accountant. The job description for that role specifies, as the second
defined duty, that he is to lead on "the upgrade of the finance system, including the

design and implementation of purchase order and budgeting modules."

Colin Warner stated that a new purchase order model would be incorporated within
Microsoft Business Central on 1 January 2027. Separately, Unite confirmed in written
evidence that it had a demonstration of what it believed to be the most appropriate
software, but it had yet to purchase and install it. It would initially be utilised to scan
invoices and run the authorisation process but once established it would be extended

into a fully-fledged purchase order system.

Insufficient payroll exception reporting (Significant Deficiency 10)

8.2.26.

As to payroll exception reporting, BDO’s recommendation was that exception reporting
should be developed so that month-on-month data could be quickly compared, with a
focus on movements that fell outside pre-determined parameters. As at the date of the
audit completion report this matter was “under consideration” and it does not appear
that active steps had been taken in response to the recommendation. However, the
Remediation Document states that the arrival of a new head of payroll (the incumbent

having announced their retirement in or around February 2026) will provide an
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opportunity to review and enhance the controls. I take this as a commitment to take

forward the recommendation once that appointment is made.

Absence of independent financial expertise on the EC (Significant Deficiency 12)

8.2.27.

8.2.28.

8.2.29.

Whilst I did not agree that the absence of independent EC members was, in and of itself,
a significant control deficiency, the absence of any financial expertise on the EC or the
F&GPC (the governing body responsible under the Rules for compliance with the s.28
duty) plainly affects their ability to ensure compliance with that duty. It is noted that
the management response to this recommendation stated that this was a “matter for EC
or Rules Conference, although management is supportive of the idea”. Separately, the
Remediation Document stated that it was outside of the control of Finance “though is

not something we would oppose”.

It is also of note that Andy Green informed me that there is agreement that all EC

members should have financial training and provided the following explanation:

“we want proper financial training because we can put all the controls in place
that we like, but if the people [in the] Executive Council chamber, still don’t
understand their roles and responsibilities and are unable to even understand
what a set of accounts looks like and interpret a set of accounts it’s still not
going to be enough... So we’ve also now requested that we source financial

training for Executive Council members”

Training alone will not make EC members financial experts, nor should it attempt to.
Its purpose should be more targeted: to equip EC members with sufficient
understanding of the control environment to follow and engage meaningfully with
reports on financial control matters. The EC minutes and correspondence reviewed in
this investigation demonstrate that the EC is capable of challenging issues when they

are brought to its attention in accessible terms.
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8.2.30. The primary problem has not been an incapable EC; it has been an insufficient flow of

the right information to it. Training is likely to improve the EC's ability to understand
and test what it is told, but it cannot ensure that relevant control weaknesses are
identified, scrutinised independently, or escalated to the EC in the first place. Some
financial control issues require prior examination by someone with appropriate
expertise, independence and access to the underlying material before they can sensibly
be presented to a governing body. The evidence therefore points beyond training to a
structural assurance gap: the EC requires not only better-equipped members, but an
independent mechanism capable of reviewing the control environment, identifying
concerns and reporting them directly to the EC. To that end, I have made structural
recommendations: the adoption of an internal audit and risk committee sitting outside
the finance function and reporting to the EC, and progressing recruitment for the audit

and risk manager.

Contractor registration for the Construction Industry Scheme (Significant Deficiency 20)

8.2.31. BDO recommended that Unite should seek confirmation from HMRC of the CIS status

8.3.

of FGL and should put in place additional safeguards to ensure that CIS checks were
performed before any future construction work was engaged. The management
response in the audit report was that the matter was “under consideration” and that no
building projects had commenced since the report that would have been affected. The
Remediation Document recorded that Unite had formally approached HMRC and
would follow up once the correct contacts were established. Unite also pointed to wider
changes in staffing and governance, in particular the appointment of senior personnel
in property and procurement, as improving the prospect that this issue will be properly
addressed going forward. The head of property job description placed responsibility on
that postholder for leading on statutory and regulatory compliance across the property

portfolio.

Evaluation of Remedial Progress
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8.3.1.

8.3.2.

8.3.2.1.

8.3.2.2.

The remedial steps taken by Unite since June 2025 are, in many respects, substantial.
The transition from a lean, outsourced financial model to a robust in-house structure,
headlined by the appointment of a professionally qualified Finance Director and the
addition of several specialised permanent roles, represents a significant investment in
Unite’s control infrastructure. The introduction of dedicated job descriptions for roles
such as the head of property, systems accountant, treasury accountant etc, provides a
level of clarity and professional accountability that was previously absent. Furthermore,
the drafting of a formal procurement policy and the operationalising of a contracts log
address two of the most critical structural gaps identified in the 2021 audit. Some
inherent risk remains because a number of core technical controls have not yet been
implemented (for example, the automated journal approval process and a fully
functional Purchase Order (PO) system). However, I acknowledge the practical
constraints that prevent migration to Microsoft Business Central until year-end and the

sheer number of control issues to address.

Despite the progress noted above, I identify two areas in particular where the

remediation remains incomplete and/or subject to significant risk:

Deficiencies in role definition at executive level. I remain concerned by the
continued absence of a formal job description for the Finance Director. In an
organisation of this complexity, clarity regarding the boundaries of delegated
authority, minimum professional qualifications, and specific escalation duties is a
prerequisite for a satisfactory system of control. Without this definition, Unite lacks
an institutional safeguard against the appointment of insufficiently qualified
individuals. That was a primary failure identified in this investigation.

The structural vacancy in audit and risk. The most significant risk to Unite’s
long-term compliance is the decision to pause recruitment for the internal audit and
risk manager. By suspending recruitment for this role, Unite has inadvertently
stalled both its monitoring capability and its ability to perform the BDO-
recommended financial controls review. It is recommended that recruitment is

recommenced in respect of that role.
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8.4.

8.4.1.

8.4.2.

Conclusion on Remediation

The remedial trajectory is sound. Unite has moved from a state of institutional passivity
regarding financial controls to one of active, if overdue, engagement. The hiring of
qualified personnel and the establishment of formal policies address many of the

obvious failures of the 2021 period.

However, the remediation is not yet a completed act. Unite’s position is much

improved, but it remains in a state of transition rather than full remediation.

9. CONCLUSION

9.1.

9.1.1.

For the reasons set out in this report, I find as follows:

On issue 1, Unite failed, during the year ended 31 December 2021, to establish and
maintain a satisfactory system of control of its accounting records, cash holdings,
receipts and remittances, contrary to s.28(1)(b) TULRCA.

On issue 2, that breach did not arise from refusal or wilful neglect within the meaning
of s.45(1).

On issue 3, in light of that conclusion, no question of deemed commission by any
officer under s.45(2) arises.

On issue 4, for the same reason, no question of prosecution within the time limits
prescribed by s.45A arises.

On issue 5, Unite has since taken substantial steps to remedy the control failures
identified, including significant strengthening of the finance function and the
introduction or development of a number of formal policies and controls, but
remediation remains incomplete, in particular because key monitoring and assurance

mechanisms are not yet fully in place.
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Recommendations

9.2.

9.2.1.

9.2.2.

9.2.3.

9.2.4.

9.2.5.

I make the following recommendations:

Full implementation of all recommendations proposed by BDO in the final audit

completion report to which Unite has already agreed.

The establishment of an independent audit and risk committee (or similar), reporting

directly to the EC (see §§8.2.5 — 8.2.8 above).

The recruitment of an audit and risk manager as initially planned by Unite (see §§8.2.4

—8.2.8 and §8.3.2.2 above).

Regular reporting to the EC on the implementation and effectiveness of all

remediation measures until completion.

The implementation of formal job descriptions for all finance roles, including the

Finance Director (see §8.3.2.1 above).

Closing remarks

9.2.6.

9.2.7.

This concludes my investigation into Unite in respect of ss.28 and 45 TULRCA. I have
found significant breaches of s.28 in respect of the relevant year, which the evidence
suggests persisted for several years before it. I have made no finding of a breach of s.45.
That is not, in my view, because Unite's conduct fell short of neglect: the EC, the
General Secretary and the finance leadership plainly neglected their duties. It is because

the evidence does not establish that this neglect was wilful.

A question remains as to why BDO did not raise any s.28 concerns before the 2021
audit. Had they done so, the evidence gathered suggests that the EC would have been

alive to those concerns; instead, it received clean audit reports year after year. What is
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clear, in any event, is that Unite is now taking these breaches seriously, and has taken

meaningful steps to remedy the deficiencies in its control environment.

Bayo Randle
Appointed Inspector
14 August 2026
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ANNEX 1

Certification
Office
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& Employers’
Associations

Bayo Randle Your ref:
By email — Randle@devchambers.co.uk Our ref: CO/F1/1/25-26
Date: 11 August 2024

Dear Mr Randle

Authorisation under section 37B(1) of the Trade Union and Labour Relations
(Consolidation) Act 1992

1. This is to confirm your appointment as an Inspector, under section 37B of the
Trade Union and Labour Relations (Consolidation) Act 1992 (“the Act”). Your
appointment as an Inspector will be to investigate the affairs of Unite the Union
and provide a report of your inspection as set out in section 37C of the Act.

2. | am exercising my powers under section 37B because it appears to me that
there are circumstances suggesting that the Union has failed to comply with
duties imposed on it under section 28 of the Act. This is because the Union has
provided to me a copy of a report by its Auditors relating to the financial year
ending 31 December 2021, which includes the following statement:

“... we have concluded that Unite has not complied with Section 28 of
TULRA and a breach of law has occurred.”

3. The terms of reference for your inspection are as follows:

(a) To conduct an inspection for the purpose of establishing whether an offence
under section 45 of the Act has been committed in connection with the breach
of section 28 of the Act identified by the Union’s auditors.

(b) In particular, you should consider whether the breach of section 28 involved a
refusal or wilful neglect by the Union to perform a statutory duty within the
meaning of section 45(1) of the Act; and

(c) Whether any such offence, for the purposes of section 45(2) of the Act, ought
to be deemed to have been committed by an officer or officers of the Union, or
every member of the Union’s Executive Council.

(d) In carrying out this inspection, you should review the following documents,
which my office will provide to you:
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¢ Auditors Report to the Executive Council 05.06.25
e Project Clean Up — Interim Report into Allegations of Historical Corruption
(July 2025)

(e) You are invited to use your professional judgment to focus your attention on
material that is relevant to points (a)-(c) above.

(f) If, having reviewed the documents listed at (d), you are unable to reach
findings on (a)-(c), you should examine any further documents you believe
may enable you to reach findings and you should interview employees and
members of the Union (including, where you consider it necessary, former
employees and members) who may be in a position to assist you in reaching
findings.

(g) If, in the course of your inspection, you find evidence that an offence under
section 45 of the Act has been committed, but that the time limit for
prosecution under section 45A may have expired, you should consider and
report on whether there is evidence to suggest that the offence has been
continuously committed into a period within which prosecution is still
permitted.

(h) Similarly, if you find evidence that an offence under section 45 of the Act has
been committed, you should also report on whether the Union has taken any
steps to remedy the breach or to prevent a recurrence, and if so, describe the
nature and timing of those steps.

(i) Itis anticipated that the inspection will be concluded within 2-3 months of this
letter. If it becomes apparent to you that further time will be required, you
should notify me at the earliest opportunity to seek authorisation for further
time.

() Your powers and responsibilities as an inspector are set out in sections 37A to
37E of the 1992 Act. You will note that, at the conclusion of your investigation,
you are required to make a final written report to me. This report should be
made as soon as possible after the investigation is completed and it will be
published on my website and is also admissible in any legal proceedings as
evidence of your opinion of the matters contained in the report. | may require
an interim report before your investigation is completed.

(k) You should ensure that a transcript, or recording, is made of any interviews
with a witness.

(I) You may obtain evidence, by the use of the compulsory powers, which may be
used in a prosecution.
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(m)No assurances to witnesses should be given about the use to which their
evidence may be put, other than that a statement or explanation made under
section 37B(3) or a requirement imposed under section 37B(4) may not be
used against the person providing this information, except in proceedings
specified in section 37B(6) (prosecutions under section 45(9) (false
explanations and statements) or for prosecutions for some other offence
where in giving evidence the person makes a statement inconsistent with it.

4. These terms are not intended to overly limit your investigation, but | would
certainly wish for it to be conducted with due regard to economy and cost
effectiveness. If at any stage, you believe that the terms of reference should be
extended then please discuss this with me so that | can consider whether this is
necessary.

5. If during the course of your investigation it appears that a criminal offence may
have been committed, you should contact me immediately so that | can
determine whether to give a direction under section 37C(4). If on completion of
your inspection you find that criminal offences may have been committed, |
would wish to be able to report such matters to the relevant prosecution
authorities, or to commence any prosecutions | deem appropriate, as soon as
possible.

6. |should note that | am aware that there are currently two separate ongoing
investigations being conducted by South Wales Police and the Serious Fraud
Office. | have consulted with both authorities in the preparation of these terms of
reference with a view to minimising the risk of prejudice to their investigations.
Nevertheless, you should remain mindful of their existence and conduct your
inspection in a way that avoids any risk of interfering with or compromising those
parallel inquiries.

7. If you have any questions or need legal advice relating to any aspect of the
investigation or use of the statutory powers, please let me know.

Yours sincerely
FrAA KN
Michael Kidd

Certification Officer
Email: Michael.kidd@certoffice.org
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We are required to report to you, in writing, deficiencies in internal control that we have
identified during the audit. These matters are limited to those which we have concluded
are of sufficient importance to merit being reported to the Executive Council.

We have identified a high number of significant control deficiencies, which we are
required to report to you. Noting the passing of time, we understand that a number of
control improvements have been subsequently implemented by Management, although to
ensure transparency all identified significant control deficiencies from the financial year
ended 31 December 2021 have been listed. Management responses provide context in each
instance.

As the purpose of the audit is for us to express an opinion on the Union’s financial
statements, you will appreciate that our audit cannot necessarily be expected to disclose
all matters that may be of interest to you and, as a result, the matters reported may not
be the only ones which exist.

As part of our work, we considered internal control relevant to the preparation of the
financial statements such that we were able to design appropriate audit procedures. This
work was not for the purpose of expressing an opinion on the effectiveness of internal
control.
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Journals could be
posted to system
that have not been
reviewed and
approved

Outdated
signatories and
missing bank
Reconciliations

Risk Register

Observation
and implication

We noted that the financial reporting system
does not require journals to be approved
before being posted to the system.

The absence of a preventative control
creates the opportunity for fraudulent,
invalid or unauthorised journals to be posted
to the system.

During the audit, we identified bank
accounts with Bank of Ireland that had
outdated signatory information. This led to
us not obtaining bank letters at year end.

It was also noted for some of the Bank of
Ireland bank accounts, Unite does not
perform bank reconciliations.

Signatory requirements and monthly
reconciliations represent key banking
controls operated to ensure the Union’s
finances are not illegally accessed or mis-
used.

Unite does not maintain a formal risk
register and as a result there is limited
formal consideration as to the risk’s facing
the Union.

Recommendation

Management response

We recommend that all journal entries are Will be addressed as part of
reviewed and approved by appropriate NAV upgrade, likely later
members of the finance team prior to being this year.

posted.

We also recommend that a separate exception
report is produced and then, on a sample
basis, journals are vouched back to evidence
of the original approval.

Steps should be taken to ensure signatories In progress
are kept up-to-date for all accounts, including

those infrequently used. Likewise, bank

reconciliations should also be performed and
independently reviewed, even when checks

merely confirm that the account remains

dormant.

A risk registered should be developed, Currently in consideration.
separately recording both strategic and

operational risks.

The Register should be frequently updated
and reviewed by both Management
(operational) and the Executive Council
(strategic).
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» Contents Observation
» Introduction and implication Recommendation Management response

A2 G L UL Budgets / Historically, formal management More recently produced forecasts would benefit 3 year budget prepared and
» Overview of risks Forecasts forecasts have not been produced from further enhancement, notably in relation presented. PFOCGS§ for annual
> Significant matters with only limited analysis of to consideration of cash flows and the balance ~ updates currently in development.
P IT audit approach - BDO advantage membership numbers. sheet.

- Additional consideration Finally, Management should ensure that on a

- Unadjusted and adjusted errors rolling basis budgets extend at least 12 months

-Significant control deficiencies into the future.

- Control deficiencies: other . .
» Audit report overview Related party It was identified that there is no All members of senior management and the In progress - will be in place for
» Additional matt disclosures formal procedures in identifying Executive Council should complete an annual 2022 audit.

ttional matter req. related parties within the Unite the  declaration, setting out details of all related

» Outstanding matter Union Group. parties / conflicts of interest.

» Appendi tent . A :
SR Gl The Union should maintain a register of known

related parties / conflicts of interest with this
information used as part of procurement
decisions to ensure the Unions assets are fully
protected.

Finally, periodic checks should be performed
such as Companies House directorship reviews
and Open-Source searches to test the
completeness of information provided.

Impairment The entity has no formal policy to A review of the Union’s portfolio of properties  Valuations now being undertaken
reviews consider Unite the Union’s large should be performed annually to identify those ~ On rotational basis and additionally
property portfolio for impairment. subject to impairment. in cases where likelihood of

. . . . possible impairment is apparent.
This review ensures accurate financial

information but also acts as a mechanism to
consider value for money and potential
obsolescence.
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Control environment: significant deficiencies

S @ s Observation
and implication Recommendation Management response
» Introduction
» Executive summary Procurement During the year, a number of contractual Formal procurement rules should be Head of procurement in
» Overview of risks relationships were identified that did not follow  developed with additional safeguards post. Policy drafted and
o normal expectations in relation to procurement. introduced to ensure polices are followed circulated. A Contracts
> Significant matters This included a range of Associated Service and breaches identified on a timely basis. ~ Manager will shortly be
» IT audit approach - BDO advantage Providers and the key contract with Flanagans. appointed to develop this
- Additional consideration area further.

Such events were in part a consequence of the
Union not having a formal procurement policy or
controls in place to ensure polices are enforced.

-Unadjusted and adjusted errors
-Significant control deficiencies

- Control deficiencies: other

> Audit report overview Membership Although controls exist in relation to joiners and A control should be developed to ensure Currently under

» Additional matter req. data leavers, there are no checks performed to verify  that periodically for a sample of members ~ consideration.

> Outstanding matter the accuracy and completeness of membership their existence and the accuracy of their

. data. As a result, should membership data be data is confirmed. An additional control

LGS GRS compromised, for example via the override of IT  should also be developed to ensure the
General Controls, differences may not be completeness of membership information
identified. maintained by the Union.

PO system As a large organisation the absence of a Purchase  The Union should actively investigate the ~ Will be addressed in NAV

Ordering system creates additional risks that implementation of a dedicated Purchase upgrade, likely later this
cannot be fully mitigated via existing controls. Ordering system. year.

This includes:

* Areduction in the Union’s ability to identify
unauthorised or inappropriate purchases
under the Union is committed to paying for
the relevant services or goods.

* The existing reliance on manual controls, such
as the physical review and approval of
invoices, increases the risk of error and/or
fraud.
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Control environment: significant deficiencies

b Content Observation
ontents and implication Recommendation Management response
» Introduction
» Executive summary Payroll A key payroll control currently operating is a Exception reporting should be developed Currgntly gnder
. . exception manual review of dummy pay run reports. However, so that month-on-month date can be consideration.
» Overview of risks . . s . . .
reporting the size of Unite’s payroll makes a manual review quickly compared, with focus on those
»- Significant matters ineffective with false information at an employee movements that fall outside of pre-
> IT audit approach - BDO advantage level unlikely to be identified. determined parameters.
- Additional consideration
-Unadjusted and adjusted errors X .
-Significant control deficiencies Contracts log Throughoyt 2021 Unite operat'ed a'number of A formal contracts lgg .should be In progress. Will be
ol ClC T s T commercial contracts but their existence, and developed for all existing and new accelerated once contract
- Audi o hence their terms and conditions, were not known income and expenditure contracts above manager post is filled.
GRS G P2l G by relevant individuals throughout Unite. a pre-determined threshold.

» Additional matter req.
As a result, financial management were unable to

fully understand Unite’s legal entitlement to
» Appendices contents income resulting in an absence of control over the
collection of debts.

» Outstanding matter

Independent As is commonplace for Trade Unions the Executive ~ While a constitutional matter, Unite Matter for EC or Rules
Executive Council is largely made up from union should consider changing its rules to Conference, although
Council Members representatives from throughout its membership. permit the appointment of specialists management is supportive

However, as a large complex organisation Council from outside of the Union. These of the idea.

will frequently required to consider matters relating independent members would introduce

to finance, legal and commercial operations. additional experience and knowledge in

Council members do not necessarily have sufficient  areas increasingly critical to the success
skills and experience specific to these areas. of the Union.




34 UNITE THE UNION AUDIT COMPLETION REPORT FOR THE YEAR ENDED 31 DECEMBER 2021 | BDO LLP

Control environment: significant deficiencies

» Contents 0b§erv§tiop )
and implication Recommendation Management response
» Introduction
» Executive summary Judgements and  As part of the year end process of producing Financial management should introduce Noted; disclosure to be
» Overview of risks estimates financial statements certain areas require the measures to ensure that key judgements improved in this area.
o applicable of judgement and/or estimation (eg and estimates are supported with
- LI EENE pension assets). At present, the process around appropriate high quality supporting
> IT audit approach - BDO advantage the formation of those key judgements and evidence and are subject to scrutiny and
-Additional consideration estimates lacks an appropriate level of detail and approval by Executive Council.
-Unadjusted and adjusted errors scrutiny.
-Significant control deficiencies
- Control deficiencies: other
» Audit report overview Related party During the year, Unite generated a financial loss Unite should consider whether it is Management are clear that
» Additional matter req. transactions on a property where it legally owned 50%. appropriate to use members funds to this is absolutely not
» Outstanding matter However, the property was originally purghaseq support prpperty p.urcha.ses that create risk appropr.iate and is not
SO for £120,000 and sold for £290,000. Despite Unite  for the Unite and financial gain for the something that would, or
taking on the risks associated with ownership, the member of staff. could, ever be undertaken
individual benefited from all subsequent financial by the current
gains. management.
Access reviews - Access reviews are not periodically performedin  Access controls should be reviewed with Reviewed as part of audit.
Navision and SB  relation to Navision and SB Client. As a result, additional controls implemented to ensure ~ Ongoing process will be
Client unauthorised access may be gained and not that meet current requirements. A formal ~ implemented when NAV is
identified on a timely basis. Equally, there are process should be introduced in relation to  upgraded.

currently no formal controls in relation to leavers leavers.
and removing individuals from IT systems.




35 UNITE THE UNION AUDIT COMPLETION REPORT FOR THE YEAR ENDED 31 DECEMBER 2021 | BDO LLP

Control environment: significant deficiencies

» Contents

» Introduction

» Executive summary

» Overview of risks

P Significant matters

P IT audit approach - BDO advantage
- Additional consideration

-Unadjusted and adjusted errors
-Significant control deficiencies

- Control deficiencies: other
» Audit report overview
» Additional matter req.
» Outstanding matter

» Appendices contents

Financial
controls
review

Staff
expenses

Financial
support to
staff

Financial
resource

Observation
Recommendation

and implication

The organisation has been adversely impacted by A financial controls review should be
instances of possible fraud and override of controls.  undertaken, either by relevant individuals
Furthermore, a number of controls have been within Unite or externally.

identified as either missing or insufficient in

preventing or detecting fraud or error. Despite this,

a complete picture of the organisations control

environment remains unknown, creating a risk that

further deficiencies may exist.

Unite should
introduce new
procedures that
enable staff
expenses to be
analysed by
individual as well
as by function.

A significant proportion of staff
expenses are not recorded in

such a way that enables 1000
appropriate analyses. As a result, 800
retrospective stand back reviews  ggg
cannot and are not performed

: : . 400
increasing the risk that

inappropriate expenses are being 200
paid by the Union. 0

Unallocated expenses (£'000s)

2018 2019 2020 2021 2022 2023 2024

As part of audit enquires, we have identified a The Union should create a formal set of
number of occasions when staff, including former policies in relation to staff expenses, loans
senior management, received significant financial and other forms of financial support.
support that financially adversely impacted the

Union and in the eyes of members may be viewed as

inappropriate. Reputational damage could result.

The current finance department benefits from A strategic review of the finance team
experienced and committed staff. However, based should be performed and where

on our experience the department is under appropriate additional resource added to
resourced. Further benefit would also be gained the existing team.

from supplementing the existing team with

additional experience of financial reporting and

internal audit (regions and branches).

Management response

Currently under
consideration.

This will be considered as
part of NAV upgrade.

Procedures already in place
are now being followed.
Threat of management
override receded with
departure of previous
management team.

A review has been
conducted and resources
have been expanded.
Further enhancements are
planned.
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Control environment: significant deficiencies

b Contents Observation
and implication Recommendation Management response
» Introduction
» Executive summary CIs When undertaking construction work it is the The Union should consider approaching Under consideration. No
PP responsibility of the contracting party to ensure  HMRC and seeking confirmation of the CIs  building projects have been
> Sieni that any business undertaking construction work  status of FGL. Com[gebnce(fjfsmcij tt:Iat
ignificant matters : i ;
> ITgaudit approach - BDO advantage 's appropriately registered for CI5 t’ax. Equglly, additional safeguards should b? would be affected by CIS.
L e J S Management are unable to determine Yvhether pgt in place to.ensure. that when engaging
- Unadjusted and adjusted errors checks were performgd when contract.mg with construction bu51ngsses in the future
-Significant control deficiencies Flanagans Group Limited (FGL), exposing the checks are performed with regards to CIS
Union to potential liabilities if FGL failed to before proceeding with works.
~Controlidericiencies; cther register and pay CIS liabilities due to HMRC.
» Audit report overview
» Additional matter req. Approval of Unite’s policy in relation to the approval of Verbal authority cannot be evidenced, The importance of this key
W OUtstanding matten purchases purchases is that two signatures are required; substantially increasing the risk that control haS be re-
. local budget holder and central finance team. As  invoiced costs could be subject to payment emphasised to the payables
e e part of the audit, we identified instances where  without approvals taking place. Fraud may team.

the relevant budget holder was not immediately result.
available to sign off the invoice and consequently
verbal authority was provided.
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Control environment: other deficiencies

Issue Comment

VAT There is no formal quarterly close procedure to post the vat
payable at quarter end to other payables.

» Contents

» Introduction
» Executive summary

» Overview of risks Employment Taxes BDO Tax Team identified a number of issues in relation to
» Significant matters employment taxes. The main theme being a lack of
documentation to prove the status of PAYE and NI in off-payroll

P IT audit approach - BDO advantage costs
-Additional consideration ’

-Unadjusted and adjusted errors Month end

Adjustments made at each month end and year end are manually
-Significant control deficiencies

membership calculated by finance team members but are not then subject to
~Control deficiencies: other adjustment review. Errors may occur, which are not subsequently identified.
» Audit report overview
> Additional matter req. Membership Numbers Member numbers are taken from the membership database
> Outstanding matter directly at a point in time, for year-end. This means that we

cannot evidence where the numbers have come from (as it is a

» Appendices contents . .
PP live system) and cannot be certain at what date they are run.

Member benefit Forms are not retained by the Union and hence there is no
forms document evidence of forms being processed appropriately and
hence the validity of payments to members.

Employment As part of audit testing employment contracts were requested

contracts for a sample of employees. A number could not be located with
a significant proportion old and hence no longer reflective of
their current terms of employment. Steps should be taken to
ensure all staff have employment contracts with regular
notifications of changes, such as job role changes or
amendments to their salary band.

VAT Partial It was noted that the Partial Method for VAT exemption was only

Exemption updated in 2021. The partial method should be recalculated on
an annual basis to ensure accurate amounts of VAT are paid over
to HMRC.
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Control environment: other deficiencies

» Contents

» Introduction

» Executive summary
» Overview of risks
P Significant matters

P IT audit approach - BDO advantage

- Additional consideration
-Unadjusted and adjusted errors
-Significant control deficiencies

- Control deficiencies: other
» Audit report overview
» Additional matter req.
» Outstanding matter

» Appendices contents

Issue Comment

Fixed asset register There is currently no formal fixed asset register for any assets
other than properties. This increases the risk that assets belong
to the Union are lost or misappropriated. In addition,
inappropriate buying decisions may be made.

Investments There are no formal controls over investments. While day-to-day
management functions are outsourced to investment managers,
controls should be developed to ensure investment decisions and
fund transfers are appropriately controlled.

Blackhorse profits Minutes from the Executive Council meeting from October 2024
indicate that agreement was reached to add profits generated
by the Birmingham hotel to Unite’s strike fund. Although Unite is
the owner of Blackhorse, it is the responsibilities of the directors
of a company to recommend the paying out of its profits to its
shareholder(s). Only once this has occurred can EC vote on how
best to use this dividend income.

In addition, following the generation of significant losses,
dividends can only be proposed at a point in time that all
historic losses have been reversed by trading profits.

Financial expertise Throughout most of 2021 the finance department was led by an
individual who did not have an appropriate level of financial
experience.

Appointments to the finance department, both temporary and
permanent, should take into consideration the level of financial
expertise required.

Balance sheet There are no formal controls in place in relation to infrequently

reconciliations used balance sheet accounts, notably within debtors and
creditors. The review of management accounts should be
reinforced with the introduction of control account and periodic
reconciliations.




ANNEX 3

Unite Response to Request from Bayo Randle re: Audit report points

This response has been prepared by Colin Warner and Emma Gibbons in response to a request from Bayo
Randle on 2" February 2026. Specifically we were requested to produce a single, written document
setting out, in detail:

1. Theremedial steps taken to address the control failures identified in the BDO report.
2. Thetiming of any steps.
3. Anyremedial steps that have not yet been addressed and why not.

4. To the extent that remedial steps other than those proposed by BDO have been taken and/or
proposed the rationale for that approach.

5. Any other relevant information as regards the remedial steps.

It should be noted that the principle response to the audit findings was the approval of a number of new
senior posts in the Finance and Property department. Details of these roles have already been supplied.
Two of these have already started (Systems Accountant and Head of Property), a Financial Accountant
will start on 23" February, we are into second round interviews for a tax accountant, and are at early
stages of recruiting for an audit and risk manager and a treasury accountant.

Given the relatively early stage of this process (see point 20 below for details), and the length of the list of
recommendations from BDQO, it is unsurprising that we have not fully implemented every
recommendation. All the same, the progress made in the seven months since we received the Auditors’
comments has been significant.

For each item identified in the report we have reproduced the comments from the auditor per the
headings of the first comment addressed. We have then put our response below.

Significant Deficiencies

Observation

and implication Recommendation

Journals could be  We noted that the financial reporting system We recommend that all journal entries are

posted to system does not require journals to be approved reviewed and approved by appropriate
that have not been before being posted to the system. members of the finance team prior to being
;T)gfg::zg and The absence of a preventative control posted.
creates the opportunity for fraudulent, We also recommend that a separate exception
invalid or unauthorised journals to be posted report is produced and then, on a sample
to the system. basis, journals are vouched back to evidence

of the original approval.

This will be integrated into the new business central system, which is due to go live on 1% January 2027.
However, a temporary solution has been adopted to address the higher-risk journals, where all adjusting



journals entered by the management accounts team are being emailed to the deputy FD, along with any
required supporting documentation, be approved via email response and filed on SharePoint.

2.

Outdated During the audit, we identified bank Steps should be taken to ensure signatories
signatories and accounts with Bank of Ireland that had are kept up-to-date for all accounts, including
missing bank outdated signatory information. This led to  those infrequently used. Likewise, bank
Reconciliations us not obtaining bank letters at year end. reconciliations should also be performed and

independently reviewed, even when checks
merely confirm that the account remains
dormant.

It was also noted for some of the Bank of
Ireland bank accounts, Unite does not
perform bank reconciliations.

Signatory requirements and monthly
reconciliations represent key banking
controls operated to ensure the Union’s
finances are not illegally accessed or mis-
used.

We have recently (28 January 2026) received several of the final pieces of ID required to update the
problematic accounts. Unite has over 2,500 bank accounts, and keeping everything up to date is a major

task. A Treasury Accountant role has been approved to ensure that this area remains fully up to date and
recruitment is ongoing.

3.

Risk Register Unite does not maintain a formal risk A risk registered should be developed,
register and as a result there is limited separately recording both strategic and
formal consideration as to the risk’s facing operational risks.
the Union.

The Register should be frequently updated
and reviewed by both Management
(operational) and the Executive Council
(strategic).

As explained in the interview, the preparation of a risk register is of itself a risk to Unite, given the
propensity of certain parts of the governance structure to leak sensationalised extracts of anything
presented to them to the press. The idea has been raised but, largely for the reason just given, no formal

plans yet exist to prepare and use a risk register, however this may be readdressed when we fill the post of
Internal Audit and Risk manager which has been approved and is underway.

4.
Budgets / Historically, formal management More recently produced forecasts would benefit
Forecasts forecasts have not been produced from further enhancement, notably in relation
with only limited analysis of to consideration of cash flows and the balance
membership numbers. sheet.

Finally, Management should ensure that on a
rolling basis budgets extend at least 12 months
into the future.

Athree year plan is refreshed in synch with the three year term of EC. We have just begun the third year of
the present cycle, and the process of preparing in new plan for the years 2027-2029 has begun. These are
based on a best management estimate, on a line-by-line basis. This will be presented to the EC either at
the first meeting with the new members in June, or possibly once the General Secretary is (re)elected in
August —i.e. at the October 2026 EC meeting.



Detailed departmental budgeting is a considerably bigger process. Currently our accounts package does
not support budgeting, but we will ensure this becomes possible when we upgrade to Business Central. A
full business partnering service would require the hiring of significant additional resources and a business
case will be made for this once the required architecture is in place.

5.
Related party It was identified that there is no All members of senior management and the
disclosures formal procedures in identifying Executive Council should complete an annual
related parties within the Unite the declaration, setting out details of all related
Union Group. parties / conflicts of interest.

The Union should maintain a register of known
related parties / conflicts of interest with this
information used as part of procurement
decisions to ensure the Unions assets are fully
protected.

Finally, periodic checks should be performed
such as Companies House directorship reviews
and Open-Source searches to test the
completeness of information provided.

The forms were prepared in November 2025, presented to EC in the December meeting and circulated to
EC members on 16" December and to senior staff in early January. Reminders have since been sent and
the chasing down of returned emails is ongoing. This has been particularly arduous as a number of EC
members retired from their duties in 2023.

The later stages of the recommendations will not be possible until the first part is completed, and will be
overseen by the Audit and Risk manager once they are hired.

Impairment The entity has no formal policy to A review of the Union’s portfolio of properties
reviews consider Unite the Union’s large should be performed annually to identify those
property portfolio for impairment. subject to impairment.

This review ensures accurate financial
information but also acts as a mechanism to
consider value for money and potential
obsolescence.

Unite has increased the number of valuations with a particular view to prioritising those of high value, or
most likely to have devalued. A formal policy will be developed by the new Head of Property. Details of the
revaluations are as below:

2022 2023 2024 2025
Properties revalued 2 11 8 10
Total value of properties assessed £11,200,000 £25,836,000 £29,310,000 £4,800,000

The lower value figure for 2025 is a result of us having now revalued all of the most valuable properties in
our portfolio; we are now working our way through the smaller ones, in approximate order of size, and
likeliness that an impairment may be required.

7.



Procurement

During the year, a number of contractual
relationships were identified that did not follow
normal expectations in relation to procurement.
This included a range of Associated Service
Providers and the key contract with Flanagans.

Such events were in part a consequence of the
Union not having a formal procurement policy or
controls in place to ensure polices are enforced.

Formal procurement rules should be
development with additional safeguards
introduced to ensure polices are followed
and breaches identified on a timely basis.

This was regarded as one of the most pressing concerns, given the nature of the issues that had
happened in the past. A head of procurement was appointed in November 2023. A formal policy was
finalised in March 2025 (already supplied separately). This has not been formally ratified by EC, but serves
as the basis on which the department is operating. Following solid initial cost savings and a general
perception that procurement was delivering a service of value, a Contracts Manager was appointed in

November 2025. The latest version of the contracts register has been supplied separately.

8.

Membership
data

Although controls exist in relation to joiners and
leavers, there are no checks performed to verify
the accuracy and completeness of membership
data. As a result, should membership data be
compromised, for example via the override of IT
General Controls, differences may not be
identified.

A control should be developed to ensure
that periodically for a sample of members
their existence and the accuracy of their
data is confirmed. An additional control
should also be developed to ensure the
completeness of membership information
maintained by the Union.

As stated in the interview, this is not dealt with directly by Finance, and is audited independently each
year by a separate body which issues a “MAC” certificate to say that it is happy with the process. We have
MAC certificates for each year up to Dec 2024. | did make further enquiries of the membership
department, however, and it appears that, while there is always further work to do on data cleansing,
forms are now sent out to members that enable them easily to check and update their information.
Additionally a one-off data cleansing exercise in conjunction with Experian should help reveal further

idiosyncrasies that we can correct.

9.

PO system As a large organisation the absence of a Purchase
Ordering system creates additional risks that
cannot be fully mitigated via existing controls.

This includes:

The Union should actively investigate the
implementation of a dedicated Purchase
Ordering system.

* Areduction in the Union’s ability to identify
unauthorised or inappropriate purchases
under the Union is committed to paying for
the relevant services or goods.

» The existing reliance on manual controls, such
as the physical review and approval of
invoices, increases the risk of error and/or
fraud.

This is one of the priorities of our new Systems Accountant. We have had a demonstration of what we
believe to be the most appropriate software for the task, though have yet to purchase and install it.
Initially it will simply be used to scan invoices and run the authorisation process, but once established
will be extended into a fully-fledged PO system.



10.

Payroll A key payroll control currently operating is a Exception reporting should be developed

exception manual review of dummy pay run reports. However, so that month-on-month date can be

reporting the size of Unite’s payroll makes a manual review quickly compared, with focus on those
ineffective with false information at an employee movements that fall outside of pre-
level unlikely to be identified. determined parameters.

| forwarded a detailed explanation from Kaye Heppell, our Head of Payroll, as to what systems were in
place. Oddly, she mentioned that this was the first time she had been asked about this in years, which
may be why it appears to be at odds with the auditors’ assertions. But it does appear that the basic
month-on-month net pay movements are analysed, as per the requirement above, though the evidencing
in this area may need improving. Kaye has recently announced her retirement and the arrival of a new
head of payroll will be a good opportunity to review and enhance the controls and evidencing that are in

place.
11.

Contracts log Throughout 2021 Unite operated a number of A formal contracts log should be
commercial contracts but their existence, and developed for all existing and new
hence their terms and conditions, were not known income and expenditure contracts above
by relevant individuals throughout Unite. a pre-determined threshold.

As a result, financial management were unable to
fully understand Unite’s legal entitlement to
income resulting in an absence of control over the
collection of debts.

A new contracts manager has been hired recently and a contracts log now exists, which has been sent
separately. Itis still a work in progress, but where values have been entered already the total annual
spend covered is over £10m.

12.
Independent As is commonplace for Trade Unions the Executive While a constitutional matter, Unite
Executive Council is largely made up from union should consider changing its rules to
Council Members representatives from throughout its membership. permit the appointment of specialists

However, as a large complex organisation Council from outside of the Union. These
will frequently required to consider matters relating independent members would introduce

to finance, legal and commercial operations. additional experience and knowledge in
Council members do not necessarily have sufficient  areas increasingly critical to the success
skills and experience specific to these areas. of the Union.

This is outside of the control of Finance, though is not something we would oppose.

13.



Judgements and As part of the year end process of producing Financial management should introduce

estimates financial statements certain areas require the measures to ensure that key judgements
applicable of judgement and/or estimation (eg and estimates are supported with
pension assets). At present, the process around appropriate high quality supporting
the formation of those key judgements and evidence and are subject to scrutiny and
estimates lacks an appropriate level of detail and approval by Executive Council.
scrutiny.

This is a very general comment, and in two parts. That key judgements were not well made and recorded
is largely a result of the fact that many of the estimates required were not a feature of the accounts as
initially prepared and were developed over the course of the audit and ensuing reviews. As a result, such
estimates can now be prepared along similar lines in the subsequent years and | would expect this to
become less of an issue.

The second issue, regarding the competence of EC to assess, for example, the basis of the various
discount rates used to value the hotel, is unlikely to make the estimates any more accurate and will
trouble and disturb EC unnecessarily. This comment displays a level of idealism from BDO that is sadly
not realistic in the current setup or, indeed, most setups that | have worked in. We do not currently plan to
adopt this recommendation.

14.
Related party During the year, Unite generated a financial loss  Unite should consider whether it is
transactions on a property where it legally owned 50%. appropriate to use members funds to

However, the property was originally purchased support property purchases that create risk
for £120,000 and sold for £290,000. Despite Unite for the Unite and financial gain for the
taking on the risks associated with ownership, the member of staff.

individual benefited from all subsequent financial

gains.

Obviously Unite does not think this appropriate. This happened under the previous administration where
a different set of values prevailed. This reflects a tendency of Unions in the past to buy properties for
officers —not common practice today and certainly not in modern Unite where this would not be

approved.

15.
Approval of Unite’s policy in relation to the approval of Verbal authority cannot be evidenced,
purchases purchases is that two signatures are required; substantially increasing the risk that

local budget holder and central finance team. As  invoiced costs could be subject to payment
part of the audit, we identified instances where without approvals taking place. Fraud may
the relevant budget holder was not immediately  result.

available to sign off the invoice and consequently

verbal authority was provided.

Having made enquiries of the Payables department, who deal with such things, this appears to be an
exceptionally unusual situation. | have asked the auditors for further details of the relevant items to
determine if they are in the usual course of business but am still awaiting a response.

The update of our accounting package will involve setting up full functionality for running and recording
the approvals process, removing this as an area of concern. It is likely that this will be possible using the
Continua system, which we should be able to adopt in advance of the main accounts system upgrade;
this is one of the key priorities of the systems accountant.

16.



Access reviews - Access reviews are not periodically performedin  Access controls should be reviewed with

Navision and SB  relation to Navision and SB Client. As a result, additional controls implemented to ensure
Client unauthorised access may be gained and not that meet current requirements. A formal
identified on a timely basis. Equally, there are process should be introduced in relation to

currently no formal controls in relation to leavers leavers.
and removing individuals from IT systems.

These were already in place for leavers (policy has been forwarded separately). We have added a new
quarterly, evidenced check, however, to provide a second defence in case a leaver is somehow missed.

17.
Financial The organisation has been adversely impacted by A financial controls review should be
controls instances of possible fraud and override of controls. undertaken, either by relevant individuals
review Furthermore, a number of controls have been within Unite or externally.

identified as either missing or insufficient in
preventing or detecting fraud or error. Despite this,
a complete picture of the organisations control
environment remains unknown, creating a risk that
further deficiencies may exist.

An Internal Audit and Risk manager is being recruited and this will form one of their key early tasks. Also
note that as a result of the audit and several of the remedies in this document, things are steadily
improving in this area.

18.

Staff A significant proportion of staff Unallocated expenses (£000s) Unite should

expenses expenses are not recorded in introduce new
such a way that enables 1000 procedures that
appropriate analyses. As a result, 800 enable staff
retrospective stand back reviews  ¢qg expenses to be
cannot and are not performed 400 analysed by
increasing the risk that individual as well
inappropriate expenses are being 200 as by function.
paid by the Union. 0

2018 2019 2020 2021 2022 2023 2024

This point is arguable. Expenses are recorded in such as way as they can be analysed, and Emma has
access to detailed reports. She does also conduct reviews of those reports for any outliers. However
there is not currently a formal, regular evidenced review and we will look to implement this additional
controlin the near future.

More broadly, a new expenses system is very much on our list of things to do, and we have made some
initial investigations into using a facility within Cascade, our employee management package. This will
form a part of the upgrade programme that our Systems Accountant will be undertaking. However, this is
a major task and other projects (invoice input, purchase orders, internalising accounts preparation and
NAV upgrade) are a higher priority.

19.
Financial As part of audit enquires, we have identified a The Union should create a formal set of
support to number of occasions when staff, including former policies in relation to staff expenses, loans
staff senior management, have received significant and other forms of financial support.

financial support that financially adversely impacted
the Union, did not follow normal procedures or in
the eyes of members may be viewed as
inappropriate. Reputational damager could result.



This point may have been prompted by some of the transactions that occurred under the previous
administration that would not be approved now, and as such are somewhat historic.

There are procedures governing both employee and member expenses, and the application form for a
staff loan is very clear about the conditions of qualification.

20.
Financial The current finance department benefits from A strategic review of the finance team
resource experienced and committed staff. However, based should be performed and where
on our experience the department is under appropriate additional resource added to
resourced. Further benefit would also be gained the existing team.

from supplementing the existing team with
additional experience of financial reporting and
internal audit (regions and branches).

This is very much underway. The current status of this major investment in the capabilities is as below:

Deputy FD: Colin Warner, FCA, hired on contract in Feb 2025. Permanent replacement,
Chris Harris (CIPFA qualified) starts April 2026

Systems Accountant: Phil Markham, an ICAEW qualified Chartered Accountant, joined Jan 2026
Financial Accountant:  Xanthe Roantree, an ACCA qualified Accountant, starting Feb 2026

Tax Accountant: Final stage interviews, likely start March 2026

Head of Property: Phil Crosby, MRICS registered Chartered Surveyor, Started Jan 2026

Treasury Accountant: CVs received, progressing towards first interview round. Likely start April 2026
Internal audit and risk manager: Early stages, likely start May 2026

In addition to this, both Roy Quiddington (ACA) and Richard Welsford (FCCA), both experienced, qualified
accountants were brought in as temporary support in April 2024. Their contracts will end once the
additional support above is bedded in.

21.

CIs When undertaking construction work it is the The Union should consider approaching
responsibility of the contracting party to ensure HMRC and seeking confirmation of the CIS
that any business undertaking construction work  status of FGL.

i iatel istered for CIS tax.
s appropriatety registered-ior ax Equally, additional safeguards should be

Management are unable to determine whether put in place to ensure that when engaging
checks were performed when contracting with construction businesses in the future
Flanagans Group Limited (FGL), exposing the checks are performed with regards to CIS
Union to potential liabilities if FGL failed to before proceeding with works.

register and pay CIS liabilities due to HMRC.

We have formally approached HMRC with regard to Unite’s status for CIS and once correct contacts are
established will be able to follow up on this point. With the Head of Property and Head of Procurementin
post we will continue to improve contracting practices.

Making enquiries of Flanagan’s regarding their tax compliance is not a realistic option given the legal
position between them and Unite; the prospect of a response is exceptionally remote.



Other Deficiencies

22.

VAT There is no formal quarterly close procedure to post the vat
payable at quarter end to other payables.

Having reviewed the way that we post this, we appear to be accounting for quarter end VAT as | would
expect; the totals from the various input and output VAT accounts are posted to a control account, the
“VAT settlement” account. The payment is then posted to the same account and will bring the account
total back to zero. | am not clear why it should be posted to other payables, unless the VAT settlement
account is classed by the auditors as a part of other payables, in which case we are already doing as they
request.

| have asked the auditors for clarification and am awaiting a response.

23.

Employment Taxes BDO Tax Team identified a number of issues in relation to
employment taxes. The main theme being a lack of
documentation to prove the status of PAYE and NI in off-payroll
costs.

Review of our systems and processes will be an early priority of the new Tax Accountant once in post,
working alongside HR colleagues.

24.
Month end Adjustments made at each month end and year end are manually
membership calculated by finance team members but are not then subject to
adjustment review. Errors may occur, which are not subsequently identified.

We do not perform any adjustment to the monthly membership figures in Finance, although there is one
adjustment of around £5m at the year-end that is thoroughly audited by BDO, to which we believe this
point refers. While this was not previous subject to review, it is a simple sum involving adding 5 numbers
together.

However, this adjustment is entered by a journal so, now that our new journal review process is in place,
will go through a suitable approvals process in future.

25.

Membership Numbers Member numbers are taken from the membership database
directly at a point in time, for year-end. This means that we
cannot evidence where the numbers have come from (as it is a
live system) and cannot be certain at what date they are run.

As far as we are aware this is simply a limitation of the system that we have. We do have plans to
construct a new membership platform, which could incorporate this feature if practicable, but this is
some way off. There may be alternative ways of evidencing the date of the information, such as sending a



summary report straight to the auditors on the day that it is produced. We will explore this with BDO and
the membership team.

26.
Member benefit Forms are not retained by the Union and hence there is no
forms document evidence of forms being processed appropriately and

hence the validity of payments to members.

The very vast majority of benefit forms are processed in regions who will have their own filing and
retention protocols. However, we would definitely consider whether there was a benefit to keeping eg
scanned copies of forms. With technological change, a new membership system etc we have opportunity
to improve if this is a genuine issue.

27.
VAT Partial It was noted that the Partial Method for VAT exemption was only
Exemption updated in 2021. The partial method should be recalculated on
an annual basis to ensure accurate amounts of VAT are paid over
to HMRC.

This exercise was performed in September 2025, and an adjustment was sent through to HMRC for 2022.
We have prepared the calculations for 2023 but are awaiting the acceptance of 2022 before submitting.
The process does not take long and is now well understood.

28.

Investments There are no formal controls over investments. While day-to-day
management functions are outsourced to investment managers,
controls should be developed to ensure investment decisions and
fund transfers are appropriately controlled.

The current mandate (sent separately) does appear to be a sensible allocation for our needs. And there is
a fear that should this be opened up to EC debate the process will become unduly politicised, meaning
we end up with a very confusing, and less rewarding portfolio. All the same, we will discuss this feedback
with senior management.

29.

Blackhorse profits Minutes from the Executive Council meeting from October 2024
indicate that agreement was reached to add profits generated
by the Birmingham hotel to Unite’s strike fund. Although Unite is
the owner of Blackhorse, it is the responsibilities of the directors
of a company to recommend the paying out of its profits to its
shareholder(s). Only once this has occurred can EC vote on how
best to use this dividend income.

In addition, following the generation of significant losses,
dividends can only be proposed at a point in time that all
historic losses have been reversed by trading profits.



This is simply a comment from BDO about the EC making a decision that it wasn’t in a position to make.
As such there’s not really much that can be done about it by Finance; we are usually on present at an hour
or two of the week-long meetings and don’t have much control over what gets decided.

30.
Financial expertise Throughout most of 2021 the finance department was led by an
individual who did not have an appropriate level of financial
experience.

Appointments to the finance department, both temporary and
permanent, should take into consideration the level of financial
expertise required.

As can be seen by the list of hirings above (point 20), this is very much no longer the case.

31.
Balance sheet There are no formal controls in place in relation to infrequently
reconciliations used balance sheet accounts, notably within debtors and

creditors. The review of management accounts should be
reinforced with the introduction of control account and periodic
reconciliations.

While no formal evidence-based controls exist, these amounts are not ignored. We will work with the
Management Accounts team to develop a more formal process with better evidencing.

We hope that the above are of use in formulating your report. Do not hesitate to get back to us if anything
is unclear.

Emma Gibbons, FCMA Director of Finance
Colin Warner, FCA Deputy Director of Finance

Unite the Union, 10" February 2026
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