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Terms of Reference

Inspectors Report
on an

Investigation into the Financial Affairs of Solidarity under Section 37B of
the Trade Union and Labour Relations (Consolidation) Act 1992

1. On 22 May 2008 I was appointed by the Certification Officer as an Inspector to
investigate the financial affairs of Solidarity. My appointment was made under the
powers contained in section 37B of the Trade Union and Labour Relations
{(Consolidation) Act 1992 (“the 1992 Act”).

2. The terms of reference I was set by the Certification Officer are:

‘to investigate and report to me on the financial affairs of Solidarity between I November 2005 and 24
November 2007 as regards:

the production of veceipts for expenditure

the operation of the Solidarity Paypal account

withdrawals from the Solidarity HSBC current account on 20 and 25 September
2007 and a transfer to the Solidarity HSBC curvent account from the Solidarity
HSBC Money Manager Account on 20 September 2007

cheques cashed from the Solidarity HSBC current account between 18 January 2007
and 4 June 2007

payments made to My Patrick Harrington'from the Solidarity HSBC current account
between 1 February 2007 and I May 2007

the freezing of the Solidarity HSBC Current Account and Business Money Manager
Account in 2007

the opening of a Bank of Scotland account in the name of Solidarity in 2007
the appoiniment of Accentuate PR Company by Solidarity in 2007

the appointment of the auditors of Solidarity’s accounts for the years ending 31
December 2006 and 31 December 2007.

with the consent of the Certification Officer, any other matter indicating a financial
- irvegularity within-the description set out in section 37B(2) of the 1992 Act that may
come to light during the investigation of (a) to (i) above.

These terms of reference exclude you from reaching any conclusion on the legal issues arising out of
the unresolved dispure within Solidarity about the application of its rules to its governance, the
resolution of which requires either internal agreement or judicial determination.’




Nature of the Investigation

3. Since June 2007 numerous allegations of financial irregularities by Solidarity have
been made to the Certification Office by Mr Potter, Mr Hawke and Mr McLinden,
who were all members of Solidarity at the time the allegations were made. The first

such allegation was received at the Certification Office on 20 June 2007. These were
taken up with the union informally by the Certification Office in correspondence but,
following the receipt of more and more detailed allegations, the Certification Officer
appointed me as an Inspector to investigate those matters set out in my terms of
reference. ‘

4. Upon being appointed, 1 first considered the files retained at the Certification Office
which appertained to Solidarity. I considered the numerous allegations of financial
- irregularity that had been made by Messrs Potter, Hawke and MclLinden to which I
have referred. 1 also considered the only annual return (AR 21) received for
Solidarity at that time, namely the one for the period ending 31 December 2006. 1
have subsequently also considered the AR21 in respect of the period ending 31
December 2007, received at the Certification Office on 8 September 2008. I further
considered the various complaints of breach of rule and breach of statute that had
been made against Solidarity by Mr Potter, Mr Mullen, Mr McLinden and Ms
Haynes and which are now being progressed to a hearing or hearings. I subsequently
conducted interviews with Mr Patrick Harrington, the General Secretary of the.
Union, and Mr Clive Potter, the President at the time of the initial allegations of a
financial irregularity. Mr Potter has pursued the allegations put forward by himself,
Mr Hawke and Mr McLinden and, in effect, has acted as their representative. The
fact of my appointment was announced on the website of the Certification Office and
additional material was received from Lancaster Unity Against Fascism and
Searchlight. ' ' : ‘

Factual Background
5. Solidarity was formed in 2005. Upon its application, it was entered on the

Certification Officer’s list of Trade Unions on 5 December 2005 in accordance with
section 3 of the 1992 Act.

6. An internal dispute within the Union began in 2007 which gives context to both my
investigations and the formal complaints yet to be adjudicated by the Certification
Officer. In early 2007 the rules of Solidarity provided for there to be an Executive
Committee which consisted of a National President, a General Secretary and a Vice
President. At the time the first Annual Return was completed in 2007 Mr Harrington
was the General Secretary, Mr Potter was the National President and Mr Hawke was
the Vice President. Rule 13(d) provided for a quorum of 3 at all meetings of the
Executive Committee.

7. The Executive Committee meeting on 20 May 2007 was attended by Mr Harrington,
Mr Potter, Mr Hawke and two guests Mr Williamson and Mr Du Laic. There is,
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11.

total income of £7,648 and expenditure of £8042.

however, a dispute as to what was agreed at that meeting. Mr Potter and Mr Hawke
state that Mr Harrington was told that he was to be investigated over his handling of
the union’s finances and that he would be temporarily suspended from the position of
General Secretary/Treasurer during the process. Mr Harrington, on the other hand,
denies that any such decision was reached. Each side has produced its own notes of
that meeting.

The notes of a meeting of members of the Executive Committee held on 3 June 2007
show there to have been three attendees, who arc described in the notes as “Mr
Potter (President), Mr Hawke (Vice President) and Mr McLinden (Acting General
Secretary)”. The notes record that Mr McLinden was appointed as Special Auditor
and Special Investigator. The notes also record an agreement to suspend Mr
Harrington. Mr Harrington has pointed out that this meeting was inquorate ds only
two properly appointed members of the Executive were present.

The Union was then in a difficult position. The rules required a quorum of three on
the Executive Committee but the Executive was split in such a way that it appeared
impossible to convene a quorate meeting and conduct the business of the Union. In
these circumstances, Mr Harrington called an Extraordinary General Meeting (EGM),
which was held on 14 July 2007. The minutes of this meeting record that ‘at the
request of concerned union members, the General Secretary (Mr Harrington)
convened a Special Conference of the Solidarity union.” The minutes go on to record
the support of Conference for Mr Harrington and .resolved that ‘the purported
suspension’ of the General Secretary was ‘unconstitutional as it was done at an.
inquorate meeting’. The minutes also record the unanimous approval of a number of
‘constitutional resolutions’. Among these was the expansion of the Executive
Committee from three members to seven; namely the General Secretary, the
President and five other members.

Mr Potter, Mr Hawke and Mr McLinden did not attend the EGM on 14 July and do
not accept its legitimacy or that of any of the resolutions it approved. Indeed, since 14
July 2007 there has, in effect, been two organisations calling themselves Solidarity
both.of which claim to be the legitimate Solidarity.

Solidarity’s first Annual Return on form AR 21 was for the period beginning with its
formation and ending on 31 December 2006. It was submitted by Mr Harrington and
was received in the Certification Office on 5 July 2007. It showed a membership of
42, total income of £1,105 and expenditure of £494. The second annual return for
Solidarity for the period ending 31 December 2007 showed a membership of 124,




The Issues Investigated Under my Terms of Reference

The Production of Receipts for Expenditure

12. Mr Hawke, Mr McLinden and Mr Potter all alleged that Mr Harrington had not

13.

produced receipts for all of the expenditure for which he had been responstble and
which is recorded as expenditure in the Annual Return for the period ending 31
December 2006. Mr Harrington maintained that he had provided receipts for all of
the expenditure shown on the Annual Return. The informal enquiries conducted prior
to my appointment as Inspector had established that Mr Potter’s concerns amounted
to the fact that he and the other two members of the Executive had not seen receipts
totalling £74 for printing expenses and had not been shown any accounting records
relating to the petty cash holding of £200.

Following my appointment as Inspector, I met with Mr Harrington in Edinburgh on
21 and 22 July 2008. Mr Harrington then provided me with such receipts as he had
retained for the expenditure contained in the Annual Return for the period ending 31
December 2006. With regard to printing expenses, I inspected receipts in the sum of
£35 and had previously been supplied with a copy receipt for printing expenses in the
sum on £39. I was informed by Mr Harrington that he had mislaid the original of this
latter receipt. Mr Harrington had previously provided me with a copy of this receipt
that had been certified as an authentic copy by an Edinburgh solicitor. I enquired
about the records for a further £8 of expenditure which did not appear to be supported
by a receipt. Mr Harrington explained that this was a bank charge for which a bank
statement was provided. As regards the petty cash for the period ending 31 December
2006, Mr Harrington admitted that he had not kept structured petty cash records. He
explained that given the small amount of money involved he had merely kept receipts
when using the cash in hand and kept the balance in his own personal safe. | was
show the receipts he had retained.

Conclusion

14. Mr Harrington has provided receipts for all the expenditure recorded in the 2006

Annual Return. Hé has also given an explanation as to his handling of the cash in
hand, having admitted that he kept no structured petty cash records. Such is the
mistrust between those who used to be colleagues on the Solidarity Executive that it
was suggested to me that [ needed to assure myself of the authenticity of the receipts
presented to me. Given the small amounts of money involved and the apparent
authenticity of the receipts presented to me, I declined to investigate further in the
absence of any evidence that the receipts were not authentic. My investigations of the

. expenses incurred by the Union in this period did not disclose evidence of financial

impropriety. 1 note that the system for recording petty cash expenditure has been
changed.




The operation of the Solidarity Paypal account

15. Mr Potter had alleged that since January 2007 Mr Harrington has been operating an
‘unknown’ Paypal Account to which he refused to share the access codes or
relinquish control when he was suspended on 3 June 2007.’

16. My enquiries revealed that this was not in fact an “unknown’ account but one that had
been set up by Mr Harrington on behalf of Solidarity and about which Mr Potter had
actual or constructive knowledge. The Paypal Account was linked to Solidarity’s
HSBC Account and the bank statements Mr Potter provided to the Certification
Office showed payments from the Paypal Account into the Solidarity HSBC account.

17. When interviewed by me Mr Potter accepted that, in essence, he was arguing that by
Mr Harrington not having given the Executive access to the Paypal Account (which
he says was requested by them prior to his suspension) Mr Harrington had
improperly retained “de facto” private control of part of the Union revenue. Mr Potter
also argued that from the date of Mr Harrington’s suspension, 3 June 2007, fund
transfers to the Solidarity HSBC Account were no longer evident. He alleged that Mr
Harrington had therefore committed fraud by operating a stolen account and using it
to collect Union members’ contributions for his own private purposes.

18. In response to these allegations Mr Harrington stated that he had never formally been
asked by the Solidarity Executive to hand over the Paypal Account details including
access codes. He accepted that he may have been asked informally for this
information by Mr Potter and he agreed that he did not give the information to Mr
Potter.

19. Mr Harrington provided me with a full account history of the Paypal Account
showing all transactions and transaction details up until 11 February 2008. In
addition he accessed the on-line records in my presence on 21 July 2008 at our
meeting in Edinburgh. I was able to review all the transactions. I cross checked a
number of the entries with bank statements, receipts and petty cash records. I found
no evidence that the Paypal Account was being used for anything other than
Solidarity business. ‘

Conclusion

20. In essence the allegations made by Mr Potter and others in regard to this matter arise
out of the unresolved dispute within Solidarity about the application of its rules to its
governance. My terms of reference specifically preclude me from reaching any
conclusions in this area. I therefore limited my enquiries to checking whether the
Paypal Account had only been used for the purposes of the Union. I found no
evidence to the contrary.




Withdrawals from the Solidarity HSBC current account on 20 and 25 September 2007
and a transfer to the Solidarity HSBC current account from the Solidarity HSBC
Money Manager Account on 20 September 2007

21. Mr Potter’s allegations were that Mr Harrington had made two ‘unauthorised’
withdrawals from the Solidarity HSBC Account (account No 91812394) and that he
- made one unauthorised transfer from the Solidarity HSBC Business Money Manager
Account to the Solidarity HSBC current account. He provided bank statements

showing;
e On 20 September 2007 cheque No 100024 was paid out in cash in the amount
of £1,500,
e On 25 September 2007 cheque No 100026 was paid out in cash in the amount
of £600.

e On 20 September 2007 a transfer of £500 was made from the Solidarity HSBC
Business Money Manager Account (account No 61812408) to the Solidarity
Community Account No 91812394,

Mr Potter’s further stated that all of these transactions were affected by Mr
Harrington without authority as his name had been removed from the mandate of
authorised signatorics on 12 June 2007. Following-a complaint by Mr Potter to the
bank about these withdrawals the bank credited the account w1th £2,600 on 21
November 2007.

22, Mr Harrington admitted that he had made the withdrawals. He produced minutes of a
meeting of the Solidarity Executive held on 14 July 2007. The Executive in question
was the new Executive appointed at the EGM on 14 July. These record that he had
been ‘instructed to take all necessary steps to gain full control of the HSEC account
of the union’. They also record that he was instructed to ‘withdraw all funds possible
from this account and pay into a new bank account.’ In addition Mr Harrington
produced bank statements and receipts to show what had happened to the money after
he made the withdrawals. As already pointed out Mr Potter and Mr Hawke do not
accept the legitimacy of the Executive Committee appointed at the EGM on 14 July
2007 and subsequently dispute any action or instructions it has issued.

Conclusion

23. At the heart of these allegations is the unresolved dispute within Solidarity about the
applicatton of 1ts rules to its governance. My terms of reference specifically preclude
me from reaching any conclusions on this issue. I therefore reach no conclusion as to
whether Mr Harrington acted improperly in making the withdrawals from the HSBC
account, which is in any event the subject of complaints by Mr Potter to the bank
itself. There is no dispute that Mr Harrington did make the withdrawals. He has
provided me with documentary evidence that he used some of the cash withdrawn to
pay a bill incurred by Solidarity and the remainder was paid into a new account in the
name of Solidarity. 1 found no evidence to establish that the money withdrawn by Mr
Harrington has been used for an improper purpose.




Cheques cashed from the Solidarity HSBC current account between 18 January 2007
and 4 June 2007

24. Mr Potter alleged that fourteen payments by cheque between the above dates had not
been approved by the Executive and that Mr Harrington had not provided receipts in
relation to those payments. I deal below with each of the cheques about which
complaint is made.

i. Cheque for cash £200.00 (18 Jan 2007) cheque No 100005 — Transfer to Petty Cash.
Mr Harrington provided me with petty cash records that confirmed this transaction.

1.  Cheque for £130.00 (29 Jan 2007) cheque No 100006 — Deposit to Imperial Hotels in
respect of Annual Conference Hall. The original receipt was seen at my meetlng with
Mr Harrmgton in Edmburgh on 21/22 July 2008.

iii. Cheque for £170.00 (14 Feb 2007} cheque No 100007 — Remainder of payment to
Imperial Hotels. A print out from the Hotel for the total charge was seen by me at my
meeting with Mr Harrington in Edinburgh on 21/22 July 2008.

iv. Cheque for £20.00 (21 Feb 2007) cheque No 100009 — Payment to Edinburgh Self
Storage (Deposit for storage facilities for Union documents). The original receipt
was seen by me at my meeting with Mr Harrington in Edinburgh on 21/22 July 2008.
Mr Harrington explained, and the receipt confirmed, that the payment was in fact a
reservation fee for storage space. The space had never been used.

v. Cheque for £59.50 (6 Mar 2007) cheque No 100013 — Payment to union member for
attending meeting. Mr Harrington explained that this payment was to a member of
Solidarity who had come to London from Liverpool to help with the Union’s AGM.
No receipt was available for this expenditure. Mr Harrington explained that at the
time the Union had no set procedure for claiming expenses. He has now developed a
claim form and insists on receipts. There is some dispute about this payment. Mr
Potter says that the Executive at the time had no knowledge or awareness of
subsidising a member to come down from Liverpool to help with the AGM. He goes
on to say that ‘we did not authorise any payment at all in respect of this situation’. Mr
Harrington says that ‘it was explained to members of the Executive that the payment
would need to be made to enable someone to help with the AGM arrangements prlor
to the AGM’.

vi. Cheque for £24.40 (12 Mar 2007) cheque No 100011- Payment of expenses to union
member.

Vi
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ji. Cheque for £55.50 (14 Mar 2007) cheque No 100014 - Payment of expenses-to union
member. '

viii. Cheque for £41.50 (19 Mar 2007) cheque No 100008- Payment of expenses to union
member.




‘

No receipts were provided for any of the above payments. Mr Harrington did provide
cheque book stubs showing when and to whom the payments were made and explained
the circumstance of each payment. The first payment concerned the purchase of rail
tickets. The rail tickets in question had been retained by an automated ticket barrier.
The second payment was in respect of expenses claimed by a' Solidarity member who
had travelled to London from Swansea for the Union’s AGM. He had not been able to
find the Solidarity steward redirecting members to the AGM location and had been
very angry about his wasted journey . Mr Harrington stated that he and Mr Potter had
agreed to pay the rail and tube fares and subsistence as a gesture of good will. Mr
Potter does not dispute that he agreed that this payment be made. He alleges however,
that it was paid in cash out of a cash donation made to Solidarity at the AGM. Mr
Harrington denies this. Given that the relevant bank account is currently frozen it is not
possible to retrieve the cheque to settle this dispute one way or the other. I was shown a
cheque book stub for the payment. In the absence of any convincing evidence that the
payment was made in cash I chose not to investigate further. The final payment was to
a Solidarity member from Newcastle who had travelled to Edinburgh to discuss.setting
up a Solidarity Branch. Payment had been made despite no receipts being provided. In
response to Mr Potter’s allegation that no such payments should have been made to
members without the express approval of the Executive, Mr Harrington stated that the
fact that members’ expenses were paid was known to the Executive and had not been a
problem until the internal difficulties on the Executive. In relation to various payments
made by cheque Mr Potter has asserted that such payments required the authorisation -
of the Executive. It is not the case that the Union rules at the time specified that the
prior approval of the Executive was required for each and every transaction. The rules
provided that ‘Executive Committee’s duties shall be to manage and supervise the
affairs of Solidarity’. Mr Harrington took the view that, as General Secretary he had
some discretion over the payment of low level expenses.

ix. Cheque for £7.50 (8 Mar 2007) cheque No 100010 — Payment to a commercial printer
in Edinburgh
x. Cheque for £8.00 (8 Mar 2007) cheque No 100012~ Payment to a commercial printer
: in Edinburgh
These payments related to work done for the Union on 15 and 22 February 2007. 1
was shown the original receipts at my meeting with Mr Harmington in Edinburgh on
21/22 July 2008. ‘ : :

xi. Cheque for cash for £160.00 (19 Apr 2007) cheque No 100017 — Transfer to petty cash
Mr Harrington provided me with the petty cash records and cheque book stub for this
expenditure at our meeting in Edinburgh on 21/22 July 2008.

xii. Cheque for £240.00 (2 May 2007) cheque No 100016 - Payment to a commercial
printer in Edinburgh '

xiii. Cheque for £245.00 (4 Jun 2007) cheque No 100020 - Payment to a commercial
printer in Edinburgh.

" Apparently, in the interests of security, members were not told the precise venue of the AGM but, upon arrival
at a pre-notified location they were given directions by stewards to the actual venue.




Original receipts for both of the above were provided to me at my meeting with Mr
Harrington in Edinburgh on 21/22 July 2008.

xiv. Cheque for £27.55 (25 May 2007) cheque No 100019 — Payment of travel expenses to
Mr Potter. 7 ‘
Mr Potter had originally included this cheque in his allegations about expenditure
which had neither been approved by the Executive nor supported by receipts. In the
course of my investigations Mr Potter confirmed that this was in fact a payment made
to him in respect of his expenses for travel to London. There was no receipt for this
expenditure.

Conclusion

25. Mr Harrington accepts that it is wrong for the Union not to have receipts for
payments made to members and officials for travel expenses. He has now introduced
a standard claim form and insists on receipts being produced. A central feature of the
allegations made by Mr Potter is the lack of authorisation by the Executive for
payments made, particularly those relating to travel and subsistence payments. Going
forward, the Union should consider what authorisation for such payments is required
and what discretion they would want officials to have. During the course of my’
investigation Mr Potter suggested that there might be some personal or political link
between Mr Harrington and the commercial printers in Edinburgh used by Solidarity.
Mr Harrington denies this. He explained that he has used the commercial printer for
other work in which he was involved, including his political activities, but that he had
no personal or political connections with the printers. His main reason for using them
was that their rates were competitive and that it was not always easy to find printers-
who were prepared to carry out work for the sort of organisations with which he was
invotved. In summary, I found no evidence to establish that the cheques about which
allegations were made were drawn by Mr Harrington for an improper purpose.

Payments made to Mr Patrick Harrington from the Solidarity HSBC current account
between 1 February 2007 and 1 May 2007 ' '

26. Mr Potter stated that Mr Harrington was paid a monthly amount of £75 for expenses
between 1 February and 1 May 2007 to enable him to make petty cash payments such
as postage. Payments of £75 had been made on 1 February, 1 March, 2 April and 1
May 2007 into an account in the name of PA Sharp (the name of Mr Harrington’s ex-
wife). Mr Potter stated that no receipts had been forthcoming despite Mr Harrington
having been told that the Executive Committee required receipts. Mr Potter provided
me with a copy of a note from Mr Harrington dated 8 January 2007 in which he
stated that he was ‘keeping records and receipts’. Mr Harrington agreed that the
payments had been made and that he wrote the note agreeing to provide receipts.
Neither Mr Harrington nor Mr Potter were able to provide any Executive minutes or
other documentation relating to these payments.







