u.s. Department of Labor Employment Standards Administration
Office of Labor-Management Standards
Chicago District Office
230 South Dearborn Street
Room 774, Federal Office Building
Chicago, iL 60604
(312)596-7160 Fax: (312)596-7174

June 26,2008

Mr. Earl Calhoun, President
Auto Workers AFL-CIO
Locd 428

503 E. Jackson Blvd.
Elkhart, IN 46516

LM Fle Number 044-112

Case Number: ||| NN

Dear Mr. Cahoun:

This office has recently completed an audit & UAW Locd 428 under the Compliance
Audit Program (CAP) to determine your organization's compliancewith the provisions
d the Labor-Management Reporting and Disclosure Act d 1959 (LNIRDA). As
discussed during the exit interview with you on June 25,2008, the foll owing problems
were disclosed during the CAP. The matterslisted below are not an exhaustivelist d

all possible problem areas since the audit conducted waslimited in scope.

Recordkeeping Violations

Titlell d the LMRDA establishescertain reporting and recordkeeping requirements.
Section 206 requires, among other things, that |abor organizations maintain adequate
recordsfor at least five years by which each receipt and disbursement d funds, aswell
as all account balances, can be verified, explained, and clarified. Asageneral rule, labor
organizationsmust maintain all records used or received in the coursed union
business.

For disbursements, thisincludesnot only original bills, invoices, recelpts, vouchers, and
applicableresolutions, but also documentation showing the nature d the union
businessrequiring the disbursement, the goods or servicesreceived, and the identity d
therecipient(s) d the goodsor services. In most instances, this documentation
requirement can be satisfied with asufficiently descriptive expensereceipt or invoice. If
an expensereceipt is not sufficiently descriptive, a union officer or employee should
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writeanote on it providing the additional information. For money it receives, the labor
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organization must keep at least one record showing the date, amount, purpose, and
sourced that money. Thelabor organization must also retain bank recordsfor all
accounts.

Theaudit d Locd 428’s 2006 records reveal ed the following recordkeeping viol ations:

1

General Reimbursed Expenses

Loca 428 did not retain adequate documentation for reimbursed expensesand
expensesincurred by thesomed the union officerstotaling at least $1070.20. For
example, vouchers #|JJJJ] reimbursed the president for a$170.20 hotel bill; no
receipt was submitted. Also, voucher # ﬁ reimbursed an officer $300.00for a
Christmas party but no receipt was submitted.

As previously noted above, |abor organizations must retain original receipts, hills,
and vouchersfor al disbursements. The president and treasurer (or
corresponding principal officers)d your union, who are required to sign your
union's LM report, are responsiblefor properly maintaining union records.

Lost Wages

Loca 428 did not retain adequate documentation for lost wage reimbursement
payments to union officerson at least sixty-five occasions. As per pagel2 d the
UAW Badc Procedurd Instructionsfor Financia Officers, lost timeisreimbursed to a
member on a"' no-loss, no-gainbasis." Thismeansthat the union official must be
losing wagesthey were entitled to by the employer due to the performanced
union duties.

The union must maintain recordsin support d lost wage claimsthat identify each
date lost wageswere incurred, the number d hourslost on each date, the
applicablerated pay, and adescriptiond the union businessconducted. The
OLMSaudit found that Loca 428 provided lost time vouchers (UAW Form A-136)
asrequired by the UAW International. However, no recordswere submitted to
support claimsby the several officersthat they were entitled to overtime pay at
timeand ahdf or doubletime. Only five Union BusinessLeaved Absence Forms
were submitted to OLMSas|ost time documentation for the audit period. These
forms (or asimilar document signed by the employer) should be used for every
Loca 428 lost time claim to satisfy this recordkeeping requirement.
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Receipt Dates not Recorded

~

Entriesin Loca 428's receipts journal reflect the date the union deposited money,
but not the date money was received. Union recei pts records must show the exact
date d receipt. The date of receiptisrequired to verify, explain, or clarify amounts
required to be reported in Statement B (Recelptsand Disbursements) d the LM-3.
The LM-3instructionsfor Statement B state that the |abor organi zation must
record receiptswhen it actually receivesmoney and disbursementswhen it
actually paysout money. Failureto record the date money was received could
result in the union reporting some receiptsfor a different year than when it
actually received them.

The proper maintenanced union recordsis the personal responsibility d the
individualswho arerequired tofile Loca 428'sLM report. You should be aware that
under the provisionsd Section209(a) d the LMRDA and Section3571d Titlel8d the
U.S. Code, willful failureto maintainrecordscan resultinafined up to $100,000 or
imprisonment for not more than one year, or both. Under the provisionsd Section
209(c) d the LMRDA and Section3571d Title1l8d the U.S. Code, willful destruction or
falsificationd recordscanresultinafined up to $100,000 or imprisonmentfor not
more than one year, or both. The penalties provided in Section 209(c) and Section 3571
d Title18 apply to any person who caused the violations, not just the individualswho
are responsiblefor filing the union's LM report.

Reporting Violations

Theaudit disclosed aviolationd LMRDA Section 201(b), which requiresl|abor
organizationsto fileannual financial reports accurately disclosingtheir financial
conditionand operations. The Labor Organization Annual Report Form LM-3filed by
Loca 428for fisca year ending December 31,2006, was deficient in thefollowing areas:

1. Reportingd Assets, Elkhart Building Corporation
Theunionisoned four participatinglocalsin the International UAW Elkhart

Building Corporation (EBC). The union did not report thevalued property on
hand at the beginningand end d the year in Item 28 (Investments)d the LM-3.
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Ap EBC attachment wac included with your 2004 I M-3 report which Jigted
$8,482.00 of furnitureand equipment asfixed assets. This number does not
correspond to the value entered for fixed assets at theend d thefiscal year,
$8,854.00, and you could not explain the differencein values. Additionally, the
report lists UAW Local 612 LM # 024-041, asa co-owner inthe EBC. UAW Locd
612 terminated on November 18,2005 and could not have been participating in the

EBCfor fiscal year ended December 31,2006.

Further investigation revealed the EBCfilesaseparate LM-3financial report under
the LM file number (LM # 044-112) & UAW Local 428 and has done so since1997.
In addition to the separate LM-3 report for the EBC, all local union participants o
the BBC have beenfiling their ownership in the EBC differently over the years.

In order to accurately and transparently report Loca 428’s assets, including the
local's ownership in the EBC which may bein excessd $30,000.00, an amended
report will be required. Instructionsfor filingthe amended report will be mailed
to you separately in the near future.

Failureto File Bylaws

The audit disclosed aviolationd LMRDA Section 201(a), which requires that a
union submit acopy d itsrevised constitution and bylaws with its LM report
when it makes changesto its constitution or bylaws. Local 428 submitted an
undated copy d its bylawsand indicated they had been amended within the last
tenyears. The bylawson file with OLMSwere dated 1991.

Loca 428 has now filed acopy d itsconstitution and bylaws.

Other Issues
Used Signature Stamp

Theaudit revealed that past president Jerry Nettrouer and Financial Secretary
Sherry Bonney used signature stamps to sign vouchers, checks, and the Form LM-
3 Labor Organization Annual Report for fiscal year ending December 31,2005.
Ms. Bonney stated that these stamps were only used by the ownersd the stamps
and werefor convenience. OLMSdoes not recommend the used signature
stamps due to the difficulty involved in safe guarding against use by others. You
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indicated that the local no longer uses signature stamps. OLMS acknowledges
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thisimprovement in Locd 428’s internal controls.

| want to extend my personal appreciation to UAW Locd 428 for the cooperation and
courtesy extended during this complianceaudit. | strongly reconunend that you make
sure thisletter and the complianceassistance materials provided to you are passed on
to futureofficers. If we can provide any additional assistance, please do not hesitate to

call.

Sincerely,

Investigator

cc. Sherry Bonney, Financial Secretary




