U.S. Department of Labor Employment Standards Administration
Office of Labor-Management Standards

Milwaukee District Office

310 West Wisconsin Avenue, Suite 1160
Milwaukee, WI 53203

(414)297-1501 Fax: (414)297-1685

June27,2008
Mr. Kevin Lake, President LM File Number: 002-811
United SteelworkersLoca 1306 Case Number: || R
P.O. Bax 561

Stevens Point, WI 54481
Dear Mr. Lake:

This office has recently completed an audit d Locd 1306 under the Compliance Audit
Program (CAP)to determine your organization's compliance with the provisionsd the
L abor-M anagement Reporting and Disclosure Act d 1959 (LMRDA). Asdiscussed
during the exit interview with Treasurer Tom Worzallaon Junel8,2008, the following
problemswere disclosed during the CAP. The matters listed below are not an
exhaustivelist d al 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 labor 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
organizations must maintain all records used or received in thecourse d union
business.

For disbursements, thisincludesnot only original bills, invoices, receipts, vouchers, and
applicableresolutions, but also documentation showing the nature d the union
businessrequiring the disbursement, the goods or servicesreceived, and theidentity o
the recipient(s) d the goods or services. In most instances, this documentation
requirement can be satisfied with a sufficiently descriptive expensereceipt or invoice. If
an expensereceipt is not sufficiently descriptive, a union officer or employeeshould
writeanoteon it providing the additional information. For money it receives, the labor
organization must keep at |east one record showing the date, amount, purpose, and
sourced that money. Thelabor organization must also retain bank recordsfor al
accounts.
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Theauditd Locda 1306’s 2007 records reveal ed the foll owing recordkeeping violations:
1. Med Expenses

The Locd 1306 recordsfor reimbursed meal expenses, whileincluding vendor
receiptsand identifying a union business purpose, did not alwaysidentify the
recipientsd the meals paid for by union officersor employees. For example,
member was reimbursed $79.59in March 2007 (check i) for asingle
restaurant expense while attending the Women d Steel Conferencein Green Bay, an
overnight conferenceshe was authorized to attend. The single restaurant vendor
recei pt attached to her voucher indicated that two mealsand at least five drinks
were purchased, but therewas no indicationd the identity of the additional

guest(s).

Recordsfor meal expenses must include written explanationsd the union business
requiring the meals, the identitiesd the officers or employeescharging meal
expensesto any union credit cards (if any), the namesd restaurantswhere meal
expenseswereincurred, and thefull namesand titlesof al meal guests(i.e., the
"recipients" d the goods or services purchased by the union).

2. Lot Wagesand Mileage

Loca 1306 did not always retain adequate documentation for reimbursed |ost wages
and mileage payments. Theaudit found that several vouchersfor lost timeand
mileage expensesdid not sufficiently describethe union purpose, but gave the
businessreason assimply "organizing™ or " grievance meeting."” Such explanations
did not adequately allow OLMSto verify that the amounts claimed were for a union
purpose.

Records to support lost wage claims must include each date lost wageswere
incurred, the number of hourslost on each date, the applicablerate of pay, and an
adequate description d the union businessconducted. Inthecased the sporadic
occasonsd lost timeincurred by Loca 1306 officersfor " organizing," the identity
d theworkplaceor typesd workers being organized or who (or what entity)
sponsored or attended the meeting should beidentified. Inthecased the sporadic
occasionsd lost timeincurred by Loca 1306 officersfor " grievance meetings," the
identity d the grievancetopic or number, step (if any), or theindividualsattending
the meeting should be identified. Thistyped particular information about
occasiona or sporadic organizing and grievance meetings distingui shes one event
from another. Such information isnot required for the established quarterly Joint
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Group meetings, where the meeting dates, locations, and attendees are already
known.

For mileage expenses, records must identify the dates d travel, locationstraveled to
and from, and number d milesdriven. Records must also show an adequate
business purpose for each businessuse d a personal vehicle by an officer or
employeewho is reimbursed for mileage expenses.

Other Travel Expenses

Loca 1306 did not retain adequate documentation for reimbursed travel expenses
paid to Treasurer Worzalla, who was issued check in September 2007 for
$196.63for what the disbursements journal said "Hertz car rental” for atrip to
Norfolk, Virginia, for computer training. Mr. Worzallatold methat after arriving at
the Norfolk airport, the Hertz saff said that they had lost his reservation and that
instead he traveled by cab between the airport and the hotel and did not recall how
much the cab cost. Mr. Worzallaalso said that he incurred two meal expensesfor
which he did not claim per diem, and that he considered the check to have covered
the two cab rides and the two mealsexpenses. Mr. Worzallaconfirmed that he
submitted no vendor receiptsfor the cab rides or the meals, and stated that he lost
onereceiptin the laundry after he returned home.

As noted above, labor organizations must retain original receipts, bills, and
vouchersfor all disbursements, as well as documentation showing the nature d the
union businessrequiring the disbursement and the identity d the recipientsd the
good or services. The president and treasurer (or corresponding principal officers),
who are required to sign the Labor Organization Annual Report (Form LM-3), are
responsiblefor properly maintaining union records. Inthiscase, Loca 1306
disbursements records showed that officersand employeeswere paid for actual
travel expensesincurred rather than a per diem. Therefore, for check the
expensereceiptsfor the cab rides and meal expensesshould have been retained, and
thetotal d the expenserece ptsshould been equal to the check amount.

. Receipt Dates Not Recorded

Many entriesin Local 1306’s receiptsjournal reflect the date money was deposited,
not the date money was received. Receipts records must show the date of receipt,
whichisrequired 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 recei pts must be recorded when money isactually received
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and disbursements must be recorded when money isactually paid out. Failureto
record on the LM-3 the date money was received could result in reporting some
receiptsfor a different year than the one in which they were received.

5. Digpositiond Gift Cards Used for Officer Compensation

M eeting minutes show that the members approved giving the guards a $10 gift
certificateper meeting ascompensation. The 2007 disbursements journal shows the
purchasefromSt. BronislavaChurch of atotal d $275in gift cards from the Stevens
Point Area Catholic Schools Gift Card Program (formerly called “$crip”).

Treasurer Worzallastated that he givesthe guardsa gift card good only for the
vendor d their choice, that the gift cardsfor some vendors do not comein the
amount d $10, and that he may have to wait several months before " paying" the
guards until the denomination d the gift cardsisthe equivalent of $10 per meeting.
Treasurer Worzallafurther stated that he does not maintain an inventory or other
record to document the payment to the guardsd the gift cards or the quantity on
hand at the beginningand end d the reporting period. He estimated that during
2007 he had approximately $60 in unused cards at the start o the year, but recalled
that he had no unused cards at theend d theyear.

The LM-3requiresthat the total value at the start and end d the reporting period d
alabor organization's " other" assetsbe identified in Item 30 (Other Assets). In
addition, direct and indirect disbursements to officersnot involving someform d
cash (currency, checks, money orders, etc.) should not be reported in Item 24
(Disbursementsto Officers), but must be explained in Item 56 (Additional
Information). Therefore, an inventory or similar record must be maintained to
verify, clarify, and explain ltems 30 and 56.

Based on Treasurer Worzalla's assurance that Loca 1306 will retain adequate
documentation in the future, OLMSwill take no further enforcement action at thistime
regarding the above violations.

Reporting Violations

Theaudit disclosed aviolation of LMRDA Section 201(b), which requires|abor
organizationsto fileannual financial reports accurately disclosing their financial
condition and operations. The Labor Organization Annual Report (FormLM-3)filed by
Loca 1306 for fisca year ending December 31,2007, was deficient in thefollowing
aress:
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1. Acquire/Dispose of Property

Item 13 (During the reporting period did your organization acquire or dispose o
any assetsin any manner other than by purchase or sale?) should have been
answered "Yes" because, according to alog maintained by Recording Secretary
Margaret Laskowski, Loca 1306 gave away Chamber & Commercegift certificates
totaling $1,150 in 2007.

The typeand value d any property received or given away must beidentified in the
additional information section of the LM-3, along with theidentity o therecipient(s)
or donor(s) d such property. For reporting purposes, each recipient need not be
itemized. Recipientscan be described by broad categories, if appropriate, such as
"members’ or " new retirees." In addition, the cost, book value, and trade-in
allowancefor any assetsthat were traded in must be reported.

2. Unreported Receiptsand Disbursements

Money collected and disbursed by Sue Zalewski for theannual Old Timer's Picnic
was not reported on the LM-3. Records show that Ms. Zalewski collected $512 from
membersto attend the picnic and that she used the money to pay for various picnic
expenses. Thereceiptd $512 by Ms. Zalewski on behaf o Loca 1306 should have
been reported in Item 43 (Other Receipts), and the corresponding disbursement
should have been reported in Item 54 (Other Disbursements). Theinstructionsfor
Statement B (Receiptsand Disbursements) d the LM-3 state that "' netting" is not
permitted. " Netting" isthe offsettingd recel ptsagainst disbursements and
reporting only the balance (net) as either areceipt or disbursements. In thiscase, the
“net” was zero.

3. Unreported Assets

Loca 1306 failed to report in I1tem 30 (Other Assets) the balance on hand at the
beginning and end d the reporting period for (1) Chamber & Commercegift
certificatesthat were purchased from thelocal bank and (2) gift cardsfrom the
StevensPoint Area Catholic Schools Gift Card Program that were purchased from
St. Bronidava Church.

The gift certificatelog maintained by RecordingSecretary Margaret Laskowski for
the Chamber & Commerce gift certificatesidentified a balance d $150in unused
certificateson hand asd January 1,2007, and a balance d $100 in unused certificates
on hand as d December 31,2007, with as much as $600 in cards purchased at a
singletime and on hand during theyear. Treasurer Worzallastated that although
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he did not maintain recordsfor the gift cards purchased from St. Bronidava Church,
there were approximately $60 d unused gift cards on hand at the start o the period
and noneat theend d the period.

The balance at the start and end d the reporting period d all "' other assets,"” such as
these gift cards and certificates, must be identified on the LM-3in Item 30 (Other
Assets).

. Certificatesd Deposit Reported As Investments

Loca 1306 improperly reported as areceipt and adisbursement in Items42 (Saled
Investments & Fixed Assets) and 52 (Purchased Investments and Fixed Assets) the
valued acertificated deposit totaling $10,000 that matured during 2007 and was
rolled over into another account. For LM reporting purposes, OLMSconsidersa
certificated deposit to be cash, regardlessd theterm d the certificate, itsvalue, or
its union purpose. The purchase or redemptiond acertificated deposit isa
transfer d cash from one account to another; therefore, these transactions should not
be reported as receiptsor disbursements.

. Gifts

Local 1306 failed to report in Item 51 (Contributions, Giftsand Grants) the value d
the Chamber & Commerce gift certificatesthat were purchased in 2007 for
retirement and bereavement purposes. The disbursements journal, aswell asthe
gift certificatelog, show that checkswereissued to M&I Bank for $500 worth o
certificatesin March 2007 (check Jlflf) and $600 worth d certificatesin September
2007 (check [JJlilf). However, zero was entered in Item 51 on Loca 1306's LM-3.
Thetotal d al disbursementsfor contributions, gifts, and grants made by your
organization must bereported in Item 51.

. Cash Baances

Locd 1306failed to report in Item 25A (Cashat the Start d the Period) the correct
total o itscashaccountsasd January 1,2007. The reported amount of $41,509
corresponds to the reconciliation paged thefinancial officer's ledger for January
2007, where the beginning balancesd all the cash accountsare individually
identified. Thecertificated deposit from Chase Bank isidentified in the ledger as
having a beginning balance d $5,262.29; however, the Chase Bank statement
identifiesthe beginning balance as $5,356.51. Therefore, Loca 1306’s actual cash
balance at the start d the period wasatotal d $41,603. Thisdifferencewas traced to
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an amount d interest earned on the certificate, which, according to Treasurer
Worzalla, was not recorded in the receiptsjourna at the actual timed receipt but
sometimelater when he received a bank statement. Asnoted above, recei pts must
be recorded when money isactually received, and in this case, neglectingto do so
resulted was an incorrect beginningd the year balance for this cash account.

Local 1306 must report the correct total d all its cash accounts at the start of the
period in Iltem 25A.

. Disbursementsto Officers

Thefollowingerrorsrefer to Item 24 (All Officersand Disbursementsto Officers):

Loca 1306 failed to report the names of several officers, and the total amounts
d payments to theseofficersor on their behalf. An"officer” isdefined as any
constitutional officer, any person authorized to perform executivefunctions d
alabor organization, and any member d its executive board. The USWV Bylaws
for Loca Unions, in ArticleV, Dutiesd Officers, identify the position d guard
as an officer, but Loca 1306’s two guards were not identified on the LM-3.

Loca 1306 failed to correctly report both gross salary and lost wagesto officers
in Column D (GrossSalary) and failed to correctly report other payments to
officersin Column E (Allowancesand Other Disbursements). For example, the
disbursements journal showsthat you were paid $3,786 in combined salary and
lost wages and $42 in reimbursed expenses, but $2,362 was reported in
Column D and $1,466 was reported in Column E. A second exampleis
Treasurer Worzalla, where the journal shows he was paid total salary and lost
wagesd $4,779 and reimbursed expenses (postage, office supplies, travel
expenses, etc.) d $1,237, but $3,809 was reported in Column D and $1,823was
reported in Column E. Inthecased Mr. Worzalla, the total payments which
should have been reported in Item 24 were $6,016, but atotal o only $5,632
was reported in Item 24.

The grosssalary paid to each officer (beforetax withholdings and other payroll
deductions), including paymentsfor lost wages and | ost time devoted to union
activities, should be reported in Column D, and disbursements to each officer
for reimbursed expensesshould be reported in Column E.

Thefollowingerror refersto Item 56 (Additional Information):

Locd 1306 failed to report thevalue d the gift cardsit distributed to the guards
ascompensation. Treasurer Worzallastated that, although he did not maintain



Mr. Kevin Lake
June?27,2008
Page8d 9

recordsto track the gift cards, he had approximately $60 in unused cards at the
beginning of 2007, he distributed those plus the ones he purchased in 2007 to
the guards, and had no cards|eft at theend d the year. The disbursement's
journal shows that three checkstotaling $275 were issued during 2007 to
purchase gift cards. Therefore, approximately $335in gift cards were
distributed to the guards during the year.

Direct and indirect disbursements to officersnot involving someform o cash
(currency, checks, money orders, etc.) are not to bereported in Item 24
(Disbursementsto Officers), but must be explained in Item 56 (Additional
Information). For any distribution d gift cardsto officersas compensation,
Loca 1306 must provide an explanation, and indicate the value, in Item 56.

Mogt direct disbursements to Loca 1306 officersand someindirect disbursements
made on behaf d the officers must be reported in Item 24. A "direct disbursement"
to an officer isa payment made to an officer in theform d cash, property, goods,
services, or other thingsd value. Seetheinstructionsfor Item 24 for adiscussiond
certain direct disbursements to officersthat do not have to be reported in Item 24.
An "indirect disbursement" to an officer isa payment to another party (includinga
credit card company) for cash, property, goods, services, or other thingsd value
received by or on behaf d an officer. However, indirect disbursements for
temporary lodging (such as a union check issued to a hotel) or for transportation by
apublic carrier (suchasan airline) for an officer traveling on union businessshould
be reported in Item 48 (Officeand Administrative Expense).

| am not requiring that Loca 1306 file an amended LM-3report for 2007 to correct the
deficient items, but Loca 1306 has agreed to properly report the deficient itemson all
future reportsit fileswith OLMS.

Other Issues
Expense Policy

| was unableto find any written policy regarding the typesd expensesofficersor
members may claimfor reimbursement after they are approved to attend a conference
or travel on union business. Financia Secretary Treasurer Worzallastated that the
financial secretary treasurer can spend any amount d money he needsto " keep things
running smoothly." The 2007 records showed that individualswho were approved for
businesstravel clamed and were paid their actual expenses. OLMSstrongly
recommendsthat Local 1306 establish written guidelines that identify the circumstances
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and typesand amounts d expensesthat can be clamed for rembursementif oneis
approved to travel on union business. A written expense policy is an effective internal
control that can help to safeguard union assets.

| want to extend my personal appreciationto Locd 1306 for the cooperation and
courtesy extended during thiscomplianceaudit. | strongly recommend that you make
sure thisletter and the compliance assistance materials provided to Mr. Worzallaare

passed on to future officers. If we can provideany additional assstance, please do not
hesitate to call.

Sincerdly,

Investigator

cc. T. Worzala, Treasurer
M. Laskowski, Recording Secretary



