U.S. Department of Labor Employment Standards Administration
Office of Labor-Management Standards
Washington District Office
800 North Capitol Street NW
Room 120
Washington, DC 20002-4244
(202)513-7300 Fax: (202)513-7301

December 23,2008

Mr. Todd Loveless, Treasurer

American Federationd Government Employees
Locd 2419

9000 Rockville Pike

Building 31, Room B4 W05

Bethesda, MD 20892

LM Fle Number 502-116
Case Number:

Dear Mr. Lovdess:

This office has recently completed an audit & American Federation d Government
Employees (AFGE) Locd 2419 under the Compliance Audit Program (CAP) to
determineyour organization's compliance with the provisonsd the Labor-
Management Reporting and Disclosure Aat d 1959 (LMRDA). Asdiscussed during the
exit interview with you on September 30,2008, the following problemswere disclosed
during the CAP. The matterslisted below are not an exhaustivelist d al possible
problem areassince the audit conducted waslimited in scope.

Recordkeeping Violations

Titlell d the LMRDA establishescertain reporting and recordkeeping requirements.
Section 206 d the LMRDA and Title29d the Coded Federal Regulations(C.F.R.)
Section 403.7 require, among other things, that labor organizationsmaintain adequate
recordsfor at least five yearsafter reportsarefiled by which theinformationon the
reports can be verified, explained and clarified. Pursuant to 29 C.F.R. Section 458.3, this
recordkeeping provisiond the LMRDA appliesto labor organizationssubject to the
requirementsd the Civil Service Reform Act d 1978 (CSRA)aswell. Therefore, asa
general rule, labor organizationmust retain all records used or received in the course d
union business.

For disbursements, thisincludesnot only original bills, invoices, receipts, vouchers, and
applicableresol utions, but aso documentationshowing the nature d the union
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busi ness requiring the disbursement, the goods or servicesreceived, and the identity o
the recipient(s) of the goods or services. In most instances, this documentation
requirement can be satisfied with a sufficiently descriptiveexpense receipt or invoice. If
an expense recei pt is not sufficiently descriptive, a union officer or employee should
writea note on it providing the additional information. For money it receives, the labor
organization must keep at least one record showing the date, amount, purpose, and
sourced that money. The labor organization must also retain bank recordsfor all
accounts.

Theaudit d Locd 2419's 2006 records revealed thefollowing recordkeeping violations:

1.

General Reimbursed, Debit Card, and Per Diem Expenses

Locda 2419 did not retain adequate documentation for debit card expenses,
reimbursed expenses and per diem received by union officers. For example, union
officers received a per diemfor mealsand other expensesfor local travel.
However, there was nothing in the union's recordsto indicate where the officers
traveled and the reasonfor thetravel.

As previoudy noted above, labor organizations must retain original receipts, bills,
and vouchersfor all disbursements, aswell asrecordsto indicatethe nature d the
union business requiring the disbursement. 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.

Med Expenses

Loca 2419 did not require officers to submit itemized receiptsfor meal expenses.
The union must maintain itemized receipts provided by restaurants to officers.
Theseitemized receiptsare necessary to determine if such disbursementsarefor
union business purposes and to sufficiently fulfill the recordkeeping requirement
d LMRDA Section 206.

Inaddition, Loca 2419 records of meal expensesdid not alwaysinclude written
explanationsd union businessconducted or the namesand titlesof the persons
incurring the restaurant charges. Union recordsd meal expenses must include
written explanationsd the union business conducted and the full namesand titles
d al personswho incurred the restaurant charges. Also, the records retained



Mr. Todd Loveless
December 23,2008
Page3 d 6

must identify the namesd the restaurants where the officers or employees
incurred medl expenses.

3. Failure to Maintain Records

Loca 2419 failed to maintain dues check-off reports, deposit dips, recordsrelated
to purchasesd cdl phonesand cell phone plans, receiptsfor purchasesfor the
union's holiday party, records regarding a payment to an arbitrator, and records
for other union expenses. In addition, the Loca 2419 Executive Board approved
expenses viaemail and the union did not maintain the emails. All union receipt
and disbursement records must be maintai ned.

Based on your assurance that Locd 2419 will retain adequate documentationin the
future, OLMSwill take nofurther enforcement action at thistime regarding the above
violations.

Reporting Violations

Pursuant to 29 C.F.R., Section 458.3, the reporting requirement under 29 C.F.R. Section
403.2 (seeSection 201(b) o the L abor-Management Reporting and Disclosure Act
(LMRDA))is made applicableto labor organizationssubject to the requirementsd the
CSRA. This provisionrequireslabor organizationsto file annual financia reports that
accurately disclosetheir financial condition and operations. The audit disclosed a
violationd thisrequirement. The Labor Organization Annua Report Form LM-3filed
by Locd 2419 for fiscd year ending December 31,2006, was deficient in the following
areas.

1. Dues Receiptsincorrectly Reported

Locd 2419 did not report in Item 38 (Dues)d the LM-3report all d the dues
received during theaudit period. The audit revealed that Locad 2419 received
$42,292in dues during the audit year. However, Loca 2419 only reported $40,695
inltem 38 d the LM-3report for fisca year ending December 31,2006. All dues
received during thefisca year must be reported in Item 38.

2. Disbursementsto Officers

Locd 2419 made three payments to Shop Steward Dorothy Martin totaling $423
for union business. However, Locd 2419 reported in Item 24 (All Officersand
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Disbursementsto Officers) on the LM-3 report that Martin received $620 during
theaudit period. The LM-3report must accurately reflectall paymentsthat were
made to officersduring the audit year.

The union must report most direct disbursementsto Local 2419 officersand some
indirect disbursementsmade on behdf of itsofficersin Item 24. A "direct
disbursement" to an officer isa payment made to an officerin theform o cash,
property, goods, services, or other thingsd value. Seetheinstructionsfor Item 24
for adiscussiond certain direct disbursementsto officersthat do not haveto 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 behdf d an officer. However,
indirect disbursementsfor temporary lodging (such asa union check issued to a
hotel) or for transportation by a public carrier (suchasan airline) for an officer
traveling on union businessshould be reported in Item 48 (Officeand
Administrative Expense).

3. Failureto Fle Bylaws

Pursuant to 29 C.F.R. Section 458.3, the requirement under 20 C.F.R. Section 4024
implementing LMRDA Section 201 (a) is made applicableto labor organizations
subject to the requirementsd the CSRA. Thisprovision requires|abor
organizationstofile copiesd any revised constitutionand bylawvswhen it filesits
annual financial report. Theaudit disclosed aviolationd thisrequirement. Loca
2419 amended its constitutionand bylawsin1999, but did not file the required
copieswithitsLM report for that year. Locd 2419 hasnow filed acopy d its
constitutionand bylaws.

Locd 2419 must file an amended form LM-3for fisca year ending December 31,2006 to
correct the deficient items discussed above. Locd 2419 has already filed thisamended
report.

Other Violations

1. Loansto Officers

AFGE Locd 2419 made aloan of $2,088 to then Locd 2419 President Richard
Laubachin January 2006. Section503 prohibitsloansfrom alabor organizationto
an officer or employeein excessof $2,000. Theloan to then President Laubach was
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thereforeillegal. Locd 2419 should not make any loansto officers or employees
that exceed $2,000 in thefuture. Inaddition, if aloanis made, OLMSstrongly
suggeststhat aloan agreement be signed and proper approval be obtained.

Other Issues
. Expense Policy

As| discussed during the exit interview with you, the audit revealed that Loca
2419 does not have aclear palicy regarding the typesd expenses personnel may
clamfor reimbursement and the types o expensesthat may be charged to union
credit cards. OLMSrecommendsthat unions adopt written guidelinesconcerning
such matters.

. Signatureson Checks

The AFGE Constitution requiresall loca union checksto be signed by the
treasurer and president. The audit revealed that several union checksonly
contained one signature. The two signature requirement isan effectiveinternal
control d unionfunds. Itspurposeisto attest to the autheticity d acompleted
document already signed. | strongly recommend that Loca 2419 make sure that
all future checkscontain two signatures.

. Deposits

The audit revealed that some dues checkswere not deposited into the union's
bank account until several monthsafter they werereceived. OLMSstrongly
recommendsthat all deposits be made as soon as possibleafter the receipt o
money as thisisan effectiveinternal control d union funds.

. Approval for Disbursements Over $500

The AFGE Locd Union Uniform Bylaws require membership approval for union
disbursementsd over $500 that are not included in the budget. Since Locd 2419
did not have abudget, al disbursementsover $500 should have been approved by
the membership. During the audit period, the union made severa disbursements
d more than $500 that were not approved by the membership. OLMSstrongly
recommendsthat Locd 2419 follow the Bylaws and obtain approval for dl
disbursementsover $500.
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| want to extend my personal appreciation to American Federation d Government
Employees (AFGE) Loca 2419for the cooperation and courtesy extended during this
compliance audit. | strongly recommend that you make sure thisletter and the
compliance assistance materials provided to you are passed on to future officers. If
we can provide any additional assistance, please do not hesitate to call.

Sincerely,

Investigator



