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Dear Mr. Hinton:

This office has recently completed an audit d Letter Carriers Branch 49 under the
Compliance Audit Program (CAP) to determineyour organization's compliancewith
the provisionsd the L abor-M anagement Reporting and Disclosure Ad o 1959
(LMRDA). Asdiscussed during the exit interview with Treasurer Mac Robinson and
you on Junel8,2008, 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.

Record Keeping; VViolations

TitleIl d the LMRDA establishescertain reporting and recordkeeping requirements.
Section 206 requires, among other things, that labor organizationsmaintain adequate
recordsfor at least five years by which each receipt and disbursement d funds, aswell
asall account balances, can be verified, explained, and clarified. Asageneral rule, labor
organizations must maintainall recordsused or received in the course d union
business.

For disbursements, thisincludes not only origina bills, invoices, receipts, vouchers, and
applicableresolutions, but al so documentati on showing the nature d the union
businessrequiring the disbursement, the goodsor servicesreceived, and theidentity d
the recipient(s) d the goods or services. In most instances, this documentation
requirement can be satisfied with asufficiently descriptive expensereceipt or invoice. If
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an expensereceipt is not sufficiently descriptive, a union officer or employeeshould
writea noteon it providing the additional information. For money it receives, the labor
organizationmust keep at |east one record showing the date, amount, purpose, and
sourced that money. Thelabor organizationmust also retain bank recordsfor al
accounts.

Theaudit d Branch 496’s 2006 recordsreveal ed the following recordkeeping violations:

1) General Reimbursed and Credit Card Expenses

2

3)

Branch 496 did not retain adequate documentationfor reimbursed expenses
incurred by amost dl union officersand for credit card expenses. Receipts must
be maintained for all expenses. Credit card billing statements do not qualify as
adequate documentation. Receipts, vouchers, and invoicesthat identify the
union purposefor the purchasemust aso be maintained.

As previously noted above, labor organizationsmust retain original receipts,
bills, and vouchersfor all disbursements. The president and treasurer d your
union, who are required to sign your union’'s LM report, are responsiblefor
properly maintai ning union records.

Med Expenses

Branch 496 recordsd meda expensesdid not alwaysinclude written explanations
d union business conducted or the namesand titlesd the personsincurring the
restaurant charges. Union recordsd med expensesmust include written
explanationsd the union businessconducted and the full namesand titlesd dl
personswho incurred the restaurant charges. Also, the recordsretained must
identify thenamesd the restaurants where the officersor employeesincurred
meda expenses.

Failure to Retain Records

Branch 496 failed to maintainrecordsfor some union receiptsand expenses. The
unionfailed to maintainafew dues check df reports, afew credit card
statements, and an invoicefor the purchased calendars. All union records must
be maintained.
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Labor organizationsmust retainall original documentationfor all receiptsand
disbursements. The president and treasurer (or corresponding principal officers)
of your union, who are required to sign your union's LM report, are responsible
for properly maintaining union records.

4) Failureto Record Receipts

Branch 496 did not record in its receipts recordsthe money received at
membership meetingsfrom the 50/50 raffles, or the names and amount d& money
collected from membersfor the purchased calendars. Union receiptsrecords
must include an adequate identification d all money the union receives. The
recordsshould show the date and amount received, and thesource d the money.

The union's recordsshould also indicatethe name d the member that won the
raffle.

5) VacationPolicy

Asafull time officer, the union president receives both annual leave and sck
leave. Duringthe course d the audit, OLMSdiscovered that Branch 496 has no
records regarding the date and number d hoursd leave used, or theleave
balances. As| discussed during the exit interview, the union must maintain
recordsin support d annual leave and sick leave earned and/or used that
identify each date annual or sck leave was used, the number d hours
used/earned and the remaining balances.

Based on your assurancethat Branch 496 will retain adequate documentationin the

future, OLMSwill take no further enforcement action at thistime regarding the above
violations.

Reporting Violations

Theaudit disclosed aviolation d LMRDA Section 201(b),which requireslabor
organizationstofileannual financia reports accurately disclosing their financial
conditionand operations. The Labor Organization Annual Report, Form LM-3, filed by
Branch 496 for fiscal year ending 12/31/2006, was deficientin the following areas:
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1) Disbursements to Officers

Branch 496 did not include some reimbursements to officersin the amounts
reported Item 24 (All Officersand Disbursementsto Officers). It appears that the
expensesfor the officerswere erroneoudy reported under the column* Gross
Sdary" on the LM-3report for the audit year instead of in the column

" Allowancesand Other Disbursements.”

The union must report most direct disbursementsto Branch 496 officersand
someindirect disbursementsmade on behdf d itsofficersin Iltem 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 ltem
2 for adiscussond certain direct disbursementsto officersthat do not have to
bereported in Item 24. An"indirect disbursement" to an officer isa payment to
another party (includingacredit card company) for cash, property, goods,
services, or other thingsd valuereceived by or on behdf d an officer. However,
indirect disbursementsfor temporary lodging (suchasa union check issued to a
hotel) or for transportation by a public carrier (suchas an airline) for an officer
traveling on union businessshould be reported in Item 48 (Officeand
Administrative Expense).

2) Fallureto Fle Bylaws

Theaudit disclosed aviolationd LMRDA Section 201(a), which requires that a
union submit acopy d itsrevised constitutionand bylawswith itsLM report
when it makeschangesto itsconstitutionor bylaws. Branch 496 amended its
constitutionand bylawsin 2006, but did not file acopy with itsLM report for
that year.

Asagreed, Branch49% will fileacopy d itsamended constitutionand bylaws
with OLMS as soon as possible, but not later than June30, 2008.

| am not requiring that Branch 496 file an amended LM report for 2006 to correct the
deficient items, but Branch 496 has agreed to properly report the deficientitemson al
future reportsit fileswith OLMS.

Other Violations

The audit disclosed thefollowing other violation:
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1) Inadequate Bonding

The audit revealed aviolationd LMRDA Section502 (Bonding), which requires
that union officersand employeesbe bonded for no lessthan 10 percentd the
total funds those individuals or their predecessorshandled during the preceding
fiscal year.

Branch 496’s Secretary-Treasurer and Financial Secretary are currently bonded
for $50,000. However, President Hinton is not on the Branch'sbond. All officers
who handle union funds must be bonded. Branch 496 should obtain adequate
bonding coveragefor dl its officersimmediately. Please provide proof o
bonding coverage to thisoffice as soon as possible, but not later than June 30,
2008.

Other Issues
1) Signatureson Checks

During the audit, the union advised that its policy isfor two signatures to be on
al union checks. Theaudit revealed that one check written by the union only
contained one signature. The countersignature requirement is an effective
internal control d unionfunds. | strongly recommend that Branch 496 make
sure that all future checks contain two signatures.

| want to extend my personal appreciation to Letter Carriers Branch 496 for the
cooperationand courtesy extended during thiscomplianceaudit. | strongly
recommend that you make sure thisletter and the compliance assistance materials
provided to you are passed on to future officers. If we can provideany additional
assistance, please do not hesitateto call.

Sincerely,

Investigator

cc. Mac Robinson, Treasurer




