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case Number: | I

Dear Ms. Starks:

This office has recently completed an audit & Government Employees AFGE Locda 1793
under the Compliance Audit Program (CAP) to determine your organization's
compliancewith the provisionsd the L abor-M anagement Reporting and Disclosure
Act d 1959 (LMRDA). Asdiscussed during the exit interview with Ronald Francisand
you on May 13,2008, thefollowing problemswere disclosed during the CAP. The
matterslisted below are not an exhaustivelist o all possible problem areas sincethe
audit conducted was limited in scope.

RecordkeepingViolations

Titlell d the LMRDA establishes certain reporting and recordkeeping requirements.
Section 206 d theLMRDA and Title 29 d the Code d Federal Regulations(C.F.R.)
Section 403.7 require, among other things, that |abor organizations maintain adequate
recordsfor at least five yearsafter reports arefiled by which theinformation on the
reports can be verified, explained and clarified. Pursuant to 29 C.F.R.Section458.3, this
recordkeeping provisiond the LMRDA appliesto labor organizationssubject to the
requirements d the Civil Service Reform Act d 1978 (CSRA) aswell. Therefore, asa
general rule, labor organization must retain al records used or received in the course d
union business.

For disbursements, thisincludes not only original bills, invoices, receipts, vouchers, and
applicableresolutions, but al so documentation showing the nature d the union
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businessrequiring the disbursement, the goods or servicesreceived, and the identity d
therecipient(s) d the goods or services. In most instances, this documentation
requirement can be satisfied with a sufficiently descriptive expense receipt or invoice. If
an expensereceipt is not sufficiently descriptive, a union officer or employeeshould
write a noteonit providing theadditional information. For money it receives, the labor
organization must keep at |east one record showing the date, amount, purpose, and
source of that money. The labor organization must also retain bank recordsfor all
accounts.

Theaudit d Loca 1793’s 2007 records reveal ed thefollowing recordkeeping violations:

1

Med Expenses

Loca 1793 did not require officersto submit itemized recei ptsfor meal expenses.
For exampl e, the union charged $635.77 to the Chart House Restaurant on
November 30,2007. Although the receipt was retained, the union purpose and
itemization was not noted on the receipt. You had advised me that thischargewas
for adinner with the National VA Council's contract negotiating team. The union
must maintain itemized receiptsprovided by restaurantsto officersand
employees. Theseitemized receiptsare necessary to determineif such
disbursements arefor union business purposes and to sufficiently fulfill the
recordkeeping requirement d LNIRDA Section 206.

Loca 1793 records of meal expenses did not always include written explanations
d union businessconducted or the namesand titlesd the personsincurring the
restaurant charges. Unionrecordsd meal expenses must includewritten
explanationsd the union business conducted and thefull namesand titlesd all
personswho incurred the restaurant charges. Also, the recordsretained must
identify thenamesd the restaurantswhere the officersor employeesincurred
meal expenses.

General Expenses

Locd 1793 did not initially retain adequate documentation for some union
expensesincurred by union officersduring thefiscal year ending December 31,
2007. During the coursed theaudit, Locd 1793 was able to obtain documentation
and prove a union purpose for each expensethat was not initially supported by
adequate backup documentation. For example, theloca did not maintain
documentation to support purchasesto Amtrak for union travel totaling
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approximately $339. During the audit, these purchaseswere verified without
discrepancies.

As previously noted above, labor organizations must retain original receipts, bills,
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.

Based on your assurance that Local 1793 will retain adequate documentation in the
future, OLMSwiill take no further 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) d the L abor-Management Reporting and Disclosure Act
(LMRDA))is made applicableto labor organizations subject to the requirements d the
CSRA. Thisprovisionrequireslabor organizationsto file annual financial reports that
accurately disclosetheir financial condition and operations. The audit disclosed a
violationd thisrequirement. The Labor Organization Annual Report (FormLM-3)
filed by Loca 1793for fiscal year ending December 31,2007, was deficient in that:

Disbursementsto Officers

Locd 1793 did not include some salary checksto officerstotaling at least $291in the
amountsreported in Item 24 Column D (GrossSalary). Locd 1793 did not include some
alowancesand other disbursementsto officerstotaling at least $9,598 in the amounts
reported Item 24 Column E (Allowancesand Other Disbursements). It appearsthe
union erroneously reported these paymentsin Item 48 (Officeand Administrative
Expense).

The union must report most direct disbursementsto Locd 1793 officersand some
indirect disbursements made on behdf d itsofficersin ltem 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 a
discussiond 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
(includingacredit card company) for cash, property, goods, services, or other thingsd
valuereceived by or on behaf d an officer. However, indirect disbursementsfor
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temporary lodging (such as a union check issued to a hotel) or for transportation by a
public carrier (such asan airline) for an officer traveling on union businessshould be
reported in Item 48 (Officeand Administrative Expense).

Loca 1793 must file an amended Form LM-3for fisca year ending December 31,2007,
to correct the deficientitemsdiscussed above. | provided you with a blank form and
instructions, and advised you that the reporting formsand instructionsare available on
the OLMSwebsite (www.olms.dol.gov). Theamended Form LM-3 should be submitted
to thisoffice at the above address as soon as possible, but not later than Junel3,2008.
Beforefiling, review thereport thoroughly to besureit iscomplete, accurate, and
signed properly with original signatures.

Other Violation

Theaudit disclosed thefollowing other violation:
Inadequate Bonding

Pursuant to 29 C.F.R.Section 458.35, officersand employeesd any labor organization
subject to the CSRA are required to be bonded in accordance with Section 502(a) o the
LMRDA. Thisprovisionrequiresthat union officersand employeesbe bonded for no
lessthan 10%d the total fundsthoseindividuals or their predecessorshandled during
the precedingfiscal year.

Officersand employeesd Loca 1793 are currently bonded for $17,500; however, they
must be bonded for at |east $28,568. Loca 1793 should obtain adequate bonding
coveragefor itsofficersand employeesimmediately. Please provide proof d bonding
coverageto thisofficeas soon as possible, but not later than Junel3,2008.

Other Issues

1. Union Book Balances

Loca 1793 did not maintain itsown union book balancesd financial transactions.
OLMSsuggeststhat Loca 1793 keep their own book balance, instead on solely
relying on bank statements, to efficiently keep track d thelocal's receiptsand
disbursements. A union book balance actsas an additional record to compareto
bank statements to account for possibleerrors.
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2. Duplicate Receipts

Some membersd Local 1793 pay dues or other feesand reimbursements directly
totheunion. Although Local 1793 issued receiptsto the mgjority & members
paying funds directly to the union, the loca was inconsistent with issuing receipts.
OLMSrecommendsthat Loca 1793 stay consistent when using a duplicate receipt
system where the union issues original pre-numbered receiptsto al memberswho
make payments directly to the union and retains copiesd thosereceipts. A
duplicate receipt system is an effectiveinternal control becauseit ensures that a
record iscreated d income whichis not otherwise easily verifiable. If more than
one duplicate receipt book isin use, the union should maintain alog to identify
each book, the seriesd receipt numbersin each book, and to whom each book is
assigned.

| want to extend my personal appreciation to Government Employees AFGE Local 1793
for the cooperation and 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 provide any additional
assistance, please do not hesitate to call.

Sincerdly,
I nvestigator

cc. Ronald Francis, Treasurer




