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Dear Mr. Carfagno:

This office has recently completed an audit & MusiciansLocd 78 under the Compliance
Audit Program (CAP) to determine your organization's compliancewith the provisions
d the Labor-Management Reporting and Disclosure Act d 1959 (LMRDA). As
discussed during the exit interview with you on August 13, 2008, the following
problemswere disclosed during the CAP. The matterslisted below are not an
exhaustivelist d al possible problemareas since the audit conducted waslimited in
scope.

Recordkeeping Violations

Titlell d the LMRDA establishescertain reporting and recordkeepi ng requirements.
Section 206 requires, among other things, that |abor organi zations maintain adequate
recordsfor at least five years by which each receipt and disbursement d funds, aswell
asall account balances, can be verified, explained, and clarified. Asagenerd rule, labor
organizationsmust maintain all recordsused or received in the coursed union
business.

For disbursements, thisincludesnot only origina bills, invoices, receipts, vouchers, and
applicable resol utions, but al so documentati on showing the nature d the union

busi ness requiring the disbursement, the goods or servicesreceived, and theidentity o
therecipient(s) d the goodsor services. In most instances, this documentation
requirement can be satisfied with asufficiently descriptiveexpensereceipt or invoice. If
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an expense receipt is not sufficiently descriptive, a union officer or employeeshould
write anoteon it providing the additional information. For money it receives, thelabor
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.

Theaudit o Locd 78's 2007 records reveal ed the following recordkeeping violations:

1.

General Reimbursed and Credit Card Expenses

Loca 78 did not retain adequate documentation for reimbursed expenses and
credit card expensesincurred by union officers totaling at | east $3,055.61. For
example, reimbursement was made to union officersfor travel expensesto attend
the 2007 American Federation d MusiciansConventionfor which original receipts
or invoiceswere not retained. Also, documentation was not retained for the
purchased acomputer and computer equipment made with the union's credit
card.

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

Failureto Record Receipts

Locd 78 did not record initsrecei pts recordsincomereceived from the sale o
union hats, jacketsand other itemstotaling at least $122. Union receiptsrecords
must include an adequate identification d al money the union receives. The
recordsshould show the date and amount received, and the sourced the money.

Based on your assurancethat Loca 78 will retain adequate documentation in thefuture,
OLMSwill take no further enforcement action at thistimeregarding the above
violations.
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Reporting Violations

The audit disclosed aviolation d LMRDA Section 201(b), which requires|abor
organizationsto fileannual financial reports accurately disclosingtheir financial
condition and operations. The Labor Organization Annual Report Form LM-3filed by
Locd 78for fiscal year ending December 31,2007 was deficient in the following areas:

1

Disbursementsto Officers

Locd 78 did not include some reimbursements to officerstotaling at least $3,183.58
in the amountsreported Item 24 (All Officersand Disbursementsto Officers). It
appears the union erroneously reported these paymentsin Item 48 (Officeand
Administrative Expense).

The union must report most direct disbursementsto Loca 78 officersand some
indirect disbursements made on behaf o 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 Item 24
for adiscussiond certain direct disbursements to officersthat do not haveto be
reported in Item 24. An"indirect disbursement” to an officer isa payment to
another party (including acredit card company) for cash, property, goods,
services, or other thingsd value received by or on behaf o 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).

Fixed Assets

Locd 78 did not include the purchase d acomputer and computer equipment
totaling at least $1,915.48 in the amounts reported in Item 52 (Purchase d
Investmentsand Fixed Assets) . It appears the union erroneously reported these
amounts with the amounts reported in Item 48 (Officeand Administrative
Expense). Additionally, thefixed assetsshould beincluded in Item 29 (Fixed
Assets). The LM-3instructions require that theloca report the total book value o
al fixed assetsat theend d thereporting period, such asland, buildings,
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automobiles, and officefurniture and equipment owned by your organizationin
ColumnB d Item 29.

3. Failureto File Bylaws

Theaudit disclosed aviolation d LMRDA Section 201(a), which requiresthat a
union submit acopy d itsrevised constitutionand bylawswith itsLM report
when it makeschangesto itsconstitutionor bylaws. Locd 78 amended its
constitutionand bylawsin 2007, but did not filea copy with itsLM report for that
year. Loca 78 has now filed acopy d itsconstitutionand bylaws.

| am not requiring that Loca 78filean amended LM report for 2007 to correct the
deficient items, but Loca 78 has agreed to properly report the deficientitemson dll
futurereportsit fileswith OLMS,

Other Issues
1. Signing Blank Checks

During the audit, you advised me that President Philip MacArthur and Treasurer
JonGarland sometimessign blank checks. Y our union's bylaws requirethat all
checksbe signed by two officers. The two signature requirement is an effective
internal control d unionfunds. Its purposeisto attest to the authenticity d a
completed document already signed. However, signing a blank check in advance
doesnot attest to the authenticity d a completed check, and negatesthe purpose d
the two signature requirement. OLMS recommendsthat Loca 78 review these
proceduresto improveinterna control d unionfunds.

2.  Inventoryd Fixed Assets

Asdiscussed with you during the audit, it isrecommended that Locd 78 maintain
aninventory list d itsassetsincluding each item, itslocation, serial number,
purchase date, and cost. An inventory list will help you identify, account for, and
determinethetotal valued your union's fixed assets.
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| want to extend my personal appreciation to MusiciansLocd 78for the cooperation
and courtesy extended during thiscomplianceaudit. | strongly recommend that you
make surethisletter and the compliance assistance materialsprovided to you are
passed on to future officers. If we can provide any additional assistance, please do not
hesitateto call.

Sincerdly,

Investigator

cc. Philip MacArthur, President
JonGarland, Treasurer




