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Dear Mr. Fox:

This office has recently completed an audit d LongshoremensLocd 861 under the
Compliance Audit Program (CAP) to determine your organization's compliancewith
the provisonsd the Labor-M anagement Reporting and Disclosure Act d 1959
(LMRDA). Asdiscussed during the exit interview with you, Treasurer Robert
Connoally, and Business Agent Jack Humeniuk on August 19,2008, thefollowing
problems were disclosed during the CAP. The matterslisted below are not an
exhaustivelist d al possible problem areas since the audit conducted was limited in
scope.

The CAP disclosed recordkeeping viol ations, reporting violations, other violations, and
other issues.

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
asall account balances, can be verified, explained, and clarified. Asageneral rule, labor
organizationsmust maintain al recordsused or received in the coursed union
business.
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For disbursements, thisincludesnot only original bills, invoices, recei pts, vouchers, and
applicableresolutions, but also documentation showing the nature d the union
businessrequiring the disbursement, the goodsor servicesreceived, and the identity o
the recipient(s) of the goodsor services. In most instances, this documentation
requirement can be satisfied with asufficiently descriptiveexpensereceipt or invoice. If
an expensereceipt is not sufficiently descriptive, a union officer or employee should
writeanote on it providing the additional information. For money it receives, the labor
organizationmust keep at least one record showing the date, amount, purpose, and
sourced that money. Thelabor organization must also retain bank recordsfor al
accounts.

Theaudit d Loca 861’s 2007 records reveal ed the foll owing recordkeeping violations:
1. Genera Rembursed Expenses

Loca 861 did not retain adequate documentationfor reimbursed expenses
incurred by Loca President Michael Fox and Loca Business Agent Jack Humeniuk
totaling at least $2,700. For example, convention expensesincluding meals,
laundry, car rental, gasoline expenses, airline tickets, and busticketsdid not have
adequate documentationretained.

As previously noted above, labor organizationsmust retain original receipts, hills,
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 maintai ning union records.

2 Med Expenses

Locd 861 did not require officersto submit itemized receiptsfor med expenses
totaling at least $900. The union must maintain itemized receipts provided by
restaurants to officersand employees. Theseitemized receiptsare necessary to
determineif such disbursementsarefor union business purposesand to
sufficiently fulfill the recordkeeping requirement & LMRDA Section 206.

Loca 861 recordsd med expensesdid not alwaysincludewritten explanations d
union businessconducted or the namesand titlesd the personsincurring the
restaurant charges. For example, meal expensesincurred by Locd President
Michael Fox and Locd Business Agent Jack Humeniuk whilein attendanceat the
I nternational L ongshoremens A ssociation Convention and while on other officid
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union business did not include written explanations. Union recordsd meal
expenses must include written explanationsd the union business conducted and
thefull namesand titlesd all personswho incurred the restaurant charges. Also,

the recordsretained must identify the namesd the restaurants where the officers
or employeesincurred meal expenses.

3. Information not Recorded in Meeting Minutes

Section7(e) d Loca 861's bylawsrequiresthat thelocal treasurer '*shall make no
disbursementsthere of except in compliancewith resolutionsduly made and
passed by the membershipat meetingsd the Society o by the Executive
Committee." However, the minutesd theloca and Executive Committee
meetings during the audit period were lacking authorization for at least $2,500in
local disbursements. These disbursementsincluded contributionsand giftsgiven
by thelocal to charity and political organizationsand reimbursementsto Locd
Business Agent Jack Humeniuk for expensesincurred while conducting officia
union business. Minutesd all membership or executive board meetingsmust
report any disbursement authorizations made at those meetings.

Based on your assurancethat Locd 861 will retain adequate documentation in the

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

Reportinp Violations

Theaudit disclosed aviolationd LMRDA Section 201(b), which requires|abor
organizationsto fileannual financia reportsaccurately disclosing their financial
conditionand operations. The Labor Organization Annual Report (FormLM-3) filed by
Loca 861 for fiscal year ending December 31,2007, was deficient in thefollowing areas:

1. Disbursementsto Officers

Loca 861 did not include any salary or reimbursement paymentsto officersin the
amountsreported Item 24 (All Officersand Disbursements to Officers). Loca 861
should have reported at least $95,788 in salary and reimbursement paymentsto
officersin Item 24.
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Also, Locd 861 did not report the names and the total amountsd payments to or
onthe behalf d theloca's chairman o board d trustees and seven executive
committeemembersin Item 24 (All Officersand Disbursementsto Officers).
According to Section3d Locd 861's bylaws, theloca's officersinclude: president,
vice president, businessagent, treasurer, secretary, chairman o board d trustees,
and seven executive committeemembers. The union must report in Item 24 al
persons who held officeduring the year, regardlessd whether they received any
paymentsfrom the union.

The union must report most direct disbursements to Locd 861 officersand some
indirect disbursements made on behaf o itsofficersin ltem 24. A "direct
disbursement” to an officer is a payment made to an officer in theform d cash,
property, goods, services, or other things d value. Seetheinstructionsfor Iltem 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 (suchasaunion check issued to a
hotel) or for transportation by a public carrier (suchasan airline) for an officer
traveling on union business should bereported in Item 48 (Officeand
Administrative Expense).

Cash Reconciliation

It appears that the cashfiguresreported in Item 25 are not the cashfigures
accordingto the union's booksafter reconciliationto the bank statements. The
instructionsfor Item 25 state that the union should obtain account balancesfrom
its books as reconciled to the balancesshown on bank statements.

Failure to Report Receiptsand Disbursements

Loca 861 did not report at least $127,123in loca receiptsand $133,697 in local
disbursementsin Statement B o thelocal's LM-3filed for thefiscal year ending
December 31,2007. The Statement B instructionsstate that receiptsmust be
recorded when money is actually received by thelabor organization and
disbursements must be recorded when money isactually paid out by the labor
organization.
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4. Failureto Properly Categorize Disbursements

Loca 861 did not correctly categorizeat least $8,852 in per capitatax paymentsin
Item 47 (Per Capita Tax). It appears as though the local erroneously reported these
disbursementsin Item 48 (Officeand Administrative Expense). Theinstructions
for Item 47 state the total amount d per capitatax paid asacondition or
requirement d affiliationwith a parent national or international union, state and
local central body, a conference, joint or system board, joint council, federation, or
other labor organization must be entered in Iltem 47.

5.  Fallureto Report Trustsor Funds

Locd 861 did not includeinformationregarding its Health and Welfare Benefit
Trustin ltem11 (Trustsor Funds). Theinstructionsfor Item 11 state that the union
must includein Item 56 the name, address, and purpose d each trust or fund.

6. Failureto FHle Bylaws

Theaudit disclosed aviolationd LMRDA Section 201(a), which requiresthat a
union submit acopy d itsrevised constitution and bylawswith itsLM report
when it makes changesto itsconstitution or bylaws. Loca 861 amended its
constitutionand bylawsin1989, but did not filea copy with itsLM report for that
year.

Loca 861 has now filed acopy d itsconstitutionand bylaws.

Loca 861 must filean amended Form LM-3for fisca year ending December 31,2007, to
correct the deficient itemsdiscussed above. | provided you with ablank form and
instructions, and advised you that the reporting forms and instructionsare availableon
the OLMSwebsite (www.olms.dol.gov). The amended Form LM-3should be submitted
to this office at the above address as soon as possible, but not later than Auguat 29,
2008. Beforefiling, review the report thoroughly to be sureit iscomplete, accurate, and
signed properly with original signatures.
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Other Violations

Theaudit disclosed thefollowing other violation:
I nadequate Bonding

Theaudit revealed aviolationd LMRDA Section 502 (Bonding), which requires
that union officersand employeesbe bonded for no lessthan 10 percent o the
total funds thoseindividuals or their predecessorshandled during the preceding
fiscd year.

Theaudit revealed that Locd 861’s officersand employeeswere not bonded for
the minimum amount required at thetime d the audit. However, the union
obtained adequate bonding coverageand provided evidenced thisto OLMS

. during theaudit. Asaresult, OLMSwill take no further enforcement action
regarding thisissue.

Other Issues
External Audit

Accordingto Article XIll, Section 9 d the ILA Constitution, "'the booksand
accountsd thelocal union shall beaudited at least annually by a certified public
accountant appointed by the Executive Board d thelocd." Locd 861iscurrently
not having its books and accountsaudited by acertified public account. OLMS
recommendsLoca 861 remain in compliance with Article XlIl, Section9 o thelLA
Constitution.
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| want to extend my personal appreciation to LongshoremensLocd 861for the
cooperation and courtesy extended during thiscompliance 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 hesitateto call.

Sincerdly,
Mark Letizi
District Director

cc. Treasurer Robert Connolly
Business Agent Jack Humeniuk



