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Case Number: NN

Dear Mr. Ragazini:

This office has recently completed an audit d the International Associationd Fire
Fighters AFL-CIO Loca Union 264 under the Compliance Audit Program (CAP)to
determine your organization's compliance with the provisionsd the Labor-
Management Reporting and Disclosure Act d 1959 (LMRDA). Asdiscussed during the
exit interview with Treasurer Scott Chicoine, thefollowing problemswere disclosed
during the CAP. The matterslisted below are not an exhaustivelist d all possible
problem areas since the audit conducted waslimited in scope.

RecordkeepingViolations

TitlelI of the LMRDA establishes certain reporting and recordkeeping requirements.
Section 206 d the LMRDA and Title 2 d the Coded Federal Regulations (C.F.R.)
Section 403.7 require, among other things, that labor organizations maintain adequate
recordsfor at leastfive yearsafter reportsarefiled 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 |abor organizationssubject to the
requirements d the Civil Service Reform Act d 1978 (CSRA) aswell. Therefore, asa
general rule, labor organization must retain al recordsused or received in the coursed
union business.

For disbursements, thisincludesnot only original bills, invoices, receipts, vouchers, and
applicable resolutions, but al so documentation showing the nature d the union
business requiring the disbursement, the goods or servicesreceived, and the identity o
therecipient(s) d the goods or services. In most instances, this documentation
reguirement can be satisfied with a sufficiently descriptive expense receipt or invoice. If
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an expensereceipt is not sufficiently descriptive, a union officer or employee should
writeanoteonit 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. Thelabor organization must also retain bank recordsfor all
accounts.

Theaudit d Locd 264’s 2007 records reveal ed thefollowing recordkeeping violations:
1. General Expenses

Locd 264 did not retain adequate documentation for general expensestotaling at
least $2,737.44. For example, the union failed to maintain appropriate
documentation regarding paymentsfor coffeeand creamer totaling $1,596.87
during thefisca year ending 08/31/2007.

As previously noted above, |abor organizations must retain original receipts, bills,
and vouchersfor all 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.

2. Recordd Receipts

Local 264 did not maintain sufficient records to substantiate the sourced at |least
$7,123.00in receipts. Union recei ptsrecords must include an adequate
identificationd all money the union receives. The records should show the date
and amount received, and the sourced the money. Local 264 failed to indicate the
source and dated money received from several sourcesincluding, but not limited
to clothing sales, vending machine sales, repayment d loans granted, and direct
dues paymentsfrom members. For example, ateller deposit d $934.00 made on
06/21/2007 has no supporting documentation regarding the sourced the money
and the date that the money was received.

3. Med Expenses

Loca 264 did not require officers and membersto submit itemized receiptsfor
meal expensestotaling at least $218.74. The union must maintain itemized
receiptsprovided by restaurantsto officersand employees. These itemized
receiptsare necessary to determine if such disbursementsarefor union business
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purposes and to sufficiently fulfill the recordkeeping requirement & LMRDA
Section 206.

Locda 264's recordsd meal expensesdid not alwaysinclude written explanations
d union businessconducted or the namesand titlesd the personsincurring the
restaurant charges. For example, a$76.71 mea expensewaslisted in the union's
general ledger on11/09/2006 and appeared as acharge on the union's debit card
in the bank statement. Unionrecordsd meal expenses must include written
explanationsd the union businessconducted and thefull namesand titlesd all
personswho incurred the restaurant charges. Also, the records retained must
identify the namesd the restaurantswhere the officersor employeesincurred
meal expenses.

Based on your assurance that Loca 264 will retain adequate documentation in the
future, OLMSwill 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) o the Labor-Management Reporting and Disclosure Act
(LMRDA))is made applicableto labor organizations subject to the requirements d the
CSRA. Thisprovisionrequireslabor organizationsto fileannual financia reports that
accurately disclosetheir financial condition and operations. The audit disclosed a
violationd thisrequirement. The Labor Organization Annual Report Form LM-4filed
by Local 264 for fiscal year ending August 31,2007, was deficient in thefollowing areas:

1. Tota Receiptd Tota DisbursementsReported

It appearsthat the cash figures reported by the unionin Item 16 (Total Receipts)
and Item 17 (Total Disbursements) are not the cash figuresaccording to the union's
records. Thetotal receiptsfigure, as determined by thetotal d all receiptsrecorded
in the union ledger reconciled with the union's bank statements, is$17,487.20. The
total disbursementsfigure, as determined by thetotal d all expenditures recorded
in the union ledger, is $17,386.80.

It appears that thisdiscrepancy in receiptsresultsfrom the union's failure to account
for incomefromloans received, vending machine sales, clothing sales, and direct
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dues payments. It appearsthe discrepancy in disbursements resultsfrom the
union's failure to account for expenditures such as, loans made, itemsd clothing
purchased for resale, and paymentsfor coffee.

Asaresult d Local 264 having greater than $10,000 in total annual receiptsan LM-3
report must befiled. Please note that instructionsfor Form LM-3indicatethat the
purpose d statement B (Recelptsand Disbursements)isto report theflow o cashin
and out d your labor organization during the reporting period. Under statement B,
recei ptsmust be recorded when money isactually received by thelabor

organi zation and disbursements must be recorded when money isactually paid out
by the labor organization.

. Assets

Loca 264 did not include the total valued petty cash, clothing items, and other
property on hand at conclusiond the audit year under item 14. The union must
report thevalue d any union property (petty cash, bank accounts, equipment,
clothingitems) on hand at theend d each year inltem14 d the LM-4. The union
must retain an inventory or similar record d property on hand to verify, clarify, and
explain the information that must be reported in Item14.

. Disbursementsto Officers

Loca 264 did not report some reimbursementsto officerstotaling at least $389.07in
theamounts reported in [tem 18 (LM-4, total paymentsto officers). It appears that
these disbursements were primarily for meal expenses.

The union must report most direct disbursements to Loca 264 officersand some
indirect disbursements made on behdf d itsofficersin ltem 24 (LM-3). 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
foradiscussiond certain direct disbursementsto officersthat do not have to be
reported in Iltem 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 temporary lodging (suchasa 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).
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Locd 264 must filean amended Form LM-3for fisca year ending August 31,2007, to
correct the deficient items discussed 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). The amended Form LM-3 should be submitted
to thisofficeat the above address as soon as possible, but not later than May 30,2007.
Beforefiling, review the report thoroughly to be sureit iscomplete, accurate, and
signed properly with original signatures.

Other Issues
1. Duplicate Receipts

Membersd Loca 264 pay duesdirectly totheunion. Mr. Chicoineand Mr.

Ragazini record dues paymentsin the union's receiptsjournal, but they do not issue
recei ptsto dues payers. OLMSrecommendsthat Loca 264 use a duplicate receipt
system where the union issuesoriginal pre-numbered receiptsto all memberswho
make paymentsdirectly to the union and retainscopiesd thosereceipts. A
duplicate receipt system isan effectiveinternal control becauseit ensuresthat a
record iscreated d incomewhichisnot otherwise easily verifiable. If morethan one
duplicate receipt book isin use, the union should maintain alog to identify each
book, the seriesd receipt numbers in each book, and to whom each book is
assigned.

2. Failureto Follow Constitution and By-laws (Authorization d Expenditures)

Locd 264's Constitution and By-Lawsindicate that the president, together with the
treasurer shall sign al ordersand checkslawfully and properly drawn. Inthe
coursed the CAPit wasreveaed that Treasurer Chicoineisthe sole signatory to the
union's checks.

Locd 264's Constitution and By-Lawsal so indicate that funds d $100.00 or less can
be spent by a magjority voted the executive board and that any expenditure not
covered specifically by the by-lawswill be voted on by the membership. Inthe
coursed the CAP, it was revealed that several expenditures over $100.00were
transacted |acking documented approval by the membershipin the meeting
minutes. For example, the $1,530.00 payment made on 07/23/07 to Ed LyonsFire
Equipment for Boots has no approval by the membership as documented in the
union's meeting minutes.
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3. Thereareseveral areas that will need specific attention as the union filesan
amended form LM-3. Please be sure to address each d thefollowing issues.

Officer expense breakdown by individual, item 24

Disposal o property, clothing loss, gifts, item 13 and item 56
Loansto officersand members, item 18 and item 56

Vaued assets, fixed, other

4. Asdiscussed during the exit interview, Loca 264 isaware d the terminal report
filing requirements in the event that the union ceasesto exist or convertsto an
organization that is no longer subject to the requirements d the Civil Service Reform
Act d 1978 (CSRA).

| want to extend my personal appreciation to for the cooperation and courtesy extended
during thiscomplianceaudit. | strongly recommend that you make sure thisletter and
the complianceassi stance materials provided to you are passed on to future officers. If
we can provide any additional assistance, pleasedo not hesitateto call.

Sincerdly,

Mark Letizi,
District Director

cc. Scott Chicoine, Treasurer



