Employment Standards Administration
U.S. Department d Labor Office of Labor-Management Standards

Minneapolis Resident Investigator Office
900 Second Avenue South, Suite 450
Minneapolis, MN 55402

(6121370-3111 Fax: (6121370-3107

May 21, 2008
Mr. Jeffrey Jchnson, President IM File Number: 0334321
Electrical WorkersIBEW AFL-CIO Loca 1250 Case Number: ||| IEEGEGzEG

9221/2 East St. Patrick Street
Rapid City, SD 57701-3973

Dear Mr. Johnson:

This officehas recently completed an audit d IBEW Loca 1250 under the Compliance
Audit Program (CAP)to determine your organization's compliance with the provisions
d the Labor-Management Reportingand Disclosure Act d 1959 (LMRDA). As
discussed during the exit interview with BusinessM anager Randy Stainbrook and
Office Manager CeciliaGaston on April 30,2008, thefollowing problemswere disclosed
during the CAP. The matterslisted below are not an exhaustivelist o al possible
problem areas since the audit conducted was limited in scope.

Recordkeeping Violations

Titlell d the LMRDA establishes certain reporting and recordkeeping requirements.
Section 206 requires, among other things, that labor 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. Asageneral rule, labor
organizations must maintain al records used or received in the coursed union
business.

For disbursements, thisincludesnot only original bills, invoices, receipts, vouchers, and
applicableresolutions, but also documentation showing the nature d the union
businessrequiring the disbursement, the goods or servicesreceived, and the identity d
therecipient(s) d the goods or services. In most instances, this documentation
reguirement can be satisfied with a sufficiently descriptiveexpensereceipt or invoice. If
an expensereceli pt 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 |east one record showing the date, amount, purpose, and
sourced that money. Thelabor organization must also retain bank recordsfor all
accounts.
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Theaudit d Locd 1250's2007 records reveal ed the following recordkeeping violations:

1.

General Reimbursed and Credit Card Expenses

Locd 1250 did not retain adequate documentationfor reimbursed expenses and
credit card expensesincurred by BusnessManager Randy Stainbrook and Office
Manager Cecilia Gaston totaling at least $3,364.90. For example, Local 1250 had no
receipt or other supporting documentationfor a hotel expenseincurred by Mr.
Stainbrook at Hyatt Hotelsin Atlanta, Georgia on October 18,2007 for $857.90.

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 maintainingunion records.

Dispositiond Property

Locd 1250 did not maintain an inventory d hats, t-shirts, and other property it
purchased, sold, or gaveaway. A review d Locd 1250's disbursement records
showed that the union spent at least $4,538 on t-shirtsduring the audit period.
Office Manager CeciliaGaston confirmed that the uniondid havet-shirtson hand
at theend d theaudit period. The union must report the valued any union
property on hand at the beginningand end d each year in [tem 30 (Other Assets)
d the LM-3. The union must retain an inventory or similar record d property on
hand to verify, clarify, and explain theinformation that must be reported in Item
30.

Lack d Salary Authorization

Locd 1250 did not maintain records to verify that the salary paymentsto Ms.
Gaston reported in Item 46 (Disbursementsto Employees) were the authorized
amount and thereforewere correctly reported. Business Manager Randy
Stainbrook explained that he sets Ms Gaston'’s salary each year and that heinforms
the Executive Board d the annual changesto her salary. Theaudit revealed that
Ms. Gaston’s authorized salary was not recorded in meeting minutes or any other
records. Loca 1250 must keep a record, such as meeting minutes, to show the
current salary authorized by the entity or individual with the authority to establish
salaries.
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Based on your assurancethat Loca 1250 will retain adequate documentationin the
future, OLMS will take no further enforcement actionat this time regarding the above
violations.

Reporting; Violations

“The audit disclosed aviolationd LMRDA Section 201{b), which requireslabor
organizationsto fileannual financial reports accurately disclosing their financial
condition and operations. The Labor Organization Annua Report (Form LM-3) filed by
Locd 1250 for fisca year ending December 31,2007, was deficient in thefollowing
aress.

1.

Item 11 - Trustsor Funds

Item 11 (Createor participatein theadministrationd aTrust or other fund or
organi zation, as defined in the instructions, which providesbenefitsfor members
or their beneficiaries?)should have been answered"Yes" instead d ""No."

During the audit, BusinessM anager Randy Stainbrook explained that heisa
trusteefor several trusts that provide benefits to members, includinga Healthand
Wedfarefund, a Pension/ Annuity fund, and a Joint Apprenticeship Training fund.

The LM-3instructionsrequirethat you answer Item11"Yes' if your labor
organizationcreated or participated in the administrationd a'trust inwhicha
labor organizationisinterested"” whichisdefined in section 3(I) d the

LMRDA as"atrust or other fund or organization (1)which was created or
established by alabor organization, or oneor mored the trusteesor one or

more membersd the governing body d which is selected or appointed by alabor
organization, and (2) a primary purpose d whichisto provide benefitsfor

the membersd such labor organizationor their beneficiaries.”

The LM instructionsrequirethat if a union created or participated in atrust as
defined insection 3(I) d the LMRDA that Item11 be answered"yes" and the
name, address, and purpose d each trust be reported in Item 56 (Additional
Information).
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Item 12 - Politica Action Committee Funds

Item 12 (Havea political action committee (PAC) fund?) should have been
answered"Yes' instead d "No" becausethe audit revealed that Loca 1250 had a
PAC fundduring 2007. Business Manager Randy Stainbrook informed me that the
local filesrequired reportswith the state d South Dakotafor its PAC fund but that
the funds are commingled with Loca 1250's general fund.

The LM-3instructionsrequirethat Locd 1250 providethe named any
government agenciesthat the PAC fund filesreports with and the PAC fund file
number.

I[tem 13- Acquire/Dispose d Assats

Item 13 (Duringthereporting period did your organizationacquireor disposed
any asset s inany manner other than by purchaseor sale?) should have been
answered, "Yes," becausethe union gave away variousitemsduring theyear. The
typeand valued any property received or given away must be reported in Item 56
(Additional information) d the LM report alongwith theidentity d the
recipient(s) or donor(s) d such property. The union doesnot have to itemizeevery
recipient d such giveawaysby name. The union can describe the recipientsby
broad categoriesif appropriate such as' members’ or “new retirees." In addition,
the union must report the cost, book vaue, and trade-in allowancefor assetsthat it
traded in.

Item 17 - Employee paid more than $10,000

Item 17 was incorrectly ansvered "No,"* and should have been answered"Yes™
because Office Manager CeciliaGaston received more than $10,000 in salary
payments. Theinstructionsfor Item17 requirethat thisitem beeanswered"'yes" if
any employeed your organizationreceived more than $10,0000 in grosssalaries,
alowances, and other direct and indirect disbursementsduring the reporting
period. Asnoted inthe LM-3instructionsfor Item17, the name and positiond
any employeewho received $10,000 or morefrom your organization and any
affiliate must be noted in Item 56 (Additional Information).




Mr. Jeffrey Johnson
May 21,2008
Page5d 7

Item 20 - Fidelity Bond

Theamount reported in Item 20 (Fidelity Bond) isincorrect. Locd 1250 reported
in Item 20 that officersand employees were bonded for $7,500. However, the
audit revealed that during 2007, Locd 1250’s officersand employeeswere actually
bonded for $75,000.

Item 27 (U.S. Treasury Securities) and Item 52 (Purchased Investmentsand Fixed
Assets)

A review d union records showed that the union opened a $30,000investment
account with RBC Dain Rauscher in February 2007. Locd 1250'sfunds were
invested into bondsand other U.S. Treasury Securities. Locd 1250 must report the
purchased thisinvestment in Iltem 52 (Purchased Investmentsand Fixed Assets).
In addition, if the value reported in Item 27 isdifferent fromt he original cost, the
LM instructions requirethat the original cost must be reported in Item 56.

Item 29 - Fixed Assets

Office Manager Cecilia Gaston informed OLMLSthat the amount reported in Item
29 ($62,208) isthe valued the union's building. Locd 1250 did not includein the
amount reported in Item 29 thevalue d the union vehicleor other fixed assets,
such as computers, furniture, and other office equipment. The LM-3instructions
for Item 29 requirethat you report the book valued all fixed assets, such asland,
buildings, automobiles, and officefurniture and equipment at thestart and end d
the reporting period. In addition, the union must retain records to clarify how the
amount reported in Iltem 29 was cal cul ated.

Item 30 - Other Assats

Locd 1250 appears to have erroneoudly included the union vehiclein Item 30 o
the union's 2007 LM report. Thevehicle must beincluded in Item 29 as noted
above. Areview d Loca 1250’s receipt and disbursement records also reveal ed
that Loca 1250 sellst-shirts, hats, and variousother itemsto membersand appears
to have had asupply d thoseitemson hand at both the beginningand end d the
year. The LM-3instructionsfor Item 30 requirethat you report the book value o
those assetsat the start and end d the reporting period.
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9. ltem 24 - All Officersand Disbursementsto Officers

Locd 1250 did not includereimbursementsto officerstotaling at least $2,486.17 in
the amounts reported Item 24 (All Officersand Disbursementsto Officers). It
appears the union erroneously reported these paymentsin either I1tem 48 (Office
and AdministrativeExpense) or Item 54 (Other Disbursements).

The union must report most direct disbursements to Loca 1250 officersand some
Indirect di sbursements made on behalf of its officersinltem 24. A "direct
disbursement” to an officer isa payment made to an officer in theform of cash,
property, goods, services, or other thingsd value. Seetheinstructionsfor Item 24
for adiscussion d certaindirect disbursementsto officers that do not haveto be
reported in Item 24. An"indirect disbursement” to an officer isa payment to
another party (includinga credit card company) for cash, property, goods, services,
or other thingsd valuereceived by or on behdf o an officer. However, indirect
disbursementsfor temporary lodging (suchas a union check issued to a hotel) or
for transportation by a public carrier (suchasan airline) for an officer travelingon
union business should be reported in I1tem 48 (Officeand Administrative Expense).

In addition, the LM-3instructionsfor Item 24 require that theloca reportin
Column Ed Item 24 (Allowancesand Other Disbursements) the total maintenance
and operating costsd any automobileit owned or leased and assigned to an
officer, whether the use wasfor official businessor for the personal benefit d the
officer. Expensesfor the operation and maintenance d union automobilestotal ed
at least $1,700 for the audit period.

Locda 1250 must filean amended Form LM-3for fisca year ending December 31,2007,
to correct the deficient items discussed above. | have enclosed a blank LM-3form and
instructions. Inaddition, reporting formsand instructionsare available on the OLMS
website (www.olms.dol.gov). Theamended Form LM-3should be submitted to this
officeat the above address as soon as possible, but not later than June9,2008. Before
filing, review the report thoroughly to be sure it iscomplete, accurate, and signed
properly with original signatures.
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Other Issue

Internal Controls

ArticleVII Section1(g) d the IBEW Constitution requires that checks be signed by the
president and treasurer, and that disbursements only be made " on an order
countersigned by therecording secretary" and the president. The audit revealed that
inthecased Locd 1250, the president and the treasurer usually sign checks. However,
Loca 1250's recording secretary is not involved in authorizing disbursements. A
disbursements processthat involvesthree officersand an order or voucher system can
provide effectiveinternal controls. OLMS recommendsthat Loca 1250 follow the
above procedures.

| want to extend my personal appreciation to IBEW Loca 1250 for the cooperation and
courtesy extended during thiscomplianceaudit. | strongly recommend that you make
surethisletter and the compliance assistance materials provided to you are passed on
tofuture officers. If we can provide any additional assistance, pleasedo not hesitateto
cal.

Sincerely,

I nvestigator

cc. Treasurer Roderick Fuhrer
BusinessManager Randy Stainbrook




