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

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

(612)370-3111 Fax:(612)370-3107

May 28,2008
Mr. Wayne Geist, President LM File Number: 530-818
Electrical Workers Locd 14 Case Number: ||| N

480 U.S. Highway 53
Fall Creek, WI 54742-9728

Dear Mr. Geist:

Thisoffice has recently completed an audit d Electrical Workers Locd 14 under the
Compliance Audit Program (CAP)to determine your organization's compliancewith
the provisionsd the L abor-Management Reporting and Disclosure Act o 1959
(LMRDA). Asdiscussed during the exit interview with BusinessManager Dean Licht,
Secretary Judy Smith, and Accountant Ryan Olson on April 25,2008, 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

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
organizations must maintain all records used or received in the coursed union
business.

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

1.

Union Owned/Leased Vehicles

The union did not maintain records necessary to verify the accuracy d the
information reported i nSchedule12 (Disbursements to Employees) of theLM-2.

Asan example, Locd 14 incurred expensestotaling at least $1,714 for the
automobiledriven by Bill Beder during 2007. However, Local 14 did not maintain
records documenting businessversus personal use d that vehicle,

The LM-2 instructionsinclude specific rulesfor the reporting o automobile
expenses. The union must report operating and maintenancecostsfor each d its
owned or leased vehiclesin Schedules1land 12 o the LM-2, allocated to the
officer or employeeto whom each vehicleisassigned.

For each trip they take using a union owned or leased vehicle, officersand
employeesmust maintain mileagelogsthat show the date, number d miles
driven, whether the trip was businessor personal, and, if business, the purpose o
thetrip.

Lack d Salary Authorization

Local 14 did not maintain recordsto verify that the salary for Assistant Business
Agent Thomas Bowe reported in Schedulel2 (Disbursementsto Employees) d the
LM-2 (approximately $5,000) was the authorized amount and therefore was
correctly reported. The union must keep a record, such as meeting minutes, to
show thecurrent salary authorized by the entity or individual inthe union with
the authority to establish salaries.

Inthecased Locd 14, Mr. Licht advised that salariesfor businessagents are set by
the BusinessM anager.

Based on your assurancethat Loca 14 will retain adequate documentation in thefuture,
OLMSwill take nofurther enforcement action at thistime regarding the above
violations.
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Reporting Violations

Theaudit disclosed aviolationd LMRDA Section 201(b), which requires|abor
organizationsto file annual financial reports accurately disclosingtheir financial
condition and operations. The Labor Organization Annual Report (LM-2)filed by Loca
14 for fiscal year ending June 30,2007, was deficient in the following areas:

1.

Item 15 - Dispositiond Assets

Item 15 (Dispositiond Assets) should have been answered, "Y es," because Loca 14
gave away cash and prizestotaling at least $1,000. Thetype and value d any
property received or given away must be reported in the additional information
sectiond the LM report along with theidentity o therecipient(s) or donor(s) of
such property. The union does not have to itemizeevery recipient d such
giveawaysby name. Recipientscan be described by broad categories, if
appropriate, such as' members" or "new retirees.”

Cash AccountsReported As Other Assets

Locd 14 improperly included $228,775 on deposit initsindustry advancement
fund, LMCC fund, vacation fund, and scholarship fundin the amount reported in
Item 28 (Other Assets). Asstated on page 22 d the LM-2 Instructions, fundson
deposit in checking accounts, savingsaccounts, and certificatesof deposit are
considered cash for LM reporting purposes.

The checking account balancesreported should be obtained from the booksas
reconciled with the balancesshown on the bank statement.

Cash

Locd 14 failed to properly report cash when completingitsLM-2. The audit
revealed that Loca 14 included d at least $10,000 o accrued interest earned on
certificatesd deposit that had not yet been credited to the union's account by the
bank in calculating the amount reported in Item 22 (Cash). Form LM-2 must be
prepared using the cash method d accounting. Under the cash method o
accounting, receiptsare recorded when money is actually received by your
organization and disbursements are recorded when the money is actually paid out
by your organization.
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Other Liabilities

Locd 14 reported fundstotaling at least $228,000 on deposit in itsindustry
advancement fund, the LMCC fund, vacationfund, and scholarshipfund in
Schedulel0 - Other Liabilities. The LM-2 instructionsfor SchedulelO state™ do
not report reservesfor special purposes (for example, "' Reservefor Building
Fund*) that are actually an allocation d certain assetsfor specific purposes rather
than aliahbility.” Thebaancesd thesefundsshould be reported in Item 25 (Cash)
unlessLocd 14 hasincurred liabilitiesto pay fundsfrom these accountsthat
should be reported as liabilities.

Signatures

Locd 14's LM-2 report was only signed by BusinessManager Dean Licht. Page 72
d theLM-2 Instructionsstate the completed Form LM-2 that isfiled with OLMS
must be signed by both the president and treasurer or corresponding principal
officersd thelabor organization.

Disbursementsto Officersand Employees

Locd 14 did not include payments to officersand employeestotaling at | east
$6,000 in Column F (Disbursementsfor Official Business) d Schedule11 (All
Officersand Disbursementsto Officers) and Schedule12 (Disbursementsto
Employees). It appears that the local erroneously reported these paymentsin
Schedules15 through19.

The union must report in Column F d Schedules11 and 12 (Disbursementsfor
Official Business) direct disbursements to officersand employeesfor
reimbursement d expensesthey incurred while conducting union business.

In addition, the union must report in Column F d Schedules11 and 12 indirect
disbursements made to another party (suchasacredit card company) for business
expensesunion personnel incur. However, the union must report in Schedules15
through 19 indirect disbursementsfor businessexpenses union personnel incur for
transportation by public carrier (suchasan airline) and for temporary lodging
expenses while traveling on union business. The union must report in Column G
(Other Disbursements) d Schedules11 and 12 any direct or indirect disbursements
to union personnel for expenses not necessary for conducting union business.
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Also, Business Manager Dean Licht’s name was erroneously listed on Schedule12
{Disbursements to Employees) instead of Schedule 11 {Disbursements to Officers).
As noted on page 20 d the LM-2 Instructions, al d thelabor organization's
officersand disbursements made to them should be reported on Schedule 11.

7. SdariesLigted as Allowances

ArticleVII, Section1 d Locd 14’s bylaws providesthat officersshall receive
salariesd between $10 and $50 per month. However, Locd 14 did not report
salariespaid to part time officersin Column D (GrossSalary Disbursements) d the
LM-2 report. Instead at least $3,000 in salarieswere reported in Column E
(Allowances). The LM-2 instructionsfor Schedule11 require that salariesand | ost
wages be reported in Column D. Column E should include allowances made by
direct and indirect disbursementsto each officer on adaily, weekly, monthly, or
other periodic basis but should not includeallowances paid based on mileage or
meal s (which must be reported in column For G).

8.  Withheld Taxes/Payroll Deductions

Line8 (LessDeductions) d Schedule11 (All Officersand Disbursementsto
Officers) and Schedule12 (Disbursementsto Employees) should includethe total
amount d withheld taxes, payroll deductions, and all other deductions. Locd 14
erroneously reported $0 deductions.

9. Failureto Itemize Disbursements

Locd 14 did not properly report some" mgor" transaction(s) totaling at |east
$18,000 in Schedules18. A"magjor" transactionincludesany individual transaction
d $5,000 or more or total transactionsto or fromany singleentity or individual
that aggregate to $5,000 or more during the reporting period and which the local
cannot properly report elsewherein Statement B. The audit found that $6,000 was
disbursed to H & H Electric, Inc. and listed on Schedule 18 as a non-itemized
transaction; however, the disbursement should have been itemized becauseit was
an individual disbursement d more than $5,000.

Loca 14 must filean amended Form LM-2for fiscal year ending June 30,2007, to
correct the deficient itemsdiscussed above. | explained to you thefiling procedures
and theavailability d filing software on the OLMSwebsite {(www.olms.dol.gov). The
amended Form LM-2 must be electronically filed assoon as possible, but not later than
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Junel3,2008. Beforefiling, review the report thoroughly to be sureit iscompleteand
accurate, and properly signed with electronic signatures.

Other Violation

Theaudit revealed aviolationd LMRDA Section 502 (Bonding), which requiresthat
union officersand employeesbe bonded for nolessthan 10 percent d the total funds
those individuals or their predecessors handled during the preceding fiscal year.

Locd 14's officersand employeesare currently bonded for $280,000, but they must be
bonded for at least $288,000. Locd 14 should obtain adequate bonding coveragefor its
officersand employeesimmediately. Please provide proof o bonding coverage to this
office as soon as possible, but no later than Junel3,2008.

| want to extend my personal appreciation to Electrical Workers Loca 14 for the
cooperationand courtesy extended during this complianceaudit. | strongly
recommend that you makesure thisletter and the compliance assistance materials
provided to you are passed on to future officers. If we can provide any additional
assistance, pleasedo not hesitateto call.

Sincerely,

Investigator

cc. Dean Licht, BusinessManager



