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May 2, 2008

Mr. Arthur B. Tolentino, Financial Secretary-Treasurer
Sheet Metal Workers AFL-CIO LU 293

1405 North King Street, Room 401

Honolulu, HI 96817

LM File Number: 038-672

Case Number: _

Dear Mr. Tolentino:

This office has recently completed an audit & Sheet Metal Workers AFL-CIO LU 293
under the Compliance Audit Program (CAP)to determine your organization's
compliancewith the provisonsd the Labor-Management Reporting and Disclosure
Ad d 1959 (LMRDA). Asdiscussed during the exit interview with you, President
Michadl Afuso, and Office Manager Sandra Urata on April 9,2008, thefollowing
problemswere disclosed during the CAP. The matterslisted below are not an
exhaustivelist o all possible problem areas sincethe audit conducted waslimitedin
scope.

Recordkeeping Violations

Titlell d the LMRDA establishescertain reporting and recordkeeping requirements.
Section 206 requires, among other things, that labor organizationsmaintain adequate
recordsfor at least five years by which each receipt and disbursement d funds, as wdll
as all account balances, can be verified, explained and clarified. Asageneral rule, labor
organizationsmust maintain all recordsused or received in the coursed union
business.

For disbursements, thisincludesnot only origind hills, invoices, receipts, vouchers, and
applicable resolutions, but also documentation showing the nature d the union
businessrequiring the disbursement, the goods or servicesreceived, and the identity o
the recipient(s) d the goodsor services. In most instances, this documentation
requirement can be satisfied with a sufficiently descriptiveexpense receipt or invoice.

If an expense receipt is not sufficiently descriptive, a union officer or employeeshould
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 dl
accounts.

Theaudit d Locd 293s 2007 recordsrevealed thefollowingrecordkeeping violations:
1. Genera Reimbursed and Credit Card Expenses

Locd 293 did not retain adequate documentationfor credit card expensesincurred
by Financia Secretary-Treasurer Arthur Tolentino totaling at least $5,900. For
example, the itemized receipts provided by the restaurants were not maintained for
med expensesincurred on union business.

As previoudy noted above, labor organizationsmust retain original receipts, hills,
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. UnionOwned/ Leased Vehicles

The union did not maintain records necessary to verify the accuracy d the
information reported in Schedules11 (All Officersand Disbursementsto Officers)
and 12 (Disbursementsto Employees) o the LM-2.

Locd 293 incurred expensestotaling at least $8,300 for automobiles during 2007.
However, Locd 293 did not maintain records documenting busi nessversus personal
used theunion vehicles.

The LM-2instructionsinclude specificrulesfor thereporting d automobile
expenses. The union must report operating and maintenance costsfor each d its
owned or leased vehiclesin Schedules11 and 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
employees must maintain mileage logsthat show the date, number d milesdriven,
whether the trip was businessor personal, and, if business, the purpose d thetrip.

Based on your assurancethat Loca 293 will retain adequate documentationin the
future, OLMSwill take no further enforcement action at thistimeregarding the above
violations.
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Reporting Violations

Theaudit disclosed aviolation of LMRDA Section 201(b), which requireslabor
organizationsto fileannual financial reportsaccurately disclosing their financia
conditionsand operations. The Labor Organization Annual Report Form LM-2filed by
Locd 293for fiscal year ending June30, 2007, was deficient in thefollowing areas:

1. Disbursementsto Officers

Locd 293 did not report the namesd some officersand the total amounts d
paymentsto them or on their behdf in Schedule1l1 (All Officersand Disbursements
to Officers). The union must report in Schedule11 all personswho held office
during theyear, regardlessd whether they received any paymentsfrom the union.

The union must report in Column Fd Schedules11 and 12 (Disbursementsfor
Officid Business) direct disbursementsto officersand employeesfor reimbursement
d expensesthey incurred while conducting union business. In addition, the union
must report in Column Fd Schedules11 and 12 indirect disbursements made to
another party (suchasacredit card company) for businessexpenses union

personnel incur. However, the union must report in Schedules15 through 19
indirect disbursementsfor business expenses union personnel incur for
transportation by public carrier (suchasairline) 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 disbursementsto union
personnel for expenses not necessary for conducting union business.

2. Automobile Expenses

Locd 293 did not includein the amounts reported in Schedule11 (All Officersand
Disbursementsto Officers)and Schedulel2 (Disbursementsto Employees)
disbursementsfor the operation and maintenanced union automobiles totaling at
least $3300.

The LM-2instructions provide two methodsfor reporting automobile-related
expenses. The union must report in Schedules11 and 12 direct and indirect
disbursementsfor the operation and maintenanced union owned and leased
vehiclesand the operation and maintenanced vehiclesowned by union personnel
(includinggasoline, repairs, and insurance). The union may divide the expenses
and report them in Columns Fand G based on milesdriven for union business
(supported by mileagelogs) compared with milesdriven for personal use.
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Alternatively, rather than all ocating the expenses between ColumnsF and G, if 50
percent or more of an officer'sor an employee's use d avehiclewasfor officid
business, the union may report all d the expensesrelative to the vehicleassigned to
the officer or employeein Column F d Schedulel1 or 12 with an explanationin
Item 69 (Additional Information)that the officer or employee used the vehicle part
d thetimefor persona business. Similarly, if avehicleassigned to an officer or
employee was used lessthan 50 percent d thetimefor business, al d the expenses
relativeto that vehicle may be reported in Column G with an explanationin Item 69
that the officer or employee used the vehicle partly for officia business.

| am not requiring that Loca 293 filean amended LM report for 2007 to correct the
deficient items, but Local 293 has agreed to properly report the deficientitemson dl
future reportsit fileswith OLMS

Other Violaion

Theaudit disclosed thefollowingother violation:
I nadequate Bonding

Theaudit revealed aviolationd LMRDA Section 502 (Bonding),which requiresthat
union officers and employees be bonded for no less than 10 percent d the total funds
those individualsor their predecessorshandling during the precedingfiscal year.

Loca 293’s officersand employeesare currently bonded for $440,000, but they must be
bonded for at |east $500,000. Loca 293 should obtain bonding coveragefor its officers

. and employeesimmediately. Please provide proof d bonding coverageto thisofficeas
soon as possible, but not later than May 12, 2008.

Other Issues
1. Personal used Credit Cards

Theaudit revealed that Locd 293 permits officers and employeesto use union credit
cardsto pay for personal expenses. Although officersand employees promptly
repaid Loca 293 for the persona expenses charged, OLMS does not recommend
policiesthat allow personnel to make personal purchaseswith the union credit cards
becausethismay lead to misused union funds.
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2. Used Signature Stamp

During the audit, Financial Secretary-Treasurer Arthur Tolentino advised that itis
Loca 293's practicefor Financial Secretary-Treasurer Arthur Tolentino and/or
President Michael Afusoto sign all union checksand for either o these two officers
to occasionally stamp the signature d Financial Secretary-Treasurer Arthur
Tolentino and/or President Michael Afuso on union checks. Financial Secretary-
Treasurer Arthur Tolentino indicated that no one but the one officer signing the
check, which is himsdf or President Michael Afuso, reviews the checks beforethey
areissued. ArticleThirteen d theSheet Metal Workers International Constitution
requires that checks be signed by the president and treasurer. Thetwo signature
requirement isan effectiveinternal control o unionfunds. Its purposeisto attest to
the authenticity d a completed document already signed. However, theused a
signature stamp for the second signer does not attest to the authenticity o the
completed check, and negates the purpose d the two signature requirement. OLMS
recommends that Loca 293 review these procedures to improveinternal control o
union funds.

| want to extend my personal appreciation to Sheet Metal Workers AFL-CIOLU 293 for
the cooperation and courtesy extended during thiscomplianceaudit. | 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, pleasedo not hesitate to call.

Sincerely,

Investigator

cC: Mr. Michad T. Afuso, President




