U.S. Department of Labor Employment Standards Administration
Office of Labor-Management Standards
Detroit District Office
211 West Fort Street
Room 1313
Detroit, M 45226
(313)226-6200 Fax: (313)226-4391

May 13, 2008

Mr. Paul Roznowski, President
Letter Carriers, Natl Asn, AFL-CIO
Branch 3126

28806 John R. Rd.

Madison Heights, Ml 48071-2818

LM File Number: 081-994

Case Number: || NN

Dear Mr. Roznowski:

Thisoffice has recently completed an audit d Letter Carriers Branch 3126 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 you, Treasurer Tim Smith, Vice
President Bobbi Green, and Secretary Polly Opsahl on March 24,2008, thefollowing
problemswere disclosed during the CAP. The matterslisted below are not an
exhaustivelist d al possible problem areas sincethe audit conducted waslimited in
scope.

Recordkeeping Violations

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

For disbursements, thisincludesnot only original bills, invoices, receipts, vouchers, and
applicable resol utions, but al so documentation showing the nature d the union
businessrequiring the disbursement, the goods or servicesreceived, and theidentity o
the recipient(s) d the goods or services. In most instances, this documentation
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reguirement can be satisfied with a sufficiently descriptive expensereceipt or invoice. If
an expensereceiptis 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.

Theaudit d Branch 3126's 2007 records reveal ed the foll owing recordkeeping
violations:

1

Officer Wages and Benefits

Branch 3126 did not retain adequate documentation for wage payments to union
officerstotaling at least $45452.53. Theaudit found that Branch 3126 officersdid
not describethe union businessconducted on the time sheets used to determine
wages owed to each officer, and, in oneinstance, the recordsindicated that Vice
President Bobbi Green claimed two more hours than the total hoursworked.
Additionally, the branch compensatesofficersfor benefitslost due to taking leave
without pay to conduct union business. However, the branchfailed to maintain
documentation verifying leave without pay takenfor al such disbursements.

The union must maintain recordsin support & wage and benefit claimsthat
identify each date wageswere incurred or benefitswerelost, the number o hours
worked or lost on each date, the applicablerate o pay, and adescriptiond the
union business conducted.

Reimbursed Auto Expenses

Union officersand employeeswho received reimbursement for businessuse d
their personal vehiclesdid not retain adequate documentation to support
paymentsto them totaling at least $17,337.58 during 2007. The union must
maintain recordswhich identify the datesd travel, locationstravel ed to and from,
and number d milesdriven. Therecord must also show the business purpose o
each used a personal vehiclefor businesstravel by an officer or employeewho
was reimbursed for mileage expenses.
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Med Expenses

Branch 3126 did not require officersand employeesto submit itemized receiptsfor
meal expensestotaling at least $3,212.41. The union must maintain itemized
receipts provided by restaurants to officersand employees. Theseitemized

recei ptsare necessary to determine if such disbursements arefor union business
purposes and to sufficiently fulfill the recordkeeping requirement o LMRDA
Section 206.

Branch 3126 recordsd meal expensesdid not alwaysinclude written explanations
d union businessconducted or the namesand titlesd the personsincurring the
restaurant charges. For example, check was dated May 5,2007, and payable
to Alexander Viviano for expenses. Among the receipts submitted wasa
restaurant receipt for $119.25, but neither the namesand titlesd personsincurring
the charges nor the union business conducted were noted. Unionrecordsd meal
expensesmust include written explanations of the union businessconducted 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.

General Reimbursed and Credit Card Expenses

Branch 3126 did not retain adequate documentation for reimbursed expensesand
credit card expensesincurred by union officersand employeestotaling at |east
$5,648.83. For exampl e, the branch failed to maintain any receiptswhatsoever for
thefollowing reimbursed expensedisbursements:

Check No. | Check Date | Amount Payee
05/14/2007 $110.00
05/14/2007 $110.00
05/25/2007 $107.82
06/21/2007 $180.00
09/17/2007 $225.00
09/17/2007 $225.00

Additionally, the branchfailed to maintain itemized recei pts showing the goods or
servicesreceived, and theidentity o the recipient(s) d the goods or servicesfor
thefollowing disbursements: Check dated September 18, 2007 to James
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Ribicki for $800; and an American Expresscharge made at O'Mara’s Restaurant on
October 14, 2007 for $2,750.

As previously noted above, labor organizations must 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 maintaining union records.

Receipt Dates not Recorded

Entriesin Branch 3126's recei ptsjournal reflect the date the union deposited the
money, but not the date money was received. Union recel ptsrecords must show
thedate d receipt. Thedate d receiptisrequired to verify, explain, or clarify
amounts required to be reported in Statement B (Receiptsand Disbursements) o
the LM-3. The LM-3instructionsfor Statement B state that the labor organization
must record receiptswhen it actually receivesmoney and disbursements when it
actually paysout money. Failureto record the date money wasreceived could
result in the union reporting some receiptsfor adifferent year than when it
actually received them.

I naccurate Check Datesand Check Numbers

Branch 3126 recorded in itsledger inaccuratedates or check numbersfor checks
totaling $3,114.76. The branch's records must accurately reflect the proper check
dates and check numbers. Failureto record the proper datesd checkscould result
in the union reporting some disbursementsfor a different year than that in which
they were actually made.

V oided Checks, Canceled Checks, and Deposit Sips

Branch 3126 failed to maintain canceled checksfor disbursementstotaling
$5,811.43, some voided checks, and deposit slipsfor receipts totaling $9,189.71.
However, during the coursed theaudit, Branch 3126 obtained copiesd the
missing canceled checksfrom the bank. As noted above, the branch must maintain
al recordsused or received in the coursed union business, including voided and
cancel ed checks, and deposit dlips.
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Based on your assurance that Branch 3126 will retain adequate documentation in the
future, OLMS will take no further enforcement action at this timeregarding the above
violations.

Other Violation

The audit disclosed the following other violation:
I nadequate Bonding

Theaudit revealed aviolation d LMRDA Section502 (Bonding), which requires that
union officersand employees be bonded for no lessthan 10 percent d thetotal funds
thoseindividuals or their predecessorshandled during the preceding fisca year. While
Branch 3126 officerswere bonded for the proper amounts, the policy contained a$250
deductiblefor each covered position, which isunacceptableunder the LMRDA. As
Branch 3126 has had the deductible removed from the policy, OLMSwill takeno
further enforcement action regarding thisissue.

Other Issue
Credit Card Expense Policy

As| discussed during the exit interview with you, Mr. Smith, Ms. Green, and Ms.
Opsahl, theaudit revealed that Branch 3126 does not have a clear policy regarding the
types d expenses personnel may claimfor reimbursement and the typesd expenses
that may be charged to union credit cards. OLMSrecommendsthat unions adopt
written guidelinesconcerning such matters.

Additionally, the audit reveal ed that Branch 3126 permits officersto use union credit
cardsto pay for personal expenses. Although officers promptly repaid Branch 3126 for
the personal expensescharged, OLMS does not recommend policiesthat allow

personnel to make personal purchaseswith union credit cards because this may lead to
misused union funds.

| want to extend my personal appreciation to Letter Carriers Branch 3126 for the
cooperation and courtesy extended during thiscomplianceaudit. | strongly
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recommend that you make sure thisletter and the complianceass stance materials
provided to you are passed on to future officers. if we can provideany additional
assistance, please do not hesitateto cal.

Sincerdly,

Investigator

cc. Tim Smith, Treasurer



