U.S. Department of Labor Employment Standards Administration
Office of Labor-Management Standards
Nashville District Office
233 Cumberland Bend Drive
Room 110
Nashville, TN 37228
(615)736-5906 Fax: (615)736-7148

October 7,2008

Mr. William Doneski, Treasurer
Letter Carriers, Natl. Asn., AFL-CIO
Branch 419

10820 Kingston Pike

Suitel17

Knoxville, TN 37933

LM File Number 084-101

Case Number: |||I|GB

Dear Mr. Doneski:

This office has recently completed an audit d Letter Carriers, Branch 419 under the
Compliance Audit Program (CAP) to determine your organization's compliancewith
the provisionsd the Labor-Management Reporting and Disclosure Act d 1959
(LMRDA). Asdiscussed during the exit interview with you on May 23,2008, the
following problemswere disclosed during the CAP. The matters listed below are not
an exhaustivelist o al possible problem areas since the audit conducted waslimited in
scope.

Recordkeeping Violations

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
as all account balances, can beverified, 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 also documentation showing the nature d the union
businessrequiring the disbursement, the goods or servicesreceived, and the identity of
the recipient(s) d the goods or services. In most instances, this documentation
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requirement can be satisfied with a sufficiently descriptive expense receipt or invoice. If
an expenserecel pt is not sufficiently descriptive, a union officer or employee should
writeanote on it providing the additional information. For money it receives, thelabor
organizationmust 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 Branch419’s 2007 records reveal ed thefoll owing recordkeepingviolations:

1.

Med Expenses

Branch 419 did not require officersand employeesto submit itemized recei ptsfor
meal expensestotaling at least $109.02. The union must maintainitemized receipts
provided by restaurantsto officersand employees. Theseitemized receiptsare
necessary to determineif such disbursementsare for union business purposesand
to sufficientlyfulfill the recordkeepingrequirement & LMRDA Section 206.

Branch 419's recordsd mea expensesdid not alwaysinclude written explanations
d union businessconducted or the namesand titlesd the personsincurring the
restaurant charges. For example, on May 20,2007 and June5,2007 the union
incurred expensesd $195.67 and $109.02for meals at the Golden Corral and
Aubrey's. Neither the recel ptsnor any accompanying documentationincluded the
reasonfor the mealsand alist d attendees. Union recordsd meal expenses must
includewritten explanationsd the union businessconducted and thefull names
and titlesd dl personswho incurred the restaurant charges. Also, the records
retained must identify the namesd the restaurants where the officersor
employeesincurred meal expenses.

Failure to Record Receipts

Branch 419 did not record in itsrecei ptsrecordssome employer dues checkoff
checkstotaling at least $198.00. For example, retired member made
approximately seven paymentsd $28.22 during thefiscal year. Oneacoupled
occasionsadeposit ticket included a notation next to the $28.22 amount that it was
a payment from | il Union receiptsrecordsmust include an adequate
identificationd al money the union receives. The recordsshould show the date
and amount received, and the sourced the money.
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3. Fixed Assats

Branch 419 did not maintainalist d their fixed assets. The union must report the
valued any union assetsat the beginning and end o each year in Item 29 (Fixed
Assets) d the LM-3. The union must retain an asset list or similar record o
property on hand to verify, clarify, and explain theinformationthat must be
reported in [tem 29.

Based on your assurancethat Branch 419 will retain adequate documentationin the
future, OLMSwiill take no further enforcementaction at thistime regarding the above
violations.

Reporting Violations

The audit disclosed aviolationd LMRDA Section 201(b), which requires|abor
organizationsto fileannual financial reports accurately disclosingtheir financial
conditionand operations. The Labor Organization Annua Report (Form LM-3)filed by
Branch 419 for fiscal year ending December 31, 2007, wasdeficient in thefollowing
areas.

1. Disbursementsto Officers

Branch 419 did not include some reimbursementsto officerstotaling at least
$355, in the amounts reported in Item 24 (All Officersand Disbursementsto
Officers).Specifically, the union reported that Recording Secretary Adam
Martinez received $935in allowances and disbursementshowever the audit
revealed that Martinez received $1790 in allowancesand disbursements. It
appears the union erroneously reported these paymentsin Item 48 (Officeand
Administrative Expenses).

The union must report most direct disbursementsto Branch 419 officersand
some indirect disbursementsmade on behdf o itsofficersin Item 24. A "direct
disbursement” to an officer is a payment made to an officer in theform d cash,
property, goods, services, or other thingsd value. Seethe instructionsfor ltem
24 for adiscussiond certain direct disbursementsto officersthat do not haveto
be reported in Item 24. An "indirect disbursement” to an officer isa payment to
another party (includingacredit card company) for cash, property, goods,
services, or other thingsd value received by or on behdf d an officer. However,
indirect disbursementsfor temporary lodging (suchasa union check issuedto a
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hotel) or for transportation by a public carrier (suchasan airline) for an officer
traveling on union businessshould be reported in I1tem 48 (Officeand
Administrative Expense).

2. Fixed Assets

Branch 419 did not accurately record in Iltem 29 (Fixed Assets) thevalued their
assets. On the LM-3for fiscal year ending December 31,2007 Branch 419 reported
a beginning and ending fixed asset amount d $50,000. During the audit Branch
419 created alist d their assetswhich totaled $5138. The LM-3instructionsfor
Item 29 require that the union enter the book value at the start and end of the
reporting period d all fixed assets, such asland, buildings, automobiles, and
office furniture and equipment owned by your organization. The book value o
fixed assetsis cost |ess depreciation.

Branch 419 must file an amended Form LM-3for fiscal year ending December 31, 2007,
to correct the deficient itemsdiscussed above. | provided you with a blank form and
instructions, and advised you that the reporting formsand instructionsare availableon
the OLMSwebsite (www.olms.dol.gov). Theamended Form LM-3 should be submitted
to this office at the above address as soon as possible, but not later than November 7,
2008. Beforefiling, review the report thoroughly to be sureit iscomplete, accurate, and
signed properly with original signatures.

Other Violations

The audit disclosed thefollowing other violation:
Inadequate Bonding

Theaudit revealed a violation d LMRDA Section 502 (Bonding), which requires that
union officers and employees be bonded for no lessthan 10 percent d thetotal funds
thoseindividuals or their predecessors handled during the precedingfisca year. The
bond may not have a deductibleasthat isaform d sdf insuranceand is not alowed
under the LMRDA.

Theaudit revealed that Branch 419’s officersand employeeswere bonded for the
minimum amount required at thetimed the audit ($14,081). However, the bond
included a deductible. During the audit the union obtai ned adequate bonding coverage
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and provided evidenced thisto OLMS. Asaresult, OLMSwill take no further
enforcement action regarding thisissue.

| want to extend my personal appreciation to Letter Carriers, Branch419for the
cooperation and courtesy extended during this complianceaudit. | strongly
recommend that you make sure thisletter and the compliance assistance materias
provided to you are passed on to future officers. If we can provide any additional
assistance, please do not hesitate to call.

Sincerely,
I nvestigator

cc. Tom Gavin, President



