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Dear Mr. Taylor:

This office has recently completed an audit o Branch 481 under the Compliance Audit
Program (CAP) to determine your organization's compliance with the provisions o the
L abor-Management Reporting and Disclosure Act o 1959 (LMRDA). Asdiscussed
during the exit interview with you, Treasurer Alan Y oak, and Vice President Tom
Houghton on May 29,2008, thefollowing problems were disclosed during the CAP.
The matterslisted below are not an exhaustivelist o all possible problem areassince
the audit conducted was limited i n scope.

Recordkeeping Violations

Titlell o 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
organizationsmust maintain all 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
business requiring 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 descriptive expense receipt or invoice. If
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an expense receipt is not sufficiently descriptive, a union officer 07 employee should
writeanote onit providing theadditional information. For money it receives, the labor
organization must keep at least one record showing; the date, amount, purpose, and
sourceof that money. Thelabor organization must also retain bank recordsfor all

accounts.

Theaudit d Branch481's 2007 recordsreveal ed the following recordkeeping violations:
1. Genera Disbursements

Branch 481 did not retain adequate documentation for a number o its
disbursements.

As previoudly noted above, labor organizationsmust retain original receipts,
bills, 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. Time Spent (Paid Union Business)

Branch 481 did not retain adequate documentation for time spent paymentsto its
officersand employees. The union must maintain recordsin support d time
spent claimsthat identify each date union business occurred, the number d hours
worked on each date, the applicablerate d pay, and adescriptiond the union
business conducted. In many instances, it was unclear the union businessthat was
being conducted on the dates that time spent was claimed.

Duringthe exit interview, | provided asampled an expensevoucher Branch 481
may use to satisfy thisrequirement. The sampleidentifiesthetyped information
and documentation that the local must maintainfor time spent and other officer
expenses.

The proper maintenanced union recordsisthe personal responsibility d the
individualswho are required tofile Branch 481’s LM report. You should be aware that
under the provisonsd Section 209(a) o the LMRDA and Section 3571 d Titlel8 d the
U.S Code, willful failureto maintain recordscan resultinafined up to $100,000 or
Imprisonment for not more than oneyear, or both. Under the provisionsof Section
209(c) d the LMRDA and Section3571 d Title18 d the U.S.Code, willful destruction or
falsificationd recordscan resultin afined up to $100,000 or imprisonment for not
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more than one vear or both, The ?Dnzli"u:g ¥rnvid£d in Section 20%c) and Soction 3571
more than one year, or »otn, enaihies nrovid, o 21}

of Title18apply to ally personwho caused theviolations, not just the individualswho
areresponsibleforfiling the union's LM report.

Reporting Violations

The audit disclosed aviolationof LMRDA Section 201(b), which requireslabor
organizationsto file annual financial reports accurately disclosing their financial
conditionand operations. The Labor Organization Annual Report (FormLM-3) filed by
Branch 481 for fiscal year ending January 11,2008, was deficientin thefollowing areas:

1. Lossd Property

Item 15 (During the reporting period did your organization discover alossor
shortage d fundsor other property?) should have been answered, "Yes'™
because Branch 481 reported to the insurance company that their air conditioner
unit wasstolenon April 7,2007. The union was subsequently reimbursed
$1,713.00 for their loss. In Item 56 (Additional I nformation) the union must
provide adescriptiond the property that waslost, how it waslost, and any
recovery that was made.

2. Disbursementsto Officers

Branch 481 did not include some reimbursementsto officerstotaling at | east
$1,595.00 in the amounts reported Item 24 (All Officersand Disbursementsto
Officers). It appears the union erroneously reported these paymentsin Item 48
(Office& AdministrativeExpense).

The union must report most direct disbursements to Branch 481 officersand
someindirect disbursements made on behdf o itsofficersin ltem24. A "direct
disbursement” to an officer is a payment made to an officer intheform d cash,
property, goods, services, or other thingsd value. See theinstructionsfor Item
24 for adiscussond certaindirect disbursementsto officers that do not have to
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 things o valuereceived by or on behaf d 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
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traveling on union business should be reported in Item 48 (Office and

Rtates T

Administrative Expense).

| am not requiring that Branch 481 filean amended LM report for fiscal year
ending January 11,2008 to correct the deficient items, but Branch 481 has agreed
to properly report the deficientitems on dl future reportsit fileswith OLMS.

Other I ssues

Signing Blank Checks

During theaudit, Treasurer Y oak advised that he signs blank checks. The two signature
requirement isan effective internal control d union funds. Its purposeisto attest to the
authenticity d acompleted document already signed. However, signing a blank check
in advance does not attest to the authenticity d a completed check, and negates the
purpose d the two signature requirement. OLMS recommends that Branch 481 review
these procedures to improve internal control o union funds.

| want to extend my personal appreciation to Branch481for the cooperation and
courtesy extended during thiscomplianceaudit. | strongly recommend that you make
surethisletter and the complianceassi stancematerials provided to you are passed on
tofuture officers. If we can provide any additional assistance, pleasedo not hesitateto
call.

Sincerdly,

Investigator



