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Dear Mr. Trout:

This office has recently completed an audit d SteelworkersLocd 2-513 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 and Financia Secretary
Kim Meggison on June 23,2008, thefollowing problemswere disclosed during the
CAP. The matters listed below are not an exhaustivelist d al possible problem areas
sincethe audit conducted was limited in scope.

Recordkeeping Violations

Titlell d the LMRDA establishescertain reporting and recordkeeping requirements.
Section 206 requires, among other things, that labor organi zations maintain adequate
recordsfor at least five years by which each receipt and disbursement d funds, as well
asall account balances, can be verified, explained, and clarified. Asagenera rule, |abor
organizations must maintain all recordsused 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
therecipient(s) df the goods or services. In most instances, this documentation
reguirement can be satisfied with a sufficiently descriptive expense receipt or invoice. If
an expenserecei pt is not sufficiently descriptive, a union officer or employeeshould
writea noteon it providing the additional information. For money it receives, the labor
organization must keep at least one record showing the date, amount, purpose, and
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source d that money. Theiabor organization must also retain bank recordsfor all
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Theaudit d Locd 2-513's 2007 recordsreveaed thefollowing recordkeeping violations:

1. LostWages
Local 2-513 d d not retain adequate documentation for lost wage reimbursement
payments to union officerstotaling $3,913.57. The union must maintain recordsin
support d lost wage claimsthat identify each date lost wages were incurred, the
number d hourslost on each date, the applicablerate of pay, and adescription o
the union businessconducted. The OLMSaudit found that Loca 2-513failed to
maintain al recordsrelating to thelost time payments. During the exit interview, |
provided asample d an expensevoucher that identifiesthetyped information
and documentation that the local must maintain for lost wagesand other officer
expenses.

Theaudit also disclosed that the union does not have aclear policy that identifies
the specific circumstancesunder which lost time may be authorized to be incurred.
Thelack d adetailed lost time policy and the union's failureto keep all recordsto
support thelost time payments prevented OLMSfrom verifying that the payments
that must beincluded in Item 18 (Paymentsto Officersand Employees) d Locd 2-
513’s Labor Organization Annual Report (Form LM-4) are the authorized amounts
and, therefore, will be correctly reported. The union must keep arecord, such as
meeting minutes, to show the current lost time policy authorized by the entity or
individual inthe union with theauthority to establish alost time policy.

2. Lack d Monthly Allowance Payment Authorization

Locd 2-513did not maintain recordsto verify that the monthly allowance
payments paid to you, Vice President Steve Wilson, and Kim Meggison during the
audit year were the correct authorized amounts. The International Union
Constitution, which you stated governsthe practicesand proceduresd Locd 2-
513, does not contain a provisionfor the president's, vice president's and financia
secretary's monthly allowances. During the audit, the union was unableto
provide documentation to support the allowances paid to these officers. The
union must keep a record, such as meeting minutes, to show the current wages
authorized by the entity or individual in the union with the authority to establish
wages.
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Grievance MeetingsPer Diem Payments

The collective bargaining agreement with Marsh Plating Company and Loca 2-513
provides a$30.00 per diem allowance to Loca 2-513 union officialsfor every other
grievance meeting attended. However, the internationai union constitution does
not contain a provision regarding per diem compensation to officersfor attending
grievance meetings.

Inaddition, Loca 2-513failed to keep adequate recordsidentifying the date, time
and purpose d grievance meetingsfor which you, Mr. Wilson, and Ms. Meggison
received per diem allowances. Consequently, the accuracy d the amountsthat
must be reported in Item 18 (Paymentsto Officersand Employees) d Loca 2-513's
LM-4 report cannot be verified. Therefore, Loca 2-513 must maintain a clear
written policy regarding per diem allowance payments and compl ete and
contemporaneous records to support al meeting attendance payments.

Reimbursed Officer Expenses

Locd 2-513did not retain adequate documentation for reimbursement d afiling
cabinet purchased by you totaling $179.90. As previously noted above, |abor
organizationsmust retain original receipts, bills, 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 responsible
for properly maintaining union records.

Failure to Record Receipts

Loca 2-513did not record in its rece pts recordsa payment received totaling
approximately $176.23that was included on a bank deposit ticket. Union receipts
records must include an adequate identificationd all money the union receives.
The recordsshould show the date and amount received, and the source d the
money.
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Receipts Not Accurately Recorded

Entriesin Locd 2-513's check ledger reflect the date the union deposited money in
the checking account, but not the date that the money was received by thelocd.
Union recei ptsrecords must show the date d receipt. The date o receiptis
required to verify, explain, or clarify amountsrequired to be reported in [tem 16 d
the LM-4 report. A labor organization must record receiptswhen it actually
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The audit disclosed several incons stenciesbetween thelocal's check ledger entries
reflecting the date when money was deposited and deposits reflected on the bank
statements. On five occasionsthe union failed to record the dates it received
money which waslater deposited to the union's checking account.

In order to accurately report receiptson the LM report, the union must maintain at
least one record documenting thedate, source, and amount d receipts. Failureto
record the date money was received could result in the union reporting some
receiptsfor adifferent year than when it actually received the monies. Inaddition,
the audit also disclosed mistakesin thelocal's check ledger balancesrecorded on
November 12,2006, and September 26,2007, due to erroneous mathematical
caculations. These errorsresulted in an understatement  at least $1,275.17 to the
union's book balance.

Failureto Maintain Financial Records

Loca 2-513failed to maintain checking account bank statements from October -
December 2006 and June 2007. Locd 2-513alsofailed to maintain bank deposit
dlipsfor deposits made into thelocal's checking account on Junel4,2007, in the
amount of $1,004.26, July 12,2007, in the amount o $578.44, and October 5,2007,
in theamount o $2,301.45.

Bereavement Benefit Payments

The audit disclosed bereavement paymentsissued to two Locd 2-513 members
duringtheaudit year. You and Ms. Meggison advised OLMSthat the
bereavement benefit paymentsissued to local members has been the local's past
practicesincethe early 1990s, however, the constitution does not contain a
provisionfor bereavement benefits. M embership and executive board meeting
minutes were not maintained to document approval d bereavement payments
that wereissued to local membersduring theaudit year. Minutesd all




membership or executive board meetingsmust be maintained and must report any
disbursement authorizations made at those meetings.

9. Miscellaneous Expenses

Locd 2-513did not maintain adequate supporting documentation for the
followi ng disbursements during the audit year: registration feea hotel, and meal
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Rapid Response Conferencein Lansing, Ml ; union dinner expenses paid to Honey
Baked Ham in the amount d $599.94; and union phonecall expensesin the
amount d $271.46 paid to Verizon West.

As previously noted above, labor organizations must retain original receipts, bills, and
vouchersfor all disbursements, in addition to, membership or executive board meeting
minutes to document approval d disbursements. The president and financial secretary
(or corresponding principal officers) d your union, who are required to sign your
union's LM report, are responsiblefor properly maintaining union records.

The proper maintenanced union recordsis the personal responsibility d the
individualswho arerequired tofile Locd 2-513's LM report. You should be aware that
under the provisionsd Section209(a) d the LMRDA and Section3571d Title18 d the
U.S. Code, willful failure to maintain recordscan result in afined up to $100,000 or
imprisonment for not more than one year, or both. Under the provisionsd Section
209(c) d the LMRDA and Section 3571d Titlel8 d the U.S.Code, willful destruction or
falsficationd recordscanresultinafined up to $100,000 or imprisonment for not
more than one year, or both. The penaltiesprovided in Section209(c) and Section 3571
d Title18 apply to any person who caused the violations, not just theindividualswho
areresponsiblefor filing the union's LM report.

During the exit interview, you and Ms. Meggison agreed to discuss union officer
monthly allowancesand bereavement paymentsissued to membersas outlined above
at Loca 2-513s next general membership meeting on or about July 20,2008 to obtain
and document authorization d these disbursements and provide OLMSwith acopy d
the meeting minutes. Y ou both al so agreed to provide OLMSwith copiesd paycheck
stubsfor lost time claimssubmitted during theaudit year. You agreed to obtain acopy
d thesalesreceipt for thefiling cabinet purchased during the audit year and provide
OLMSwithacopy d thereceipt. Based on your assurancethat Loca 2-513will retain
adequate documentation in the future, OLMSwill take no further 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 fileannual financial reports accurately disclosing their financial
condition and operations. TheLabor Organization Annual Report (FormLM-3) filed by
Loca 2-513for fiscal year ending December 31,2006, was deficient in thefollowing
areas:

e |tem 9 (PlaceRecords Kept) must be answered "'yes* or "no". If theanswer is
"no", the addresswhere the union's recordsare kept must be provided in Item
5 (Additional Information)

e |tem 23 (Ratesd Duesand Fees),lines(a) through (d) must be completed with
an appropriate entry (suchasdollar amount, “0”, "'none", number d hours pay,
etc.) and lines (a) and (d) must report the calendar basisfor payment (suchas per
month, per year, etc.), if appropriate.

e Item24 (Officersand Disbursementsto Officers) columns (D) and (E) must be
completed with the appropriate number or "0" for every linewith an entry in
column (A).Line10 must be completed with the appropriate number or “0”.

e |tems40-43 (Cashrecei pts) must each be completed with the appropriate number
Or //0//'
| am not requiring that Local 2-513filean amended LM report for 2006 to correct the
deficient items, but Loca 2-513 has agreed to properly report the deficient itemson al
futurereportsit fileswith OLMS.

Theaudit disclosed aviolationd LMRDA Section 201(b), which requires|abor
organizationsto file annual financial reports accurately disclosing their financia
conditionand operations. Loca 2-513did not file the annual financial report Form LM-
4forthefiscal year ending December 31,2007.

| provided you with blank formsand instructions, and advised you that the reporting
formsand instructions are available on the OLMSwebsite (www.olms.dol.gov). The
delinquent Form LM-4 report should be submitted to this office at the above address as
soon as possible, but not later than July 7,2008. Beforefiling, review the report
thoroughly to besureit iscomplete, accurate, and signed properly with original
signatures.
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Other Issues
The audit disclosed thefollowingother issues:
1. Signing Biank Checks

During the audit, you advised that Kim Meggison periodically signs blank checks.
Your union's constitution requires that the president and treasurer sign all checks.
The two signature requirement is an 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 negatesthe purpose d the two signature requirement.
OLMSrecommendsthat Locd 2-513review these procedures to improve internal
control d union funds.

2. TwoSignatorieson All Bank Accounts

To prevent, or at least inhibit, the misuse or embezzlement d their funds, most
organizationsincluding corporations, banks, etc., install internal controlsover the
handling d their finances. Adequate internal financial controlsare essentia in
order for aunion to fulfill its obligations under TitlesII and V d the LMRDA. One
such control that OLMSrecommendsLocd 2-513 adopt isarequirement d two
signatorieson all union bank accounts.

| want to extend my personal appreciation to SteelworkersLoca 2-513for the
cooperationand courtesy extended during this complianceaudit. | strongly
recommend that you make surethisletter and the compliance assistancematerials
provided are passed on to future officers. If we can provide any additional assistance,
please do not hesitateto call.

Sincerely,

Investigator

cc: Kim Meggison, Financial Secretary




