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1. Fixed Assets 

Lodge 449 failed to retain any records that identified its fixed assets.  The union reported 
$8,041 in fixed assets in Item 29(A) and 29 (B) (Fixed Assets at the start and end of the 
reporting period) of the Form LM-3 filed for fiscal year ended June 30, 2014.  During the 
opening interview, Secretary Treasurer Claflin stated that the local does not keep an 
inventory list of its fixed assets and that he was unsure how the CPA determined the 
amounts reported as the union’s fixed assets are not worth that much. 

The LM-3 instructions for Item 29 require that you report the book value at the start and 
end of the reporting period of all fixed assets, including land, buildings, automobiles, and 
office furniture and equipment.  The book value of fixed assets is cost less deprecation.  
Where a labor organization expenses its fixed assets when purchased, the manner of 
reporting such assets will be different from that of an organization which computes 
depreciation of its fixed assets over a period of time.  A union which expenses its fixed 
assets must list in Item 29 the estimated fair market value of the fixed assets. 

During the opening interview, Secretary Treasurer Claflin advised that Lodge 449’s fixed 
assets include a laptop computer, desktop computer, chairs, a printer/copier, and some 
filing cabinets.  During the exit interview, you confirmed that Lodge 449 does not have a 
current inventory of its fixed assets, but you agreed that the union would create such an 
inventory and maintain the list by adding new purchases and removing old equipment 
that has been sold, donated, or destroyed. 

2. Receipt Date not Recorded for Dues Checkoff Checks from Bay Shipbuilding 

The audit revealed that Lodge 449 failed to record the date of approximately $124,000 in 
dues checkoff checks that were received from Bay Shipbuilding in the union’s receipt 
records.  Union receipts records must show the date of receipt.  The date of receipt is 
required to verify, explain, or clarify amounts required to be reported in Statement B 
(Receipts and Disbursements) of the LM-3.   The LM-3 instructions for Statement B state 
that the labor organization must record receipts when it actually receives money and 
disbursements when it actually pays out money.  Failure to record the date money was 
received could result in the union reporting some receipts for a different year than when it 
actually received them. 

Based on your assurance that Lodge 449 will retain adequate documentation in the future, 
OLMS will take no further enforcement action at this time regarding the above violations. 

Reporting Violations 

The audit disclosed a violation of LMRDA Section 201(b), which requires labor organizations to 
file annual financial reports accurately disclosing their financial condition and operations.  The 
Labor Organization Annual Report (Form LM-3) filed by Lodge 449 for the fiscal year ended 
June 30, 2014, was deficient in the following areas: 
 






