U.S. Department of Labor Em_ployment Standards Adminisiration
Office of Labor-Management Standards
Buffalo District Office
130 South Elmwood Avenue
Room 510
Buffalo, NY 14202-2465
(716)842-2900 Fax: (716)842-2901

June25,2008

Mr. George Saltsman, Business M anager
Electrical -Workers, AFL-CIO IBEW
Loca Union139

508 College Avenue

Elmira, NY 14901

LM File Number: 035-321

Case Number: || NN

Dear Mr. Saltsman:

This office has recently completed an audit o Electrical WorkersLocal 139 under the
Compliance Audit Program (CAP) to determine your organization's compliancewith
the provisionsd the Labor-Management Reporting and Disclosure Act o 1959
(LMRDA). Asdiscussed during the exit interview with Office Manager Judy Ottaviani,
Office Assistant Kristine Van Fleet, and yoursalf on June19,2008, the following
problemswere disclosed during the CAP. The matterslisted below are not an
exhaustivelist d all possible problem areas since the audit conducted was limited in
scope.

RecordkeepingViolations

TitleIl 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
asall 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
applicableresolutions, but al so documentation showing the nature d the union
businessrequiring the disbursement, the goods or servicesreceived, and the identity of
therecipient(s) d the goods or services. In most instances, this documentation
requirement can be satisfied with a sufficiently descriptiveexpensereceipt or invoice. If
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an expense receipt is not sufficiently descriptive, a union officer or employee should
writeanote on it providing the additional information. For money it receives, the labor
organization must keep at least one record showing the date, amount, purpose, and
sourced that money. Thelabor organization must also retain bank records for al
accounts.

Theaudit d IBEW Loca 139's recordsfor fiscal year 2007 revealed thefollowing
recordkeeping violations:

1.

Medl Expenses

Local 139 did not require officersand employees to submit itemized receiptsfor
meal expensestotaling at least $1,520. The union must maintain itemized receipts
provided by restaurants to officersand employees. Theseitemized receiptsare
necessary to determine if such disbursements arefor union business purposes and
to sufficiently fulfill the recordkeeping requirement @ LMRDA Section 206.

Furthermore, Local 139’s records d meal expenseswere not supported with any
documentation, except the credit card statement, totaling at least $141. For
example, the union failed to retain areceipt from Tioga Downsfor $32.37and from
Horigan’s Tavernfor $86.44. Union records d meal expenses must include not
only the itemized receipt but also written explanations d the union business
conducted and thefull namesand titlesd all persons who incurred the restaurant
charges.

General Reimbursed and Credit Card Expenses

Local 139 did not retain adequate documentation for reimbursed expensesand
credit card expensesincurred by Business Manager George Saltsman and Assistant
Business Manager Ernest Hartman totaling at least $852. For example, the union
did maintain receiptsfor lodging at both the Hyatt Hotel in Atlantic City for
$558.85and the Otesaga Hotel for $270.

As previously noted above, labor organizations must retain original receipts, bills,
and vouchersfor all disbursements. The president and treasurer (or
corresponding principal officers) d your union, who arerequired to sign your
union's LM report, areresponsiblefor properly maintaining union records.

Based on your assurance that the union will retain adequate documentationin the
future, OLMSwill take no further enforcement action at this timeregarding the above
violations.
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Reporting Violations

Theaudit disclosed aviolationd LMRDA Section 201(b), which requires|abor
organizationsto file annual financial reportsaccurately disclosing their financial
condition and operations. The Labor Organization Annual Report (FormLM-2) filed by
IBEW Loca 139for fisca year ending December 31,2007 was deficient in the following
areas:

1.

Failure to Report Receiptsand Disbursements

The union received moniesfrom employersfor the welfare, pension, annuity, and
education fundsd Loca 139. These moniesare later transferred to thosefunds
accounts. Loca 139 did not report on the LM-2 the total recelptsreceived on behalf
d affiliatesfor transmittal to them in Item 46 on Statement B, Receiptsand
Disbursements. I n addition, thelocal did not report the total disbursementsto
affiliatesd funds collected on their behdf in Item 63 on Statement B. The amount
not reported in each totaled at |east $4,500,000. The LM-2 report should show all
cash received and all cash disbursed.

All Officersand Disbursementsto Officers

All officersd Loca 139 were not listed on the LM-2 report. All officersneed to be
listed on the report in Schedulell (All Officersand Disbursementsto Officers).
Whether they recaivefundsfrom the union. The unionfailed to report three newly
elected executive board members.

Automobile Expenses

Locd 139 did not includein the amounts reported in Schedule1l (All Officersand
Disbursementsto Officers) and Schedulel2 (Disbursementsto Employees)
disbursementsfor the operation and maintenanced union automobilestotaling at
least $5,245. Thisamount for gasoline purchasesat Exxon Mobil and Sunoco, as
well asadditional maintenancecostsd the union autos, was erroneously reported
on the Detailed Summary Pagefor Schedulel8 (General Overhead).

The LM-2instructions provide two methodsfor reporting automobile-related
expenses. The union must report in Schedules11 and 12 direct and indirect
disbursementsfor the operation and maintenanced union owned and |eased
vehiclesand the operation and maintenanced vehicles owned by union personnel
(including gasoline, repairs, and insurance). The union may divide the expenses
and report them in Columns F and G based on milesdriven for union business
(supported by mileagelogs) compared with milesdrivenfor personal use.
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Alternatively, rather than allocating the expensesbetween ColumnsFand G, if 50
percent or more of an officer'sor an employee'suse d avehiclewasfor officid
business, the union may report all d the expensesrelativeto the vehicle assigned
to the officer or employeein Column Fd Schedulel1 or 12 with an explanationin
Item 69 (Additional Information) that the officer or employee used the vehicle part
d thetimefor personal business. Similarly, if avehicleassigned to an officer or
employeewas used less than 50 percent d the timefor business, al d the expenses
relative to that vehicle may be reported in Column G with an explanationin Item
69 that the officer or employee used the vehicle partly for official business.

4. Falureto Itemize Disbursements

Loca 139 did not properly report a''major" transaction(s) in Schedulel8, General
Overhead. A'"magjor" transactionincludesany individual transactiond $5,000 or
more or total transactionsto or from any singleentity or individual that aggregate
to $5,000 or more during the reporting period and which the local cannot properly
report elsewherein Statement B. Theaudit found that on May 20,2007 a check
was issued to the U.S. Postmaster for $6,000. This amount was not itemized on
Schedulel8 but rather included in the non-itemized transactionsfor the U.S,
Postmaster.

5. Failureto FileBylaws

Theaudit disclosed aviolationd LMRDA Section201(a), which requiresthat a
union submit acopy o itsrevised constitution and bylawswith itsLM report
when it makeschangesto itsconstitution or bylaws. Loca 139 amended its
constitution and bylawsin 2007, but did not filea copy with its LM report for that
year. Loca 139 has now filed acopy d itsconstitution and bylaws.

Loca 139 must filean amended Form LM-2for fiscal year ending December 31,2007, to
correct the deficient items discussed above. | explained to you thefiling procedures
and theavailability d filing software on the OLMSwebsite (www.olms.dol.gov). The
amended Form LM-2 must be electronically filed as soon as possible, but not later than
July 15,2008. Beforefiling, review the report thoroughly to be sureit iscompleteand
accurate, and properly signed with electronic signatures.



Junezb, 2008
Page5d 6

Other Violation

The audit disclosed thefollowing other violation:
Inadequate Bonding

Theaudit revealed aviolationd LMRDA Section 502 (Bonding), which requires that
union officersand employeesbe bonded for no lessthan 10 percent d thetotal funds
thoseindividuals or their predecessorshandled during the preceding fiscal year.

Locd 139s officersand employeesare currently bonded for $200,000, but they must be
bonded for at least $500,000. The union currently handlesfundsfor transmittal to
affiliateson their behalf. Thisamount needsto beincluded in thefunds handled for
computing the bond. Loca 139 should obtain adequate bonding coveragefor its officers
and employeesimmediately. Please provide proof d bonding coverageto thisofficeas
soon as possible, but not later than July 15,2008.

Other Issues
1. Used Signature Stamp/ Signing Blank Checks

During theaudit, you advised that it is Loca 139's practicefor Treasurer Robert
Holden to sign union checks using asignature stamp. In addition, it wasrevealed
that the signatory officers, Robert Holden and President David Patton, sign blank
checks. A two signature requirement isan effectiveinternal control d union funds.
Its purposeisto attest to the authenticity d acompleted document already
signed. However, theused asignature stamp for the second signer or signing
blank checks does not attest to the authenticity o the completed check, and
negatesthe purpose d thetwo signature requirement. OLMS recommendsthat
Loca 139 review these proceduresto improve internal control d union funds.

2. Inventory d Fixed Assets

Asdiscussed with you during coursed the compliance audit and during the exit
interview, it is recommended that the union maintain an inventory list d itsassets.
An inventory list will help you identify, account for, and determine the total value
d your union's fixed assets. You agreed to compile such alist and acopy has been
provided to OLMS.
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| want to extend my personal appreciation to IBEW Local 139 for the cooperation and
courtesy extended during this compliance audit. | strongly recommend that you make
surethisletter and any compliance assistance materials provided to you are passed on
to future officers. If wecan provide any additional assistance, please do not hesitate to
call.

Sincerely,

I nvestigator

cc. JudithMaclntosh, CPA
Mengel, Metzger, Barr & Co., LLP
147 West Grey Street
P.O.Box 178
Elmira, NY 14902

JamesLeVaute

Blitman & King, LLP
Franklin Center, Suite 300
443 North Franklin Street
Syracuse, NY 13204



