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January 4,2005 

Mr. W.H. Minton, Financial Secretary 
Sheet Metal Workers Local 433 
P.O. Box 992 
Bowling Green, KY 42102 

Dear Mr. Minton: 

This office has recently completed an audit of Sheet Metal Workers Local 433 under the Compliance Audit 
Program (CAP) to detestnine the organization's compliance with the provisions of the Labor-Management 
Reporting and Disclosure Act of 1959, as Amended (LMRDA). As discussed during the exit interview 
with you on October 29, 2004, the following problems were disclosed during the CAP. The matters listed 
below are not an exhaustive list of all possible problem areas since the audit conducted was limited in 
scope. 

Title I1 of the LMRDA establishes certain reporting and record keeping requirements. Section 206 
requires, among other things, that adequate records be maintained for at least five years by which each 
receipt and disbursement of funds, as well as all account balances can be verified, explained, and clarified 
As a general rule, all records used or received in the course of union business must be retained. This 
includes, in the case of disbursements, not only the retention of original bills, invoices, receipts, and 
vouchers, but also adequate additional documentation, if necessary, showing the nature of the union 
business requiring the disbursement, the goods or services received, and the identity of the recipients of the 
goods or services. 

Union officers and employees failed to retain adequate documentation for reimbursed expenses. The date, 
amount, and business purpose of eve~y expense must be recorded on at least one union record. With 
respect to documentation retained in support of specific disbursements (including those in payment of 
credit card charges), the record retention requirement includes not only the retention of original bills, 
invoices, receipts, and vouchers, but also additional documentation, if necessary, showing the nature of the 
union business requiring the disbursement, the goods or services received, and all recipients of the goods 
or services. In most instances, this documentation requirement can be most easily satisfied with a 
sufficiently descriptive receipt. If a receipt is not sufficiently descriptive, a note can be written on it 
providing the additional information. 

The following record keeping deficiencies were revealed during the audit of Local 433's records: The 
union could not find one hotel receipt for a trip to Louisville In addition, seven cell phone overage bills 
were not included with the expense vouchers for Clasissa Ray. You agreed to keep better control ofyour 
receipts in the future and to attach all cell phone bills to expense vouchers As agreed, provided that Local 
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433 maintains adequate documentation for its disbursements in the hture,  no additional enforcement action 
will be taken regarding this violation. 

The CAP also disclosed violations of T~tle  I1 of the LMRDA regarding the annual financial reports 
required by the local under Section 201 (b) of the Act for fiscal year ending December 3 1, 2003 Item I 3 
(Acquire any goods or property in any manner other than by purchase or dispose of any goods or property 
in any manner other than by sale) should have been answered "Yes" instead of "No," because the unlon 
gave away watches to retiring members during the year The type and value of any property received 01. 

given away must be identified in the additional information section of the LM report with the identity of the 
recipient(s) or donor of such property 

The names of some officers who held ofice during the year were not reported on Schedule 9 with the total 
amount of payments to or for them. The names of all persons who held office during the year must be 
reported regardless of whether or not they received any payments from the union. 

Local 433 failed to include some reimbursements to employees in the amounts reported in Schedule I0 
(Disbursements to Employees). Direct disbursements to officers and employees for reimbursement of 
expenses incurred while conducting union business must be reported in Column F of Schedules 9 and 10 
(Disbursements for Official Business) In addition, indirect disbursements made to another party (such as a 
credit card company) for business expenses incurred by union personnel must also be reported in Column F 
of Schedules 9 and 10. However, indirect disbursements for business expenses incun-ed for transpo~tat~on 
by a public carrier (such as an ail-line) and for temporaly lodging expenses incurred while traveling on 
union business must be reported in Schedule 13 (Office and Administrative Expenses). Any direct or- 
indirect disbursements to union personnel for expenses not necessaly for conducting union business must 
be reported in Column G of Schedules 9 and 10 (Other Disbursements). Disbursements for official 
business for Clarissa Ray were unden-epolted; you said you would discuss this with Local 433's 
accountant. 

In addition, do not describe any of the disbursements in Schedule 13 as "Miscellaneous" since that 
classification is not sufficiently dew-iptive These deficiencies as well as the accurate number of members, 
the lumping of all taxes in Item 66, and no address reported on Schedule 5 were discussed with you during 
the exit interview. Since you indicated that steps would be taken to correct these matters when filing 
future LM-3 reports, no further action on these matters is contemplated at this time. 

The audit revealed a violation of LMRDA Section 502 (Bonding), which requires that the union's officers 
and employees be bonded for no less than 10% of the total hnds  handled by those individuals or their 
predecessors during the preceding fiscal year Local 433's officers and employees were bonded for 
$30,000.00, but they must be bonded for at least $35,987.57. Proof of adequate bonding coverage was 
received in this ofice so no further action is necessary. 

During the audit, you advised that President Gipson signs blank checks in advance Your union's byla\\,s 

require that all checks be signed by the president and financial secretary. The countersignature l.equirerneni 
is an effective internal control of union funds Its purpose is to attest to the authenticity of a completed 
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document already signed. However, countersigning a blank check in advance does not attest to the 
authenticity of a completed check, and completely circumvents and undermines the whole purpose of the 
countersignature requirement. You may want to revise your check disbursement method. 

I want to extend my personal appreciation for your cooperation and courtesy during this compliance audit. 
If we can be of any assistance in the future, please do not hesitate to call. 

Sincerelv. 
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Investigator 
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