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April 21, 2011

Attached is the interim report issued by the International Union’s auditors of certain fi-
nancial information.

This is only an interim report. This report will be replaced by a final report once the
auditors complete their analysis.

In the interim report you will see “exceptions” noted for numerous credit card
charges. These exceptions were created when the auditor applied a standard that was
NEVER BEFORE required at TWU Local 100.

For example, even in instances where the auditor accepts that a meeting at a restau-
rant was for a proper union business purpose — which means it is appropriate for the
union to pay for the expense — the credit card purchase is listed by the auditor as an
“exception” simply because an itemized restaurant receipt showing what people ate was
not turned in.

Every person shown as having exceptions is being given a copy of their schedule.
They are being asked to supply a more detailed explanation.

Where no proper union business purpose can be supplied, the individual will be told
to repay the union for the charge.

In order to correct any misunderstanding about the report, please bear in mind that
the total shown for scheduled exceptions does not reflect a balance owed. It reflects
the auditor’s opinion of the charges, which did not meet his stricter requirement.

A new, stricter documentation requirement will now be necessary moving forward.
New policies and procedures are being written. (Many did not exist before). When
adopted they will be posted on the union’s website along with the results of the final
audit.

1700 Broadway 2nd FI | New York, NY 10023 | Tel. 212-873-6000 « Fax 212-579-3381
www.twulocal100.org
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INTERIM CONSULTING REPORT

To the Administrative Committee of Transport Workers Union
of America — AFL-CIO,

501 Third Street N.W.

Washington, DC 20001

Attn: Mr. James C. Little, President

INTRODUCTION

We were engaged to assist Transport WorkersdUnionhof America — AFL-CIO (the
“International”) in its investigation of certain finangcial issues at, Transport Workers Union of
Greater New.Yorky, Local 100 (the “Local” or “Union”), This engagement initially arose from
allegations‘and rumors that were being circulated in news articlesqand other means concerning
the purported jparticipation of Mr. John Samuelsen, President/ of thefLocal, and of Mr. Israel
Rivera, former. Seectetary-Treasurer of the Local, in disbursements of Local’s funds from the
General Fund for non-umion purposes during the period from Januaty 1, 2010 to October 31,
2010 (the “Relevant Period”) and disbursements from the Haiti Rélief Fund for purposes
unrelated to the objectives of this fund during the period from January 1,2010 to November 5,
2010.

This investigation was requested ofsthe International by Mr. Samuelsen for the purpose of
addressing the aforementioned issues.

The International, however, directed us to broaden the scope of this engagement to include other
financial manners such as non-payroll relateddpayments made to (and on behalf of) Mr.
Samuelsen and Mr. Rivera during the Relevant Period and all American Express credit card
charges made during the same period by all officers and employees who were assigned a Local’s
credit card (see below).

OBJECTIVES

The objectives of our consulting engagement were to review the transactions covered by the
scope of our engagement for the purpose of determining whether these transactions did not have
an authorized business purpose consistent with the Local’s activities and quantify the amount
involved in such transactions.
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SCOPE OF WORK AND LIMITATIONS

The scope of our consulting engagement was limited to performing certain procedures discussed
below to the following areas:

a) Travel, entertainment, and other reimbursable expenses incurred during the Relevant
Period by Mr. Samuelsen and Mr. Rivera as well as other payments made on their behalf,
including, but not limited to, those charged through the Local’s credit card, and charges
made during the same period by all other officers and employees on the Local’s credit
cards that were assigned to them.

b) Disbursements from TWU Local’s 100 Haiti Relief Fund during the period from January
1, 2010 to November 5, 2010¢

¢) Disbursements from petty €ash during the Relevant Period.

d) Payments to certain vendors 6f the'Local during the Relevant Period.

The procedures outlined below were performed bétween the months of November 2010 through
February 2011, and any conclusions stated her€in are based,only on information obtained during
this time frame. However, except for American Express, as of the date of this report we have
applied limitedyprocedures to any vendors of the Local and; consequently, no findings are
reported heréin with regard to this area of the engagement.Also, in regard to Johnson Business
Products¢and 'Xerox Corporation, which are vendors of ‘the Local, we did not to apply any
procedures to the issueshunderlying the respective charges whichdwerefbrought against Mr.
Rivera during thefLocal’s special Executive Board Meeting held on/October 7, 2010, as the
resolution of this matter is reflected in the transcript of the trial of Mr{ Riveras

The services we rendered wereadvisory in nature. We performed the serviges in accordance with
the Statement on Standards forfConsulting Services (CS100) of the American Institute of
Certified Public Accountants (“AICPA”)in the United States.

The procedures that we performed diddnot constitute an audit or review of the financial
information obtained from the Local 4n accordance, with audit or review standards generally
accepted in the United States of America, and accordingly we do not express an opinion on said
information. Further, we were not able to, and we'did not evaluate the reliability, accuracy, or
completeness of the information we were provided when conducting our procedures, nor did we
assess the sufficiency of such information. Accordingly, due to the limit nature of our procedures
certain transactions that do not have a business purpose might not have been identified.
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SUMMARY OF PROCEDURES PERFORMED

AMERICAN EXPRESS CREDIT CARD CHARGES

)

2)

3)

With regard to all payments made to credit card companies that were selected from the
accounts payable check registers and cash disbursement journals:

a) Traced payments made to vendor ledgers, credit card statements, and cancelled checks,
b) Verified that payments were made in accordance with the Local’s check signing
policy,

¢) From the credit card statements, identified charges made by all officers and employees
who were assigned a Local’s credit card, and traced these charges to supporting receipts
verifying the business purposé of the charges,

d) Verified that these chargeswere made in accordance with the International’s credit
card policy and were in compliance’ with the recordkeeping requirements of Title II,
Section 206, of the Labor-Management Reporting and Disclosure Act of 1959, as
amended, and

¢) Verified the appropriateness of general ledgér accounts used.

Obtained all credit card statements and traced theyrespeetive payments to the accounts
payablé check registers.

Scanned the vendor ledgers of credit card companies and#ouched all payments to the
Local’s credit«card statements. Verified that no payments were imade of credit card
statements that did net pertain to the Local and that all payments to credit card companies
have alréady been tested. Compared the addresses of thesderedit catd, companies to
addresses of employees and officers of the Local.

TWU LOCAL 100 HAITI RELIEEFUND

1)

2)

3)
4)

S)
6)
7
8)
9

Traced postings from the general ledger cash account used to record donations to
respective expense account and vicesversa.

Traced payee, check number, and amount paid per general ledger to copy of cancelled
check or wire transfer.

Verified endorsement on copy of cancelled check.

Agreed signatures on copy of cancelled check or wire transfer to Bank Resolutions and to
check and wire transfer signing policy.

Traced copy of cancelled check to bank statement.

Traced donation to authorization memo by president.

Traced donation to minutes of Executive Board meetings.

Traced donee to donee's web site.

Traced donee to IRS publication 78, Cumulative List of Organizations described in
Section 170(c) of the Internal Revenue Code of 1986.

10) Traced donee to American Institute of Philanthropy's web site.
11) Traced donee to Bureau of Better Business Accredited Charities’ web site.
12) Inspected check sequence and voided checks.

3
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13) Read bank resolutions.

14) Inquired of controller about signing policy.

15) Scanned bank statement and determined that voided checks did not clear.

16) Scanned bank statement and determined that all checks and wire transfers were posted in

the Local's general ledger.

17) Traced donations received by TWU-Retirees Association for the Haiti Fund to deposits

posted in bank statement and general ledger of the Local (TWU — Haiti Relief Fund).

18) Reviewed the Local's cash receipts journal and traced all donations received for the Haiti

Relief Fund to the Local's general ledger cash and revenue accounts and deposits posted
in bank statement.

19) Read minutes of meetings of the Liocal’s Executive Board held during the Relevant

Period with the exception of mindtes of meetings held after October 7, 2010, which were
not provided to us.

PETTY CASH

1

2)

With regard to all payments made to petty cash (or cash) that were selected from the
accounts payable check registers and cash disbursement journals:

a) Tracéd payments to respective general ledger accounts, receipts, and cancelled checks,
b) Verified the business purpose of the disbursements,

¢) Verified thatfall disbursements were made in accordance with the Local’s petty cash
and check signing policies, and

d) Verified the appropriateness of general ledger accounts useds

Scanned the general ledgerof the petty cash account for indication of disbursements that
have not already been tested. Verified that the general ledger balafice of the petty cash
account is consistent with the Local’s petty cash policy.

NON-PAYROLL RELATED PAYMENTSOMADE TO (AND ON BEHALF OF) MR.

SAMUELSEN AND MR. RIVERA (EXCLUSIVE OF AMERICAN EXPRESS CHARGES)

1y

2)

With regard to all non-payroll related payments made to (and on behalf of) Mr.
Samuelsen and Mr. Rivera during“the Relévant)Period that were selected from the
accounts payable check registers and cashdisbursement journals:

a) Traced payments made to vendor ledgers, respective general ledger accounts, travel
expense reports with supporting receipts, and cancelled checks,

b) Verified the business purpose of the payments,

¢) Verified that all payments were made in accordance with the Local’s travel expense
reimbursement and check signing policies,

d) Verified the appropriateness of general ledger accounts used, and

e) Inspected gas card statements.

Scanned the ADP’s payroll master file for Mr. Samuelsen and Mr. Rivera for indication
of any payroll code related to the reimbursement of expenses.
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3) Scanned vendor ledgers of Mr. Samuelsen and Mr. Rivera, and travel and entertainment
general ledger expense accounts for indication of reimbursements made to them that have
not already been tested.

4) With regard to the purchase of a car for Mr. Rivera:

a) Inquired of management about purchase of the car with Local’s moneys for Mr.
Rivera,

b) Inspected the Retail Installment Contract GMAC Flexible Finance Plan, sales contract,
and cancelled check,

¢) Traced payments to check register and general ledger,

d) Verified that appropriate general ledger accounts were used to record the transaction,
e) Verified that purchase of car'was ifnaccordance with the Local’s purchasing policy and
that payments were made inaccordance with the Local’s check signing policy.

FINDINGS
AMERICAN EXPRESS CREDIT CARD CHARGES

In reviewinghe American Express credit card charges'incurfed during the Relevant Period, we
considered the International’s Policy Regarding Expenses‘that was issued on July 2007, as the
Local did not have a wiitten policy regarding expense reimbursements@nd credit card charges.

During the period from Januagy,1, 2010 through October 31, 2010, the'L'o¢al incurred American
Express credit card charges‘of $437,209 of which $262,849 reflected excéptions mainly due to
the lack of adequate support and/or explanations. For example, we found many instances where:
a) hotel folios' were missing, b) thére was no documentation of the business reason for a charge,
c) there was a lack of itemized receipts describing the food and beverage consumed, d) there was
no documentation of names of persons{oining'a meal, their affiliation or business discussed, €)
there was a lack of boarding passes andfairline tickets, f) there was no documentation of the
names of officers and employees that traveled, g) there was a lack of parking, gas and other
receipts, and h) political expenditures were ppaid out.0f the Local’s general fund rather than the
Local’s segregated political bank account. We' noticed also a lack of contemporaneous
documentation supporting the charges incurred, which significantly delayed our investigation.

Certain officers and employees acknowledged incurring personal charges which were later
reimbursed to the Local. In this regard, Mr. Samuelsen acknowledged incurring personal charges
of $158.88 on July 11, 2010, which was promptly reimbursed on July 28, 2010. Benita Johnson,
recording secretary, acknowledged also making personal charges of $361.78 at various dates
during the Relevant Period that she reimbursed on March 25, 2010 and October 8, 2010. Finally,
Roxanne Rotger, assistant to the president, acknowledged also making personal charges of

! Hotel folios are statements issued by hotels to individuals who occupy hotel rooms that itemize room charges, food

charges, occupancy taxes and other charges.
5
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$8.473.54 at various dates during the Relevant Period that she reimbursed on November 10,
2010, January 13, 2011, and February 25, 2011.

The exceptions noted through the use of the Local’s credit cards are described in Exhibits No. 1
through 10.

TWU LOCAL 100 HAITI RELIEF FUND

TWU Local 100 Haiti Relief Fund (the “Haiti Fund”) was a segregated bank account set up by
the Local in 2010 that was funded by a $50,000 donation from 80 Weth Corp (the “Building
Fund”) as well as donations from active,and retired members for approximately $46,000. The
purpose of the Haiti Fund was to makeé donations to organizations that provided relief to victims
of the 2010 earthquake that affected Haiti.

As a result of the application of the procedurés described above, we found the following:

1) There was a $50,000 donation made by Buildiig Fund to the Haiti Fund. We could not
find evidence in the minutes of the meetings held by the Executive Board during the
Relevant Period that the Executive Board approved this donation despite the fact that the
minutes,of the Executive Board meeting held on January 25,2010 requires prior approval
of 'the [Executive, Board for spending moneys from the Building Fund for operating
purposes. Infthis regard, Mr. Samuelsen told us that notwithstanding the fact that the
minutes do not reflectathe Executive Board’s approval, all members.of the Executive
Board were poled for theirapproval and that they unanimously approved the donation.

2) The Local made a donationi fromhthe Haiti Fund of $77,983.28 on November 5, 2010 to
Batay Ouvriye, a labor organization (rather than a charity) that is located in Haiti and that
according to its website “www.batayouvriye.org,” claimed to have been performing some
relief efforts in Haiti. In this regard, we were not able to find this organization in IRS
Publication 78, Cumulative List of Organizations described in Section 170(c) of the
Internal Revenue Code of 1986, which lists erganizations eligible to receive tax-
deductible charitable contributions.

Mr. Samuelsen explained to us that he observed a speaker from Batay Ouvriye at a Labor
Notes Convention in Detroit in April 2010 and that he was very impressed with the
speaker’s description of the relief work/labor organizing model which the speaker
described at length. Mr. Samuelsen stated that when 1t came time to make a final decision
as to where to donate the monies left in the Haiti Fund, he decided to have them donated
to Batay Ouvriye. Mr. Samuelsen told us that he did some research on them online and
became convinced that the Local’s donation was well placed with this organization. We
were not able to corroborate Mr. Samuelsen’s explanation.
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3)

4)

In addition, the wire transfer to Batay Ouvriye was signed only by John Samuelsen.
According to TWU of America’s constitution, Article XVI, Sections I and IV, and the
Local’s by-laws, Articles III and VI, the president can only countersign checks and all
checks must be signed by the Local’s Secretary Treasurer. Because of the fact that Israel
Rivera was removed from office before the wire transfer was issued, the wire transfer
carried only the signature of John Samuelsen; however, Mr. Samuelsen did not wait
before authorizing the wire transfer until the Executive Board had appointed a new
Secretary-Treasurer (see Article IX (a) of Local’s by-laws) that could have signed the
wire transfer as well.

The Local made a donationdfrom, the Haiti Fund of $6,000 on April 9, 2010, to
IFCO/Pastors for Peace, which ac€ording to its website “www.pastorsforpeace.org,” is an
ecumenical agency whose mission'is te help forward the struggles of oppressed peoples
for justice and self-determination In thishregard, we were not able to find this
organization in IRS Publication 78, Cumulative List of Organizations described in
Section 170(c) of the Internal RevenueCode of 1986, which lists organizations eligible to
receive tax-deductible charitable contributions.

Withsegard to this donation, Mr. Samuelsen told us that a‘member of the Local traveled
to4Haiti. and verified that the relief container #as received.. We were not able to
corroborate Mr: Samuelsen’s explanation.

The Local made,a donation from the Haiti Fund of $1,500.0n April29, 2010, to an
organization named<‘Project: Overflow”, through a check made to0 Galapagos at DUMBO
Inc, to cover theostsiof rental fees for the Galapagos Art Space fof a fundraising event
termed “Haiti + love” organized by Project: Overflow. The fundraising event was
supposed to be a fashion/show that would have raised moneys for Haiti. In this regard, we
were not able to find this organization in IRS Publication 78, Cumulative List of
Organizations described in Section 170(¢), of the Internal Revenue Code of 1986, which
lists organizations eligible to receive tax=deductible charitable contributions.

PETTY CASH

The Local does not have a written petty cash policy. The Local’s practice, however, is that
disbursements out of petty cash cannot be made in excess of $50, except for per-diem related
travel when there is no time to issue a check to the employee traveling. The Local had petty cash
disbursements of $17,644 during the period from January 1, 2010 through October 31, 2010 of
which $9,782 reflected exceptions mainly due to the lack of adequate support and/or amounts
disbursed exceeding the maximum limit of $50 established by the Local’s petty cash practice.
Specifically, there was $2,653 of petty cash disbursements without supporting receipts. These
exceptions are described in Exhibit No. 11, “Petty Cash Disbursements.”
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NON-PAYROLL RELATED PAYMENTS MADE TO (AND ON BEHALF OF) MR.
SAMUELSEN AND MR. RIVERA (EXCLUSIVE OF AMERICAN EXPRESS CHARGES)

The Local made the following payments during the Relevant Period on behalf of Mr. Rivera that
we believe were not for business purpose:

On September 17, 2010, Israel Rivera authorized Joseph Ruggiero, an employee of the Local, to
purchase a 2011 Jeep Grand Cherokee which would be assigned to Mr. Rivera. The 2011 Jeep
had a cash purchase price of $39,113 (excluding taxes, fees and extended warranty charges)
according to the sales contract between Mr. Ruggiero and Manhattan Jeep Chrysler Plymouth.
As part of this transaction, Mr. Rivera bought his old leased car (a 2009 Lincoln) for $38,307 and
traded-in towards the purchase price®f the®2011 Jeep. However, the trade-in allowance was only
$21,000, resulting in a loss to the‘Cocal of $17,307 ($38,307 - $21,000). The check for $38,307
to purchase the 2009 Lincoln carried his ananual signature and Mr. Samuelsen’s facsimile
signature despite the fact that Mr. Samuelsen hadéneither authorized the purchase of the 2009
Lincoln nor the purchase of the 2011 Jeep.

Apparently, in order to conceal the loss of $17,307, the Retail Installment Contract GMAC
Flexible Finanee Plan acknowledged a trade-in allowance ‘of $38,307 for the 2009 Lincoln as a
down paymeént but simultaneously inflated the cash price of 2011 Jeep from $39,113 to $56,420.
The result was the'same: a loss to the Local of $17,307.

Consequently, sinee Mr. Samuelsen neither authorized the purchase of the 2009 Lincoln nor the
purchase of the 2011 Jeep, the $17,307 loss to the Local was neithér reasonable nor necessary
and constituted an expensé of Union’s funds for non-business purpose ‘that was incurred by Mr.
Rivera. Additionally and for the' same reasons indicated above, taxes, fees and extended warranty
charges for a total of $4,404 and the finance charge of $4,275 that resulted from the financed
purchase of 2011 Jeep are also considered an expense of Union’s funds for non-business purpose
that was incurred by Mr. Rivera.

The Local made the following payments during the Relevant Period on behalf of Mr. Samuelsen
that raise issues regarding their business purpose:

1) On May 19, 2010, check No 024996 wasfissued to DC Treasurer — Parking Violations for
$50. This was a parking fine for a parking violation adjudicated to vehicle plate
EUH9518 which pertains to Mr. Samuelsen.

2) On June 17, 2010, check No 025197 was issued to NYC Department of Finance for $43.
This was also a parking fine for a parking violation adjudicated to vehicle plate EUH9518
which pertains to Mr. Samuelsen.

3) On September 7, 2010, check No 025661 was issued to ExxonMobil for the payment of
gasoline charges incurred by Mr. Samuelsen and others. In this regard, his ExxonMobil
gas statement for the closing date August 24, 2010, shows a charge of $55.63 for the
purchase of 19.519 gallons of gasoline on July 27, 2010 at 4:50 PM at 16501 Hillside
Ave, Jamaica, New York, and a charge of $45.32 for the purchase of 15.901 gallons of

8
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gasoline at 4:55 PM on the same date and location. The total purchase of 35.42 gallons
would have exceeded the fuel capacity ot 28 gallons of a regular Ford Expedition or 33.5
gallons of a Ford Expedition EL.

In this regard, Mr. Samuelsen explained to us that on July 27, 2010, a Local 100
delegation consisting of Harry Wills, Shannon Poland, Wiltona Watson, and Mr.
Samuelsen himself met in Jamaica Queens to look for a building for potential purchase.
Shanon Poland was driving the Union’s Ford Flex house car and he did not have a Union
gas card. When Mr. Samuelsen pulled into the gas station to get gas, Mr. Samuelsen also
filled up the Union’s Ford Flex with his gas card. His explanation was signed by him and
other members of the delegation, whose signatures were notarized.

RESTRICTIONS

This report is intended solely for the use of the Administrative Committee of the International
and should not be used by any other party without our prior, consent.

/L/Mr,dud/ o

April 1, 2011
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