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To the Executive Board of
National Postal Mail Handlers
Union, Local 305

In planning and performing our audit of the financial statements of the National Postal Mail
Handlers Union, Local 305 (the Local) as of and for the year ended December 31,2015, in
accordance with auditing standards generally accepted in the United States of America, we
considered the Local’s internal control over financial reporting (internal control) as a basis for
designing our auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Local’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Local’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that mi ght be
material weaknesses or significant deficiencies and, therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as discussed on the attached pages, we
identified a deficiency in internal control that we consider to be a material weakness and another
deficiency that we consider to be a significant deficiency.

In addition, we noted matters involving the internal control and its operation that we have
reported to management on the attached pages.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the Local’s financial statements will not be prevented,
or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance (the Executive Board).

The existence of material weaknesses or significant deficiencies may already be known to
management and may represent a conscious decision by management or those charged with
governance (the Executive Board) to accept that degree of risk because of cost or other
considerations. Management is responsible for making decisions concerning costs to be incurred
and related benefits. The auditor’s responsibility is to communicate material weaknesses and
significant deficiencies.
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We have previously discussed our observations and suggestions with Local personnel and would
be pleased to discuss them in further detail at your convenience, to perform any additional study
of the matters, or to assist you in implementing the recommendations, to the extent our

independence is not impaired.

This communication is intended solely for the information and use of the Executive Board and
management of the Local and is not intended to be, and should not be, used by anyone other than

these specified parties.

M%W LLC

June 27, 2016



MATERIAL WEAKNESS

PREPARATION OF ANNUAL FINANCIAL STATEMENTS

The Local’s financial statements are the responsibility of the Local’s management. An effective
system of internal control includes controls over financial statement preparation, including
footnote disclosures. Local management must possess the skills and competencies to prevent,
detect, and correct material misstatements in the financial statements. Management does not
have an effective system in place to prepare its financial statements that would prevent a material
misstatement, aside from their reliance on the independent auditor.

EFFECT:
There is an increased likelihood that a misstatement of the Local’s financial statements that is

more than inconsequential would not be prevented or detected by the Local’s internal
accounting personnel.

RECOMMENDATION:
Management of the Local should continue to be highly involved in the activities of the Local

and analyze financial data on a regular basis.

SIGNIFICANT DEFICIENCY

SIGNATURE STAMP OF AUTHORIZED SIGNOR

During our review of cash disbursements of the Local, we noted that the Treasurer and Office
Manager have a signature stamp for the President. Upon further discussion, we discovered that it
is only used when the President is out of town for prolonged periods of time.

EFFECT:
There is an increased potential for misstatement, due to error or fraud, which may occur when

the President does not manually sign the checks.

RECOMMENDATION:
We recommend that the Local discontinue using the signature stamp. If the Local thinks it is

absolutely necessary, we recommend they implement controls to document the approval of
use of the signature stamp and that it only be made available by the President when he is

unavailable.

OTHER MATTERS

PAYROLL
Post-Check Payroll Register

During our review of the payroll process of the Local, we noted that there is no review of the
post-check payroll register after payroll is processed.



We recommend that the Treasurer and the President review a post-check payroll register after
payroll is processed and compare it to the approved pre-check register, with documentation of
the review, to ensure that only amounts approved were actually paid.

Accrued Payroll

During review of payroll, we noted that the accrued payroll had not been adjusted as of
December 31, 2015.

We recommend that the Local implement procedures to evaluate payroll at year-end to determine
the accuracy of the accrual.

FI1XED ASSETS SCHEDULE

During our review of the fixed assets, we noted that the fixed assets schedule did not properly
reflect the fixed assets balances at year-end. There was sufficient supporting documentation
provided to prepare the fixed assets schedule; however, the Local relied on the independent

auditor to prepare the schedule.

We recommend that the client prepare the fixed asset schedule to properly reflect the fixed asset
balances at year-end.

CYBER LIABILITY INSURANCE SHOULD BE MAINTAINED

During our audit procedures, we noted the Local maintains members’ information in their
database and does not have Cyber Liability insurance. Cyber Liability insurance can reduce the
significant costs that result from data breaches.

We recommend that the Local maintains Cyber Liability insurance.

EMPLOYEE VACATION BALANCE

While performing procedures surrounding payroll it was noted that the Local does not keep
written record of taken vacation.

We recommend that the Local maintain and monitor a vacation schedule to ensure that vacation
accruals and usage are recorded accurately.



