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membership has grown minimally over this period. It should be noted that
Florida has been going through major economic issues and the union has faced
major challenges from the governor, Legislature and school superintendent and
this year the district released personnel reducing the bargaining units by 1,526
positions.

For the 2011-2012 budget year, improvements have been made in the 2011-2012
budget estimates related to membership dues (coming closer to the actual
membership numbers), and cuts have been made to expenses, but the local is
still projecting a deficit of approximately $350,000. The officers and executive
board members, as a result, must reduce expenses further or increase revenues.
BTU expects that actual expenses will be budgeted more accurately due to the
addition of the new comptroller.

The local also spent more than its budget on the expense side. In 2010-2011, the
local budgeted $9.4 million in expenses, and actual expenditures totaled
$10,110,000 or $710,000 more than the budget. The local was also over budget in
expenses in 2009-2010 by $540,000. In 2008-2009, they were slightly under
budget on expenses.

BTU responded that during this same period the local experienced unexpected
expenses related to the three years of contract impasse, numerous arbitrations,
and expenses related to the inclusion of the Charter and ESP unit startups.

In an effort to reduce the deficit, four staff representatives have been laid off, one
release-time officer was returned to the classroom, and two other positions were
reduced by attrition. While regrettable under any circumstances, the layoffs were
necessary due to the financial condition of the local.

One contributing factor in these losses is the fact that the BTU has not raised its
dues since the 2004-2005 fiscal year, The BTU dues are currently $50 per FDE per
month, or $600 annually. The result of not raising dues over this period is that
increases in AFT and FEA per capita were not passed along to the members in
the form of higher dues. Affiliate per capita increases totaled approximately $2
million in increased expenses for the six-year period.

The AFT’s constitution requires affiliates to pass through per capita increases to
the membership through dues increases. It became clear during our review that
the AFT has been receiving the proper amount of per capita from the BTU, but
the increases were not passed through to the individual members, The BTU’s
current constitution states that all increases in dues must be approved by the
building stewards and makes no mention of the pass-through. AFT believes that
if the officers of the BTU chose not to pass through the per capita increases to the
membership, then offsetting cuts to other expense categories should have been
made.

While reviewing the backup documentation for the financial transactions for the
period prior to January 2011, we found it to be in poor condition, We did notice
that since January, the record keeping has improved. The previous lack of
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bookkeeping expertise, proper internal controls, and required backup
documentation, as well as a lack of managerial oversight, led to significant errors
in revenue/expense allocations and, therefore, in the accuracy of the financial
statements. The 2009-2010 audit report delivered in June 2011 cited numerous
classification errors in posting payroll, advertising and general operating
expenses and reimbursements to the general ledger. Nevertheless, the losses
incurred by the local should have been disclosed contemporaneously.

The calculations used when budgeting for employees (four officers) who get
school district release time have been incorrect for at least three years. For
example, in the fiscal year 2010-2011, President Santeramo’s school board salary
was estimated at $70,000; however, this was incorrect and appears to be based
on the 2007-2008 school board base rate. President Santeramo’s base pay for
2010-2011 was approximately $71,500, with additional amounts for master and
advance incentive pay. This brought Mr. Santeramo’s actual pay up to $78,365.68
as per the Aug. 10, 2011, billing from the school district, or a difference of
$8,365.68 from the budgeted amount. This error accounts for Mr. Santeramo’s
actual total pay being $189,000 as compared with the approved budgeted
amount of $181,000. This error was highlighted when the 2010-2011 budget was
changed to reflect the overpayment, as if it had been approved the previous year.

President Santeramo took a cut in salary for the 2011-2012 budget year to
account for the overage noted above, as well as to offset a $10,000 raise for the
new comptroller, Linda Ferrara. The pay cut in his salary and benefits
(approximately 43 percent) that Mr. Santeramo mentions in his response to the
four executive board members is attributable to the reduction in salary, as well
as the elimination of any pension payment for the fiscal year.

An examination of the salaries of the four officers for the seven-year period from
July 1, 2004, to June 30, 2011, shows that, on an aggregate basis for those years,
when compared with the approved budgets, President Santeramo was overpaid
$31,441.68, First Vice President Bernie Schultz was overpaid $32,233.41,
Secretary-Treasurer Ronney Virgillito was overpaid $24,676.58, and ESP Vice
President Ernestine Alleyne was overpaid $376.24.

The record keeping at BTU is poor, so it is possible that the officers did not
realize they were being overpaid. The budgets are on a fiscal year, and the W-2s
are on a calendar year. The former bookkeeper was using an incorrect amount to
be paid to the school board when budgeting for that expense. That being said,
the officers were overpaid as it relates to the approved budgets, which caused the
discrepancies. In similar cases, the board has the option to approve the
overpayments (if they determine the overpayments were inadvertent), or the
officers and the executive board may come to an agreement for reimbursement
of the overage.

The four officers receive their “differential pay” (difference between the BTU
budgeted salary and what they receive from the schooi board) for a given fiscal
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year from July to August. Twice in the last seven years, there were payments in
June, along with other staff members. The differential pay consists of two parts:

a) the annualized portion to bring the individual’s regular 10-month school
pay up to 12 months; and

b) that portion that is paid for the BTU officer positions (e.g., president, first
vice president).

Under the current practice, the officers receive the majority of their “part b”
salary upfront rather than spread throughout the fiscal year as it is earned. This
would appear to be an advance on officers’ salaries. It is recommended that this
portion be paid proportionately throughout the fiscal year.

President Santeramo, First Vice President Schultz, Comptroller Ferrara and
former bookkeeper Arlene Marotta received $300 per month for expenses. This
expense allowance was discontinued July 2011. This was in addition to a $600
auto allowance they receive monthly. President Santeramo also has the use of a
gas card, with charges ranging from $175-$250 per month. We found no backup
documentation for the gas card. AFT believes that all of these allowances and
reimbursements should be reviewed annually during the budget process and,
ultimately, be approved by the executive board. It also should be noted that, with
the absence of any backup documentation, all of these reimbursements would
be considered taxable income by the IRS.

The pensions of President Santeramo and the other officers are based only on
the salary amounts paid directly by the BTU. With the exception of the staff
Iepresentatives, discretionary pension payments for the officers and other BTU
staff have been eliminated for 2011-2012, in an effort to reduce expenses. In
addition, due to the financial difficulties, the officers and management staff
agreed to a reduction in salary. President Santeramo has stated that effective
October 15, 2011, staff representatives’ discretionary pension payments have
been eliminated for the remainder of the fiscal year and salary reductions have
been made,

Pensions for President Santeramo and First Vice President Schultz were paid in
their entirety in September 2009 and September 2010. It is recommended that
the pension payments be paid quarterly, as it is earned—at least for that portion
not attributable to the annualization of their salaries.

President Santeramo has unlimited accumulation of sick days and vacation time.
Per a March 8, 2000, memo to Tony Gentile (previous president}, President
Santeramo requested unlimited accumulation and full amount of sick days and
vacation time. In his response to the executive board members, President
Santeramo states that this was the past practice that applied to the previous
president and should be continued for President Santeramo. President
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Santeramo has presented several memos and board minutes as proof of
executive board approval. All are included with this letter.

We have completed an analysis of Mr. Santeramo’s and other employees’
vacation/sick leave. We believe Mr. Santeramo had accumulated 230 vacation
days and 122 sick leave days as of June 30, 2011— an accrued amount as of June
30, 2011 of $255,020.81. This represents 35 percent of the total accrued
vacation/sick benefits for the BTU.

It should be noted that the sick leave and vacation days for the officers are
figured on their total salaries, including their school district salary.

Per the field representative union’s contract, the field representatives are
permitted to cash in up to 20 sick days per year. As a practice, all officers and
other employees receive the same benefits as are available in the field
representatives’ contract. This benefit, in essence, gives each employee an
annual four-week bonus or a portion thereof. This is a generous benefit in light
of the local’s current financial difficulties. Vacation days may be accumulated to
a maximum of 60 days.

We examined all credit card statements for the fiscal years 2009-2010 and 2010-
2011. Charges were made on credit cards issued by American Express and
Chase. The majority of all of the credit card transactions had no backup
documentation, and many of those transactions that did lacked sufficient
information to determine the business purpose.

President Santeramo was the only authorized user of the Chase credit card, and
President Santeramo, First Vice President Schultz, Comptroller Ferrara and
former bookkeeper Marotta had BTU-issued American Express cards. Although
these individuals were the only authorized users, it was reported, but not
supported with documentation, that other employees used the cards for
business purposes.

1. President Santeramo: Credit card expenses over the two-year period
examined totaled $128,634. The majority of the charges are lacking
backup documentation. While we believe that many of these charges
were for legitimate BTU business, there is no way to determine the
purposes of the charges without President Santeramo reviewing the list
of items and indicating the business purpose for each charge. The list
has been given to President Santeramo and he is in the process of
reviewing in order to provide an explanation and documentation. If the
business purpose cannot be determined for the charges, the AFT (and
the IRS) would consider them a personal expense and request
reimbursement.
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2. First Vice President Schultz: Credit card expenses over the two-year
period examined totaled $75,026.47. The majority of the charges had
backup documentation, and those that did not appear to be related to
FEA and AFT conferences, conventions and workshops. Ms. Schultz
was given the list to review and is in the process of providing
explanations and documentation. Again, if no business purpose can be
determined, the local should request reimbursement.

3. Arlene Marotta: Credit card expenses over the two-year period examined
totaled $355,729. Of this total, $259,635 had backup documentation, and
$96,094, did not. Approximately $1,200 in charges by Ms. Marotta was
for personal purposes. Notes in the files state that the majority of them
were reimbursed to the BTU.

4. Linda Ferrara: Credit card expenses over the period reviewed totaled
$5,080. With the exception of a $42 charge, the remaining charges had
backup documentation.

> We reviewed transactions related to Marsden Construction for the two-year
period. Marsden performs building maintenance for the BTU. Our research into
the amounts charged by Marsden Construction for the two fiscal years reviewed
was $106,859 in 2009-2010 and $82,638 in 2010-2011. AFT’s research suggests
that the amounts are approximately double the reasonable and customary
charge for this type of work. BTU President Santeramo stated that in 2009-2010,
Marsden Construction performed office renovations for the inclusion of the ESP
release time officer. AFT and BTU believe future work of this type should be
rebid on a more regular basis.

The BTU also pays $525 per month for lawn service and $1,044 per month for
building cleaning services that are not included in Marsden’s work.

» We discovered that 26 individuals were issued checks that are believed to have
been reimbursements for contributions to political candidates. They were
written from February 2008 through September 2010. We have been able to trace
contributions to the Alex Sink and Hillary Clinton campaigns in the amount of
$19,500.

The AFT, upon learning that reimbursements had occurred, took immediate
steps to bring the matter to the BTU executive board and start a process of
recovering the wrongful reimbursements. We have had the cooperation of the
officers and the board in this matter. We can report that there has been
substantial progress with the reimbursement process, which should have been
completed by Oct. 31, 2011. The local has acted in good faith to collect the
reimbursements. Nevertheless, these reimbursements were improper.

» Weexamined eight COPE related checking accounts for the July 1, 2009-July 30,
2011 period. Of the eight accounts, 5 are used for campaign contribution
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purposes, and therefore, subject to Florida election law. Of the $265,620 in
disbursements for the two-year period, only $96,652 had any form of supporting
documentation. Further, the quality of the supporting documentation available
was inadequate. Generally, an e-mail from Mr. Santeramo directing the
bookkeeper to make a disbursement was the only backup found.

The bylaws for COPE-Tiger, ESP, Global and Universal entities, state that
contributions below $1,000 ($1,500 for COPE-Tiger) must be approved by a
majority vote of the COPE'’s board, and contributions above that threshold
should be approved by the BTU's executive council and the president. However,
COPE contributions were approved by the president only.

We also examined contributions from the COPE accounts to various candidates
for the period July 2009-June 2011. Contributions were distributed from the
following COPE accounts: BTU local, BTU COPE-Tiger, BTU Universal, BTU
Global and BTU ESP, Florida election law allows unions and corporations to set
up multiple PACs, CCEs or EACs, which are considered special entities, Those
entities must meet the state filing and registration requirements. The maximum
an entity may contribute to a candidate in an election cycle is $500. The BTU's
contributions to specific candidates from the various accounts were made
during the same election cycles. We would strongly recommend that the local
look into this matter further, with the guidance and advice of an attorney who is
familiar with Florida state campaign finance laws.

We were able to locate separate employer identification numbers (EINs) for four
of the accounts used for campaign contributions. The exception is the Global
CCE account. It is irportant that the EIN for this entity be located. If a separate
EIN was niot obtained, there is a risk that the candidate contributions from this
account could violate Florida election law.

A number of BTU members attended the FEA convention as delegates during the
two fiscal years examined. The BTU reimbursed their expenses. In addition,
many delegates gave a $50 COPE contribution to the FEA. The reimbursement of
this $50 COPE contribution was disbursed from the BTU general fund account,
We could not find evidence that BTU COPE reimbursed the general fund for
these disbursements. The total of these reimbursements was $2,200. We have
been informed that these checks were given to the AFT COPE fund and that the
AFT COPE fund will reimburse the BTU general fund in total.

Charges for the payroll processing service are $30 per paycheck. While this
appears high and should be further explored, it should be noted that the payroll
processing company handles the payment of all benefits on behalf of the
employees with the exception of pension.

During the period reviewed, 12 checks were made payable to cash. Of those, two
were for $6,500 and $6,700, respectively, and were used for “holiday gifts.” There
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was no backup to substantiate how these funds were disbursed. In addition,
there was a check made payable to cash for $12,400 that was expensed to
“organizing.” We understand that new teachers are given $10 for joining the
organization or for signing up for voluntary COPE deductions. It is believed that
these funds may have been disbursed for that purpose, but no backup was
attached. No checks should be made payable to cash. They should be made to an
individual and proper documentation should be obtained. Accordingly, if funds
are used for sign-up gifts, a list of those persons who signed up should add up to
the check amount. The remaining cash should then be deposited into the
checking account.

» Thereview of the executive board minutes shows that no mention of a monthly
treasurer’s report was submitted. It appears only quarterly financial statements
were presented. In addition, it appears that only the profit and loss statement
was presented, rather than both a balance sheet and a profit and loss statement.
This is inadequate for transparency purposes. It alsc does not allow the
executive board to track actual income/expenses to budgeted income/expenses.

» The BTU has implemented a number of internal controls that began prior to the
AFT's involvement. These include:

* Requiring receipts for all reimbursement requests. Credit card receipts
must be submitted. Assuming these internal controls were implemented
shortly after Ms. Perrara’s hiring, we still noted many credit card charges
were not attached to the statement.

* Destroying the credit card for Ms. Marotta.

* Setting up account numbers in QuickBooks. None were used previously.
We are also working with the comptroller in setting up a more efficient
chart of accounts.

* Changing the filing system that is now organized by vendor names.
Previously, it was organized by “Governance,” “Communications,” etc.

* Increasing the documentation required by Ms. Ferrara when requesting
payments/reimbursements.

» The BTU has advised us that they have also implemented the following changes:

Requiring purchase orders for expenditures.

» Initiating sick leave accountability.

* Requiring that contracts be reviewed by the comptroller, and then signed
off by both the comptroller and the president.

This is the extent of our financial review. In the time allotted, we have not been able to
review every transaction or financial matter related to the BTU. However, we have
reviewed enough data and documentation to make the following recommendations:
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Recommendations to the Broward Teachers Union

Due to the scope and seriousness of the matters laid out in our financial report, as well
as the precarious state of the Broward Teachers Union’s financial condition, the
AMERICAN FEDERATION OF TEACHERS BELIEVES IT IS IN THE BEST INTEREST OF
THE LOCAL AND OUR MEMBERS FOR A PROFESSIONAL FINANCIAL MANAGER (FM)
TO BE HIRED. The AFT will assist with half the cost of this financial manager for two
years, and will be responsible for the vetting and hiring of the potential candidate. The
successful candidate will report to the AFT, as well as to the officers and executive board
ofthe BTU. As a matter of information, the AFT has made similar suggestions for a
financial manager to other affiliates, and such arrangements have proven extremely
successful.

The current BTU financial reporting and accountability systems are not functioning as
they should; however, they can be improved significantly if the recommendations set
forth below are implemented and followed. The FM, with the assistance of the AFT
financial services department, will be responsible for, but not limited to, the following:

1. Develop a budgeting system that will lay out the financial groundwork for the BTU
officers, executive board members and employees to follow. This should include the
establishment of a budget committee that will assist with the preparation and
presentation of the budget. The committee should establish the officers’ salaries and
benefit package in conjunction with the annual budget. This should include a
training program for the officers and executive board members conducted by the
AFT financial services department staff.

2. Establish a committee to review the BTU’s current constitution and bylaws to
determine if changes should be considered. One such change that is required is a
pass-through provision for the state and national per capita increases, as required in
the AFT constitution.

3. Establish an audit committee that will review the audit with the outside auditor.
The committee should present the audit to the officers and executive board along
with their report. The establishment of the committee should include training by the
AFT financial services department staif.

4. Develop a transparent financial reporting system (financial statements and other
financial reports) that will be thorough and accurate, so the officers and executive
board members can track the BTU’s actual resuits to budget. These financial reports
should be presented to the executive board on a monthly basis and should compare
actual results to the approved budget. A training program conducted by the AFT
financial services department should be developed to assist the executive board with
reading and understanding the financial statements, as well as a series of questions
that can be asked to ensure complete transparency.

5. Develop and implement a series of best financial practices. This will include cash
disbursement (check writing) and purchasing policies that will require two
signatures on all invoices for goods purchased, contracts for services, or
disbursements of funds on behalf of the BTU. All of the procedures will require two
signatures, one being an officer’s and the other being the financial manager’s. All
procedures will be subject to the review of the financial manager.

6. Review the BTTI financial aperations to see if there are efficiencies and potential

r
cost savings. This should include the establishment of a business expense
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reimbursement policy that will ensure the judicious and transparent use of BTU-
owned credit cards, as well as the integrity of the reporting.

7. Develop and implement a personnel manual in conjunction with any collective
bargaining agreements in place. Evaluate and, where necessary, modify internal
procedures for tracking and accumulation of sick leave and vacation for officers and
staff. Additionally, review with legal counsel the BTU staff pension plan for
compliance with all applicable federal laws.

8. Develop and implement a policy manual that should include, but not be limited
to, a conflict-of-interest policy, a whistleblower policy and a document-retention

policy.

9. Review all leases and contracts with outside third parties to ensure that the BTU is
receiving what has been contracted for and that such agreements are for goods and
services that are reasonable and necessary. Renegotiate these agreements where
necessary. Included in this review should be BTU insurance policies to ensure that
proper coverage is in place.

10. The FM should work with the BTU COPE committees to comprehensively
revamp the procedures for collecting donations and making political contributions.
Clear and concise policy on political activities and contributions should be
established. Each committee's governance documents should be reviewed and
modified to make sure it is operating in accordance with applicable Florida law and
is making the necessary filings. The FM shall work with the AFT COPE department,
as well as with outside legal counsel with experience in federal and state election
law, to implement the program and to develop training for the BTU staff, officers and
executive board members. In this connection, the AFT notes that it has already
begun a process to communicate with all affiliates concerning these issues in
connection with the federal elections in 2012. These communications will include a
clear statement of the federal contribution limits and of the rule against
reimbursements.

11. The financial manager should prepare a six-month, one-year, 18-month and
final status report as to the condition of the BTU. These recommendations should be
enacted by the end of the BTU fiscal year, June 30, 2012.

12. Once the BTU president, officers and executive board members have had an
opportunity to review this report and make comments, this report, or its contents,
and/ar a summary (including its recommendations and comments), must be made
available to the BTU stewards and general membership.

The AFT is a federation of autonomous state and local affiliates. We are united by the
AFT constitution and bylaws, The AFT respects the autonemy of its locals and supports
their efforts to solve problems on their own. Upon the invitation of the Broward
Teachers Union, we conducted a review of the financial situation of the Iocal and are
now supplying to you the results of that review, along with our recommendations.
Putting these results into your hands gives the local the opportunity to take steps to
correct the financial problems that the report discloses. Our constitutional obligation
does not end there. We have a continuing obligation to protect the interests of the
members; and to that end, we will be monitoring the progress of compliance with cur

recommendations.
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We appreciate the cooperation alforded us during our visits, and will make ourselves
available to discuss our findings as well as our recommendations.

ldman III, CPA as
efal Manager for Financial Operations

cc: Randi Weingarten





