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UNITED STATES DISTRICT COURT DOC #:
SOUTHERN DISTRICT OF NEW YORK i
___________________________________ 5 DATE FILED: _
; ot
UNITED STATES, : 88 CV 4486 (LAP)
v . MEMORANDUM AND ORDER
INTERNATIONAL BROTHERHOOD OF
TEAMSTERS, et al.,
Defendants. :
___________________________________ X

RE: IRB APPLICATION 131 (DON HAHS)

The Independent Review Board (“IRB”) of the
International Brotherhood of Teamsters (“IBT”) submitted
Application 131 concerning disciplinary action taken
against Don Hahs (“Hahs”), former National President of the
Brotherhood of Locomotive Engineers and Trainmen (“BLET”),
a division of the IBT’s Rail Conference. Based on the
recommendation of the IRB, Hahs was charged with breaching
his fiduciary duty to ensure that union funds be spent only
for union purposes. Despite the voluminous exhibits
received at the hearing, the case is really quite straight
forward. Hahs was charged with causing the BLET to pay for
Cleveland Cavalier playoff and season tickets, his wife’s
travel expenses, and other personal expenses for which
there was no union purpose. The charge was upheld by the

IBT after a trial before a hearing panel. Following the




submission of objections by Hahs, the IRB found that the
IBT's decision upholding the charge against Hahs was “not
inadequate.”

For the reasons set forth herein, Application 131
is granted, and the IRB’s “not inadequate” finding with
regard to the charge against Hahs is upheld.

BACKGROUND

A. Proceedings Regarding the IRB-Recommended Charge
Against Hahs

On September 13, 2007, the IRB referred to the
IBT its charges that Hahs had embezzled and breached his
fiduciary duty by causing the BLET to pay for non-union
related expenses, in violation of Article II, Section 2(a),
and Article XIX, Sections 7(b) (1), (2), and (3) of the IBT
Constitution. See Application 131, Ex. A, at 2.
Specifically, the IRB recommended that the IBT file charges
against Hahs for causing the BLET to purchase Cleveland
Cavalier playoff and season tickets for the 2004-2006
seasons. Id. at 5-14. The IRB also recommended that the
IBT file charges against Hahs for causing the BLET to incur
expenses for his wife, Janice Hahs, who was not a BLET
member or employee, to travel to numerous BLET events and

for his grandson, Derek Hahs, to attend BLET events. Id.

at 15-38.




On September 24, 2007, the IBT's General
President James P. Hoffa (“IBT President Hoffa”) filed the
IRB-recommended charges. See Ex. C. Hahs’ counsel
requested that the charges be referred to the IRB for
“further proceedings” because the charges were “complex”
and would involve interpretation of the merger agreement
under which the BLET became a division of the IBT. See
Ex. B. The IBT granted Hahs’ request to refer the matter
to the IRB. See Ex. C. By letter dated October 16, 2007,
the IRB notified the IBT of its determination that “there
is no basis for a request for the IRB to hear this matter.”
Ex. F. The IRB referred the charges back to the IBT, and
IBT President Hoffa appointed a panel to hear the charges
against Hahs. See Ex. G. The three members of the hearing
panel were Denis Taylor, President of Teamsters Local 355,
Stan Hennessy, President of Teamsters Local 31, and Robert
Svob, Jr., a BLET member. See Hx. K, &t 1-5.

The hearing panel heard testimony from Hahs, who
was represented by counsel, and seven witnesses called by
Hahs on February 4, and 5, 2008. See BEx. K, at 1-5, 261-
63. By letter dated March 14, 2008, IBT President Hoffa
advised Hahs that he had adopted the Report and
Recommendation of the hearing panel (1) holding that Hahs

“improperly caused the Union to expend funds where there




was no Union purpose for the expenditures and in
circumstances that were calculated to benefit himself
personally,” Ex. L, at 11-14, and (2) recommending that
Hahs be fined $44,963.97, the net expenditure by the BLET
for the Cleveland Cavalier tickets and the travel expenses
of Janice Hahs, that Hahs be removed from BLET office and
employment until 2010, the end of his term as BLET
President, and suspended from BLET membership for one year,
see id. at 14-16 (the “IBT Decision”).

Hahs submitted his objections to the IBT Decision
to the IRB on May 1, 2008, asserting that (i) he was
erroneously fined the entire cost of the Cleveland Cavalier
tickets because the tickets had been used by other BLET
members, see Ex. O, at 6; (ii) the imposition of a fine in
the amount of his wife’s travel expenses ignored testimony
regarding the BLET’s “long traditions and practices”

regarding the travel of spouses, see id. at 8; and

(iii) “the promise of autonomy extended by the IBT to the
BLET in the unions’ 2004 merger requires reversal of the
fine assessed by the IBT in these proceedings,” see id. at
13-15. By letter dated May 13, 2008, the IRB advised Hahs

of its determination that the IBT Decision was “not

inadequate.”




B. Application 131

On June 19, 2008, the IRB submitted to this Court
Application 131, seeking a ruling upholding May 13, 2008
decision finding that the IBT Decision was “not
inadequate.”

The Consent Decree provides that the IRB shall
monitor disciplinary actions taken by any IBT entity on
IRB-recommended charges to determine whether the charges
were “pursued and decided” by that IBT entity “in a lawful,
responsible, or timely manner” and whether the resolution
of those charges is “inadequate under the circumstances.”
Consent Decree §{ G(f); see also IRB Rules § I(7).

Although the Consent Decree contains no express
procedure by which a union member disciplined by an IBT
entity on IRB-recommended charges may appeal such a “not
inadequate” determination to this Court, the IRB has
followed a practice of facilitating judicial review of its
“not inadequate” determinations when a charged party
demonstrates his intention to seek review of a “not

inadequate” finding. See United States v. IBT (Gillen), 88

Civ. 4486 (LAP), 2008 WL 2743695, at *2 (S.D.N.Y. July 14,

2008); see also United States v. Boggia, 167 F.3d 113, 120

(2d cir. 1999) (upholding district court’s affirmance of

IRB “not inadequate” determination); Sombrotto v. IBT, No.




01 Civ. 9285 (LAP), 2003 WL 252156, at *4 (S.D.N.Y. Feb. 3,
2003) (“This Court may also review IRB determinations that
union discipline is ‘not adequate’ when requested by the
IRB.”). Accordingly, the IRB submitted Application 131, by
which the IRB requested that the Court adopt the IRB’s
determination that the IBT handling of the charge against
Hahs was "“not inadequate.”

Discussion

I. Standards of Review

A. Review of IRB Decisions

The standards governing review of IRB
disciplinary decisions are well established. This Court
reviews determinations made by the IRB under an “extremely

deferential standard of review.” United States v. IBT

(“Carey & Hamilton”), 247 F.3d 370, 379 (2d Cir. 2001);

United States v. IBT (“Simpson”), 120 F.3d 341, 346 (2d

Cir. 1997); United States v. IBT (“DiGirlamo”), 19 F.3d

816, 819-20 (2d Cir. 1994), cert. denied, 513 U.S. 873

(1994). The IRB Rules, which were approved by this Court
and the Court of Appeals, provide for review of decisions
of the IRB under “the standard of review applicable to
review of final federal agency action under the

Administrative Procedure Act.” 1IRB Rules § O; see United

States v. IBT (“IRB Rules”), 803 F. Supp. 761, 805-06




. (8.D.N.Y. 1992), aff’d as modified, 998 F.2d 1101 (2d Cir.
1993). Under this extremely deferential standard, an IRB
decision may be set aside only if it is “arbitrary,
capricious, an abuse of discretion, or otherwise not in

accordance with law.” Carey & Hamilton, 247 F.3d at 380

(quoting 5 U.S.C. § 706(2) {(A)).
In accordance with that standard, this Court
reviews “the IRB’s findings of fact for ‘substantial

evidence’ on the whole record.” United States v. IBT

(“Giacumbo”), 170 F.3d 136, 143 (2d Cir. 1999). “The

substantial evidence test is deferential.” Id.

. “Substantial evidence is ‘something less than the weight of
the evidence,’” Simpson, 120 F.3d at 346 (quoting
DiGirlamo, 19 F.3d at 820), “but something ‘more than a

mere scintilla,’” id. (quoting United States v. IBT

(*Cimino”), 964 F.2d 1308, 1311-12 (2d Cir. 1992)).

“Substantial evidence includes such relevant evidence as a
reasonable mind might accept as adequate to support a
conclusion.” Id. (internal quotations omitted). Moreover,
the mere possibility of drawing two inconsistent
conclusions from the evidence does not prevent the IRB’S
findings from being supported by substantial evidence.

Carey & Hamilton, 247 F.3d at 380 (citations omitted). The

IRB’s findings cannot be overturned merely by identifying




alternative findings that could potentially be supported by

the evidence. See Arkansas v. Oklahoma, 503 U.S. 91, 113

(1992) (“The court should not supplant the agency’s
findings merely by identifying alternative findings that
could be supported by substantial evidence.”). Rather, the
Court must find that the evidence “not only supports [a

contrary] conclusion, but compels it.” INS v. Elias-

Zacarias, 502 U.S. 478, 481 n.1 (1992) (emphasis supplied).

B. Fiduciary Duty of Union Officers

The nature of the fiduciary duty owed to the
Union by its officers is also well-settled. “As a
fiduciary, an IBT officer enjoys the trust of the general
membership. In exchange for this privilege, each officer
is bound to serve the membership’s interest.” United

States v. IBT (“Ross”), 826 F. Supp. 749, 756 (S.D.N.Y.

1993), aff’d, 22 F.3d 1091 (Table) (2d Cir. 1994) (internal

marks omitted); see also United States v. IBT (“Sansone”),

981 F.2d 1362, 1368 (2d Cir. 1992) (“Every IBT officer is a
fiduciary with respect to the Union members, and has a duty
to disclose and remedy wrongdoing by the IBT.”) (internal
marks omitted). The Court of Appeals has held the duty to
be expansive, noting that it is the duty of each Union

official “to refrain from dealing with the [IBT] as an




adverse party . . . in any matter connected with his

duties.” Carey & Hamilton, 247 F.3d at 381 (emphasis
added) . Nor is an officer’s fiduciary duty satisfied
through “passivity and willful ignorance.” United States

v. IBT (“Sansone”), 792 F. Supp. 1346, 1354 (S.D.N.Y.

1992), aff’d, 981 F.2d 1362 (2d Cir. 1992). IBT officers
cannot avoid responsibility “by shutting their eyes to
allegations” that their fellow IBT members engage in

corrupt or improper activity. United States v. IBT

(“Coli”), 803 F. Supp. 748, 755 (S.D.N.Y. 1992).

IT. Application

Applying these standards, the IRB’s determination
with respect to Hahs is easily affirmed. The IRB acted
well within its discretion when it upheld the IBT Decision
finding that Hahs had breached his fiduciary duty by
causing the BLET to expend union funds for non-union
purposes. The IRB also acted within its discretion in
upholding the penalty imposed on Hahs - a fine in the
amount of the BLET’s net expenditures for the Cleveland
Cavalier tickets and Janice Hahs’ travel expenses, removal
from BLET office and employment until 2010, and suspension

from BLET and IBT membership for one year.




A. The IRB’s Decision Upholding the IBT'’s
Finding that Hahs Breached His Fiduciary
Duty is Supported by Substantial Evidence

The IRB acted well within its discretion in
upholding the IBT’s finding that “Hahs improperly caused
the Union to expend funds where there was no Union purpose
for the expenditures and in circumstances that were
calculated to benefit himself personally.” See Ex. L, at
10-14.

As National President of the BLET, Hahs had a
fiduciary obligation to ensure that union funds were used
only for union purposes. See 29 U.S.C. § 501(a) (duty of
union officers to “*hold its money and property solely for
the benefit of the organization and its members and to
manage, invest, and expend the same in accordance with its
constitution and bylaws”); IBT Constitution, Article XIX,
Section 7(b) (3) (prohibiting embezzlement or conversion of

funds) ; see also Carey and Hamilton, 247 F.3d at 381 (IBT

President “had fiduciary obligations to IBT members in
handling the union's money”) .

Substantial evidence in the record supports the
IBT’'s finding that Hahs caused the BLET to incur expenses
for (1) Cleveland Cavalier tickets for the 2004-2006

seasons, which were not used for union purposes; and (2)

10







