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AWARD

General Background

This is the first of a number of contracting outegeances arising between Algoma Steel
Inc. and the United Steelworkers of America, Ld¢2b. There are five grievances
covering consecutive 21 day periods. Each grievencempasses the union’s
allegations of incidents of improper contracting within each of the five periods. In all,
there are some 183 alleged violations. In my vieshear these allegations in the normal
course would defeat the parties’ right to a speedyplution of the disputes that arise
between them.

The parties have negotiated a unique process &indewith the contracting out of
work. The implementation of that process is si#leloping. The parties have an over-
riding interest in continuing to refine and advattoe implementation of that contract
language. In that vein, the matters before melug/not only the individual disputes,
but also include the larger concerns of furthetlggimplementation of the overall
process, a process seemingly intended to resobledisputes before they develop.

Part of the contracting out provisions is set auhie “Letter of Agreement Re:
Contracting Out Review”. One requirement of th#tele which has not yet been
implemented, is the Dispute Resolution Procedurfelbsvs:

Dispute Resolution Procedure

The parties must develop an expedited processtdveedisputes and issues surrounding
contracting out including the reasonableness bkeparty’s position with respect to any
issue, including whether or not items, functionsctivities should be placed on the
Exemption List.

This provision confirms that the parties recogrilz it is to their mutual benefit to
engage in a process that quickly addresses theiraming out disagreements. To that
end, and in accordance with my jurisdiction unde¥8s(12) to control the arbitration
hearing process, | proposed to conduct the heafitigese matters in a fashion that will
assist the parties in the development of the “DisfResolution Procedure” set out above.

The union produced a volume of documents relatrigé¢ allegations included in each
grievance. Each volume includes the documents artetplars relating to each

allegation of improper contracting out. The unisrtd be commended for having
marshaled its case in such an accessible fashpopbsed, and the union then provided,
a brief statement explaining its facts and argushegiaiting to each allegation.

The employer reviewed that documentation and pex/& written response setting out a
brief summary of its facts and arguments and pingidther documents it intended to
rely upon.



All of the documents were provided to me in advaswéhat | might review them prior to
the hearing.

The following principles were agreed upon and ferset of Rules of Procedure that may
be added to from time to time:

1) The parties will file generic material as wedlmaterial that specifically relates to the
instances of contracting out raised by the grieganc

2) The generic, or precedent, material will congfgtiree categories, being the primary
documents giving me jurisdiction, Algoma Steelgprudence and other jurisprudence
external to Algoma Steel. The precedent materillb&i compiled into a “Precedent
Book” which may be added to as these matters aglls® as to create a permanent
shared resource upon which the parties may réiytime disputes;

3) The material relating specifically to the pautar instances raised by the grievances is
to consist of copies of any documents upon whiehpidrties intend to rely, along with a
statement of facts and arguments. These being @niewances, the union shall file its
material first. The employer will file respondingaterial,

4) The statement of facts and arguments will inelacdconcise summary of the facts
relied upon, the law relied upon, drawn from thededent Book and the outcomes, or
remedies, requested;

5) In the event that either party seeks to conttate facts of the other party, they will
notify the other party, following which witness &ment(s) will be provided by the
challenged party that set(s) out the witness’sexwe in chief. The witness is to be
made available on the day of the hearing, to bessexamined by the party challenging
the facts, subject to the arbitrator’s directiomhat hearing;

6) Copies of the above material are to be forwatddte arbitrator in advance of the
hearing;

7) At the hearing, the union will present a sumnwrigs case, based upon the material
filed. In the event that the employer has challenipe union’s proposed facts, the need
to cross-examine any union witnesses will be adaikat that time. The employer will
then present a summary of its case. Again, in Weatehat the union has challenge the
employer’s proposed facts, the need to cross-exaamny employer witnesses will be
addressed at that time. The union will subsequératiye an opportunity to reply to the
employer’'s summary;

8) The arbitrator may reserve any decision on ta#enfor a period not exceeding two
weeks. Brief written reasons will be provided stiffint to assist the parties in resolving
future matters;



These Specific Proceedings

This specific matter is the first allegation, teatpl T-05-354, contained in grievance
number 05-538 and involves the company’s decisiaontract out the repair of Heavy
Lift Transport Dump Boxes. The general factual eahts captured by the following
excerpt from an email sent by Brent Lanaway on 14ly2005. Mr. Lanaway is the
Shops Superintendent:

SUBJECT: #217 & #5 cetc box rebuild

Guys, Ctec box availability is now an issue duthtonew scrap handling program in #2
bosp. Currently there are 2 boxes out of servicén@jor” rebuilds and 18 boxes with
problems with the cylinder locking devices. Ourtoaser (transportation) and his
customer (#2 bosp) want an expedited repair scbedul

Our proposal is to contract out the 2 boxes fouildand work overtime on the 18 boxes
with locking device issues. In addition we needhsiall locking device “protection
guards” on the balance of the fleet (12-15 units).

The car shop is continuing to work high levels wédime to deal with ongoing work and
backlog on lime car repairs, iron ladle fleet macel repairs as well as preparation of
spare running gear assemblies for the replacenutthe hor #26 ladle. In addition a
safety job for Kmagg bumpers, casob boxes andmaad equipment.

I will schedule a meeting for discussion next weekl.Rouleau will be replacing me at
the meeting.

A meeting was held at which T-05-354 was discus$hkd.discussion was summarized in
an email from Bob Roussain as follows:

SUBJECT: Union’s View re: Discussion regarding tésg 05-354 “Full scope rebuilds
for #5 and #217 CTEC Boxes”

Gentlemen, on behalf of the Union and the UMC, Kl&Vans, here are some of the
pertinent points brought up during the discussidns is NOT a formal response from
the Union regarding the Company’s request to cohtyat Bargaining Unit work.

2 CTEC Boxes require full rebuild

15 other boxes require and upgrade that takes appédrs x two men (one car
repairman and one shops welder)

There are no formal inspection records. Reporttherconditions of various ctec pallets
and boxes are made by the trucks foreman and thdexwar repair gang.



No formal pm or repair program exists and hencedaling of the work as per shops
practice) is not easily accomplished. (lack of falimed inspections and reporting as
well).

The car shop bay is capable of holding two ctetefsafor repairs and a third area could
be used for repairs of 16 hrs or less durations.

Switching of ctec pallets in an out of the car skeopot consistent. It was reported that
boxes sat in the shop up to a week prior to removal

The inspection and location of the boxes is diffietl best and once they are in service
there is a reluctance to take them and substitat® for another box.

There is little to no communication between thet@oner and service provider on the
best approach for these repairs as evidenced kyfaecord keeping and lack of
negotiated repair scopes and repair times/duration.

These boxes will be in service as long as ASI makesl from scrap or hauls scrap from
its mills.

Currently on average there is one car repairmaroardvelder assigned to the area on
dayshift and overtime usually consists of the same.

Preparation of plate and shapes for replacemehbgres is limited to the
capacity/backlog encountered in the shops depheitait area (where the material is
prepared for all shops work).

Approximate manpower allocation for repairs:
a. locking devices (not proposed for contracting @men @ 16 hrs each times 18
locking devices.
b. Full scope rebuild: duration approx. 3-8 wks cogéint on crew size (this is
proposed for contracting out)

Alternatives:

1. Immediately institute a regular, inspection, repmgyt and scheduled repair
program for boxes and pallets

2. Immediately initiate repairs to boxes requiring ksast amount of work (using
ASI employees), this would put more boxes in sergiondition faster.

3. Boxes requiring full scope repairs should be dogmr the end of the campaign
when volatility (box availability) is less. Thesdlfscope repairs to be done using
ASI employees at the Car Repair Shop.

4. Manpower may be augmented in the following ways:

a. OT spareboard for car shop, internal then planewid
b. temporary assignment of skilled individuals curkgmtorking labour.
c. hire new employees with the necessary skill toqgrerfthe work required



d. train existing and new employees to have the nacgskills to perform
the work
5. Go to the Joint Steering Committee if requirednbplement these alternatives

The union’s submission, in essence, is that thepemy has failed to keep the
complement of bargaining unit employees high endogto the work required.
Accordingly, an artificial need has been createdaistract work out. At the same time it
maintained that there was sufficient interest i &nops to perform this specific work.
That is, this work could have been completed omrtowe.

The company, on the other hand, says that the gmgdovere working so much
overtime that there was no reasonable prospectttizatvork could be completed in a
timely manner on overtime. Mr. Lanaway unequivocaljreed that the impediment to
keeping this work in-house was a shortage of maepo@n that basis he could not
accept that there was any need or utility in pgsgitant-wide to bring in workers to the
shops to do this work on overtime. To do so wolrapdy be to export his manpower
shortage to some other department.

The union, in order to resolve its contradictorgigons, advised that it would restrict its
submissions here to the need to hire more emplojte®samined earlier collective
agreement language that dealt with agreed upoiingtaéductions as determined by the
Haefling Award [Algoma Steel Inc. and USWA Local322(unreported, Haefling,
November 29, 2004)]. It said the company went bdythise staffing reduction limits,
which has led to this contracting out and an oVeirerease in grievances relating to
contracting out.

The union said the collective agreement lays atléar process for contracting out that
requires the company to follow specific administasteps that could potentially result
in hiring more employees in order to keep the woskde. The company is required to
hire in sufficient numbers to address the workloBte company here has agreed it does
not have sufficient manpower to do the work andlegees have reached their overtime
maximums, in the Shops and elsewhere. The prowsibithe collective agreement were
an attempt by the parties to fashion a processatbald drive both parties to the same
conclusions on staffing. That process contemplitesonsideration of a five-year period
of historical data to ensure that arguments angldes are kept to a minimum. The
company has failed to follow that process.

The employer submitted that it is undisputed thate were not sufficient qualified
persons to perform this work. Accordingly, the camyp was free to contract the work
out. It said that | have no jurisdiction to requine company to hire more staff. That is a
prerogative reserved to management. The empley&wed the history of the parties’
relationship and concluded that the current cohteaxguage reasserted management’s
right to manage following a period of joint managgrn Although the current language
is not ambiguous, the parties are still struggiiitp its implementation and neither party
should be saddled with negative consequences fpopged breaches of directory, not
mandatory, requirements as they pertain to overtime



| turn now to a brief consideration of the collgetagreement provisions that touch on
contracting out as raised by the parties.

The union relied on article 1.01.10, the relevattipn of which is as follows:

1.01.10 The Company recognizes the Union as tleebsolyaining agent

for all the employees of the Company (within theamag of the

term employee as defined in the Labour Relations R«S.O. 1960) in Sault Ste.
Marie, Ontario, which the following exceptions: ...

This article is not applicable to the present ainstances because the people doing the
contracted out work are not employees of ASI.

Of direct importance is article 1.02.10

1.02.10 Except as agreed to by the Local Unionkwormally performed by
employees within the bargaining unit or similar Wwarhich has been past practice
to have performed by employees within the bargaininit shall continue to be
performed by employees within the bargaining wextept when employees with
the necessary skills are not available for suchkwdo employee will be
displaced from his job or be laid off or continoebe laid off as a result of the
company contracting out such work. Where a sufficreimber of qualified and
eligible employees are available, they will be oéfibto work overtime prior to
contracting out such work. (This sentence and cdmant cannot cause another
problem re: rest periods, pyramiding, etc). The @any may contract out work
not normally performed by employees within the laamong unit, but shall,
whenever practicable, and especially during laydfése such work performed
by employees within the bargaining unit.

1.02.11 Subject to the provisions of the “Exempdiarst” section of the Letter of
Agreement re: Contracting Out Review, the followprgcess will be followed
for work that the Company is considering to cortrad

1. If contracting out is being considered, a casting out template (the
‘template’) will be immediately initiated by managent. The template will
include the following:

a. location, type, duration and a detailed explanatibtine work
and the designated contact person;

b) occupations involved and the anticipated use afdiamg unit
forces;

c) the effect upon the operations, if the work is canpleted in
a timely fashion



d) copies of any bids from outside contractors andiatgynal
estimating done by or on behalf of the companyndigg the
use of the outside contractors, if available;

e) the date and time by which a response must beviert;eand,

f) the reason for the need to contract out the woek ifhanning,
equipment, etc.)

The template is to be forwarded to the affectedv8td(s), the “Union Co-Chair
of the Union Management Committee” for review, dission and resolution. The
Union Co-Chair of the Union Management Committek pvbvide a response to
the designated contact person by the designatedchddttime

2. Should the Union Co-Chair of the Union Managemenmn@ittee believe a
meeting is necessary, a written request will beenaithin two (2) days
(excluding Saturdays, Sundays, and holidays) ta#ségnated contact after
receipt of the template. The meeting will be helthim three (3) days
(excluding Saturdays, Sundays and holidays) theneat such meeting, the
parties shall review the plans for the work to Befgrmed and the rationale
for using outside entities. The parties will bevpded with all of the available
information concerning the issue at hand.

3. If agreement is reached, the completed templateb@iforwarded to the Joint
Contracting Out Review Committee.

4. If agreement is not reached or a timely responsetiseceived from the
Union, and the Company contracts out the workithsn may file a general
Nature Grievance. The template will be forwardethtJoint Contracting
Out Review Committee.

5. Notwithstanding the foregoing or any other itemhiitArticle 1.02, or the
Letter of Agreement re: Contracting Out Review, plaeties recognize that
work of an emergency nature may be contractedf ¢l ialternative would
be to place the facilities and/or employees anat #reployment security in
jeopardy.

As is evident from this article, the parties halsmantered into a “Letter of Agreement
re: Contracting Out Review”. That is reproduced®ppendix “A” hereto.

For present purposes it is sufficient to note thatparties have agreed to a
comprehensive and ongoing process to review theedeyf contracting out that is taking
place. That review has a monthly component, a gdgrtomponent and a yearly
component. The yearly exercise is particularly wotehy. Part of that exercise is the
aggregation of the data from the ongoing reviews ‘a graph along with the rolling five
(5) year data for each trade/area”. (“Addendum @®ntracting Out, paragraph 4).



The Addendum goes on as follows:

1. With the benefit of this graph, the parties wikthattempt to agree on the proper
force level for each of the ASI trades coverechim Block Planning Process. This
will be accomplished by establishing a ‘staffinggi on the graph that best
represents the level of sustainable work that A&lds could perform (includes
scheduled work, overtime, backlog/deferred work] grat work which will be
‘contracted in’).

2. Once this process is complete, all work that exseleid agreed to level may be
contracted out subject to the terms contained withe “Exceptions” section.

3. Once this Force level is established, the partidgeview the anticipated
attrition rate for the up-coming year in their etfoto determine whether or not
given the outcome from Item #5, there is a neddradditional forces into ASI.
If the analysis shows a need to hire, the contedqtasting procedures will be
followed. An external hiring process will commerntthere are not a sufficient
number of qualified internal applicants in eachi¢réghat was identified.

It is readily evident that if the process is folledvadditional forces may be hired in order
to reduce the amount of contracting out of barg@ninit work.

The review process outlined in the “Letter of Uredanding” begins with the monthly
meetings. Arbitrator Carrier found that those nregsiwere not taking place as required
and ordered that they do so. [Algoma Steel Inc.\@88VA, (unreported, Carrier,
October 11, 2005)].

The monthly review by the Joint Steering Committas both a prospective and
retrospective aspect. It's forward-looking roléageview anticipated contracting-out for
the next quarter and beyond. In this matter, tke bbxes were being sent for repair as a
result of the company adopting a new scrap hangiirogram. That program had been
under discussion for some time and must have beewrkto the Joint Steering

Committee (hereafter JSC), entailing as it did améntal changes to the handling of
scrap metal.

In addition to its forward-looking role, the JSQiéshave produced to it, by the
Company, “a detailed reporting of the work perfodny outside contractors for the
previous period (since the last report) using tHermation that is available.” If the
templates are being properly filled out, that foatah information would be available in
order to produce the required report.

In my view the requirement to provide a templatsandatory and the information to be
included is prescribed by article 1.02.11. Failareomplete the template in the form
required is a violation of the collective agreeménespective of the validity of the
contracting out which is the subject matter oftdraplate. | reach that conclusion on the



basis that the templates are the first-rung dateceaupon which the entire contracting
out review process rests. If the parties are taldde to fulfill their mandate to manage
contracting out in accordance with the Letter oflemstanding and its Addendum, they
must have the data to do so. Production of the letegpis a substantive requirement of
this collective agreement.

It is not to be lost sight of that the primary ditige governing contracting out is article
1.02.10, set out above. There is no issue heretbatvork in question is work normally
performed by bargaining unit employees. Also, n@lelyee was laid off as a result of
the contracting out.

The article first requires that the work be perfedhby bargaining unit employees except
when employees with the necessary skills are raitable for such work.” It is agreed
that there were not sufficient employees to singdgign them the work. That is the
essence of the union’s case.

The article goes on to provide that, “Where a sidfit number of qualified and eligible
employees are available, they will be offered tokvavertime prior to contracting out
such work.” The employer’s evidence was that noreffwere made to canvass for
overtime in spite of it being obliged to make th#brt. That is, no efforts were made to
enquire plant-wide whether “qualified and eligiblrhployees might be interested in
such an overtime opportunity. Also, the companyrdilknow they would not get
volunteers. The bases upon which the Shops Supedent decided not to canvass plant-
wide for overtime were the statistics available #mlurgings of other managers that they
too had reached maximum levels of overtime. Thaing overtime obtained from other
departments would have likely resulted in thosead®pents having to contract out their
excess work. In my view that is not the test. Cagting out has been dealt with
extensively in this collective agreement, and gasnething that the collective agreement
seeks to avoid. Without making enquiries, the camgpaas unable to ascertain whether
other work might be deferred. Further, employeemfother departments might have
preferred a steady overtime opportunity in the Shdjne company was obliged by the
collective agreement to determine whether a seffichumber of qualified and eligible
employees were available in order to offer thiskvam an overtime basis prior to
contracting out such work. If that cascaded thereoting out to another department, that
would simply be the result of the parties’ collgetagreement.

In addition, the template required by article 1102includes the “location, type, duration
and a detailed explanation of the work...”. Such ilegdacking from this template.

That is the very information that would be necegsaorder to canvass for overtime
outside of the Shops. Had the structure of the lat@fppeen followed, the company
would have had the information required to offex dvertime.

Finally, | have not needed to consider the “LetteAgreement Re: Contracting Out” of
April 1992. However, in my view, to the extent tltatprovisions are contradicted by the
newer letter, the newer letter’s provisions prevalil



In the matters before me the union asks for tHewviahg relief:

a declaration that the Company has violated thé&ractmg out provisions of the
collective agreement;

an order that the research and information requireter “Addendum A” be
supplied,;

an order that the company provide sufficient mansgg resources to ensure
completion within an ordered time-frame;

that the aforesaid research be performed in cotipmwith the union;

That the Joint Steering Committee be ordered touds the issue within the time-
frame;

Barring agreement on a staffing line, that | take information relied upon by the
parties and declare which party’s proposal is mmeasonable;

As regards template T-05-354, the union seekdloss and a special remedy of
$2,500 in damages

Most of the relief requested deals with macro lésglies. That is, the back-end of the
contracting-out process. Such relief would be pteneaat this point given that we are
dealing with one template amongst dozens. Howéne=final request is reasonable in the
circumstances.

The union is awarded $2500 for the violations descdrabove.

Dated this 20th day of June 2006

Daniel Harris, Sole Arbitrator



