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1.0 _Purpose

The purpase of this report is to provide information used to support management decisions on
contracting strategy and techmigues for attracting and retaining sufficient critical manpower
levels to mest project schedules, :

The information which has been assembled herein concludes there is a significant probability
that skilled manpower shortages wil! Impact the Jatan project.

Recommendations are suggested in Section 7 in the event certain crafts experience problems
with manning,

Information on the following issues is provided;
» Competing projects in the KC locat unions jurisdiction
+ Total manpower estimated on brojects for critical crafts of BM, PF, IW and FLECT
«  Craft productivity _
» Unfon craft wage and fringe packages with contract durations
+  Total KC union locals membership

+ Review of the NMAPC agreement

» Comments concerning jobsite safety

1.1_Competing Projects

A time scheduled bar chart with critical manpower lcading is shown on attachment 1.
Projects for power, oil refining, autg, ethanol, major commercial are shown that affect the KC

local unions,

Also major industrial projects in the St. Louls area are listed for 2008-2010,

The KC metro area has $4.7 billion in major bullding projects from 2008-mid 2010. This woutd
require 4500 construction crafts on average. A reasonable rule of thumb for peak manpower
Fequired increases this by 50%, In addition, other middle market commercial is $2-53 piltion
per year with 50% of that total non union. This equates to another 2800 union crafts at the

51.5 bitlion spending level,

The boilermakers union will not be affected by the commercial projects. It is estimated that
the other critical crafts will be affected as follows for commercial work;

Pipefitters {construction fitters) 7300 totat avg. x 6% = 438 avg. to 660 peak
ronworkers ' - 7300 total avg, x 16% = 1168 avg. to 1750 peak
Electricians {construction} 7300 total avg. x 12% = B8O avg. to 1320 peak

Expected spending for industrial facilities in the United States is $270 billion in the next 2
years,
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Peak spending in the gulf coast alone is 540 billion in 2008 and S50 billion in 2009 with a peak
of $100 billion in 2011, As reported by Fails Management Institute, a construction information
and research group, this equates te a national craft shortfall in non residential construction in

2008 as follows;

Boilermakers - 20%
Ironworkers - 10% .
Pipefitters - 21%
Electricians - 14%

The top three busiest states for industrial construction are California, Texas, and Klinois,
California and Texas are major non union users, However, litinois Is mostly unfon and competes
for IATAN manpower, lilinois has more than 340 industrial projects totally $37 biltion planned
to start in 2008 and beyond, The power industry in itlinois accounts for 64% of the project
spending or 523 billion.

1.2 Critical Craft Manpower

Critical crafts for the purpose of this report are boilermakers, pipefitters, ironworkers and
electricians. Histograms showing the critical craft loading are shown on attachment 2. Totals
are only for the KC locals, For example, pipefitters on Thomas Hill come out of the St. Loufs
tocal and are not included in the histogram totals,

1.2.1 Boilermaker L83 requirements peak out at approximately 1500 in September and October
of 2008 and 1300 in March and April of 2009, Local 83's membership is 555 journeymen plus
215 apprentices. Lacal 83 increased its membership by 220 members, from 550 to 770,
between 2006 and 2007. In 2007, they had 400 travelers and 2006 they had 700 travelers.
They have exceeded futl employment since 2004.

Nationally in 2007 there were 15 boilermaker locals who had full employment. This totaled
6100 local members and an additionat 2500 travelers working in these locals. There were 39
boilermaker locals who did not have full employment with a membership of 13,700, It is
estimated that 3500-4500 of these members would travel,

Local 83's wage of $31 per hour and total package of $49.76 is higher than the locals in various
areas as followed:

South central { TX, LA, OK ) by $7hr wage and $11 total pke.
Southeast by $5hr wage and $10 total pkg.
Mountain states by $5hr wage and § 6 total pke.

There are 3000 members in locals without full employment. Therefore, we coutd conclude that
30% or 4500 of these members would travel. Hlinols and Indiana will compete with IATAN for
boflermakers requiring an estimated 2000~ 2500 more boilermakers than the {ocal membership -
has.
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1.2.2 Pipefitters 1533 has 1130 members made up of 943 journeymen and 167 apprentices,
Service truck fitters number about 400 thus teaving construction pipefitters and welders of 730,
250 of the 730 are heavy industrial experienced fitters and welders.

Presently, there are 100 Pipefitters on the out of work list, However, they are working 50
travelers now. The local KC contractors keep 600-700 members employed on a steady basis,
This includes the 400 service fitters. Loading breakdown for Feb 2008 is as followed;

Power plants other 100

Power plants IATAN 130 i
Project commercial {KC constr.) Y]

Service (KC constr.) | 400

Commercial/Lt.nd. (mostly KC constr.) 200

Off Work 100

Total = 1100

Supply breakdown 1s as follows;

Service fitters 400
Construction fitters 480
industrial fitters/welder 250

Total= 1130

I 533 has averaged 60-120 members out of work for the past four years, : |

When considering the KC contractors steady employment of 600-700, this leaves approximately : ‘
360 available for hire in the hall, ' !

The peak loading will occur 4 quarter of 2008 and most of 2009 at approximately 1300
average and a peak at 1500.

The local 533 wage rate of $35.28 is one of the highest in the Midwest and exceeds rates in the
south and southeast by §10,00 per hour. The local business manager has reported a steady
flow of calls from travelers wanting work in KC, Local 533 covers counties in west central MO
and 4 in east central Kansas.

1.2.3 Ironworkers Local 10 Covers work in western MO and eastern Kansas with 1200 members
made up of 900 Journeymen and 300 apprentices, Presently they have full employment with
an additional 150 travelers,

The make up is as follows;

Re-Bar 400

Cert. Welders 200

Connectors/Riggers 600
: Total = 1209

Page 3 of 11 CONFIDENTIAL & PROPRIETARY
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Attachment 4

Kansas City Union Membership

Craft / Local Journeymen Apprentice Total
Cement Masons L518 505 45 640
Boilermakers (83 555 215 770
Bricklayers L15 591 116 707
insulators .27 240 60 300
IBEW L124 1740 247 1987
lronworkers L10 913 300 1213
Cperating Engineers L1071 2900 100 3000
Pipefitters L533 943 167 1130
Plumbers L8 546 122 668
Sheetmetal L2 856 178 1034
Sprinkderfitter L3114 140 50 190

Page 1 of 1
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They are actively organizing for new members and apprentices. Presently the toading
breakdown for Feb, 2008 is as follows;

Power 100
JATAN 430
Project Commercial 260
Light Industry - 50
Commercial : 280
Infrastructure 230

Total= 1350

The Norborne Power Project, State of Missouri bridge rebuild program, and Kansas City
commercial projects will have the local at fult employment plus travelers thru 2010, with peaks
exceeding 1500 ironworkers. A busingss agent with the union told me IATAN is not as attractive
for the local men due to the travel versus the considerable amount of work available in the

immediate metra area.
All ironworker lacals in the Midwest have full erhp[oyment with many projects an 6+10's with

per diem pay. The wage rates for all these locals is comparable to local 10, However, Local 10
has & $6.25 per hour annuity fringe benefit which is an attraction for traveters.

Approximately 600-700 of the members work steady for local contractors.

1.2.4 flectricians Local 124 Cavers work in western MO east to Booneville and 6 Eastern Kansas
counties. This includes La Cygne.

L124 has 1740 Journeymen and 247 apprentice members,
The make up of the members is as follows;

Residential 200
Service truck 400
Wiremen 1380

Total= 1980

Presently the loading breakdown for Feb 2008 is as follaws;

Residentiat 200
Service Truck 460
Power 30
Project Commercial 600
f#aid Commercial 420
IATAN 46
Out of work 280
Total= 1980

The major commercial projects and latan’s build up witl peak requirement at 2200 electricians.

pagedor1t  CONFIDENTIAL & PROPRIETARY
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The local KC contractors employ 1600 electricians on a steady basis, thus leaving 380 for hire
out of the hall, .

tocal 124 has had reasonable success in attractiné travelers.
A local contractor's opinion regarding productivity against their own standards places the 1600
captive hire electricians at a 1.0, However, those remaining on the union’s out of work list

would be at a .6 or 40% inefficiency. Therefore, the out of town contractor is at a big
disadvantage trying to compete with the local contractors.

1.2.5 Insulators Local 47 manpower could become an issue during 2009 for latan requiring a
peak of 180 insulaters. Local #27 has 240 Journeymen and 60 apprentices. :

Most members work for local contractors with approximately 80 avallable at the hall.

2.0 Union Craft Rates

The following unions have contracts terminating during the IATAN project.
» Insulators on 9/30/08, | would assume a 2 year contract with a §2.00 raise each year
»  Pipefitters on 5/31/08. I would assume a 2 year contract with a $2.50 raise each year
+ lronworkers on 3/31/09. { would assume a 2 year contract with a $2.00 raise each year
+ Carpenters and cement finishers on 3/31/09. | would assume a 2 year contract with a
52,00 raise each year

Supply and demand is going to dictate the higher than past settlements. Likewise, the unions
may not go for the extended contracts beyond 2 years due to the volatile economics we are
presently experiencing,

The NMAPC agreement allows work to continue if there is a strike and settiement pay is usually
retroactive. :

3.0 Refer to Attachment #4 for Kansas City Union membership totals.

4.0 NMAPC Agreement

I recommend that a formal request be made to the NMA office to have article XV, Travel and
subsistence, be suspended. NMA Bulletin XIV-2 allows the contractor to apply for an addendum
which would altow for the selective payment of travel and subsistence benefits at a designated
site without Incurring any * me too ¥ lability. ,

lurge all parties to participate in monthly tri-partite mestings between the unfons, owner,
and contractors with a serious agenda addressing the problems collectively,

5.0 Productivity

51
The critical crafts of pipefitter, ironworker, electrician and insulators have 50%-80% of their

members working steady with local contractors. The bailermakers work under exclusive
referral by the unfon for various national contractors, Therefore, the out of town contractor fs

pagesorit  CONFIDENTIAL & PROPRIETARY
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at & disadvantage when hiring pipefitters, ironworkers, electricians and insulators from the out
of work list at the union hall.

The quality first line foremen will be in short supply.

You could expect reduced productivity rates for those workers out of the hall during times of
full employment, versus those employed full time with local contractors, This is falrly typicat
of large city unjon halls for most of the crafts.

5.2 Best Practices

Approximately 35% to 40% of this projects costs will be construction labor, therefare
productivity enhancement {s critical

The ability to attain good productivity results requires the following practices at a minimum;

M
2).

3)
4},
5).
6).

7)

8).

o)

10}
1)
12}
13).
14).
15),

The contractor must be committed to the zero injury culture and techniques.

Petafled planning and scheduting by the contractor. This must be a serious effort.
The plan must run the job. The contractor must have these resources.

Timély delivery of materials and equipment,

Minfmize engineering and fabrication changes,

Substance abuse testing, including random.

Timely delivery of engineering and technical information,
The contractors must prévide ample tools and equipment,

The contractor must have experienced and competent staff and
supervision,

The contractor must contrel the labor on site. Utilize and understand
the labor agreement management article to fts fullest extent,

Control work jurfsdiction between the crafts.

Negotiate a crew mix within the crafts using apprantices,

Avoid saturated manning and high work density.

Avoid shift work and gvertime,

Promote craft ownership in the project. This begins with the safety
initiative.

Minimize worker turnover. A 10% increase in turnover results in a 2.5% increase in
tabor costs plus productivity and safety impacts.

5.3 Sample Estimating Standards

pagesof 11 CONFIDENTIAL & PROPRIETARY
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in the early 1980°s several national contractors developed the * Gulf Coast Estimating
Standards” to measure productivity for cost control and prepare estimates for work in the
petrochemical Industry,

Construction companies today use their own standards for preparing bids but some do track
against the Guif Coast Standard.

The best productivity on industrial projects in recent years i§ 20% over the GC Standard or a .8
P/A. - '

The following are standards for direct manhours from my projects history which are considered
acceptable productivity, @ 1.2 times Gulf Coast;

5.3.1 Piping { fieid)

Carbon steel 5td, Wt. piping to include activities of welding, erect/handle, valves, bolt ups.

Large bore piping s supplied as shop fabricated spools.

6" dia, .76 mh/ft
8" dia. 93 mh/ft
10" dia, 1.23 mh/ft
12" dia. 1,64 mhift
16" dia. 2.33 mh/ft
24" dia. 3.75 mh/ft

Small bore 2” and under field fab and install = .95 mh/ft
Hydro testing, supports, alloy pipe, NDE, PWHT, and contingencies are additive.

5.3.2 Structural Steel for SCR's, Scrubbers, Power Plt.

Piperacks- 15 mh/ton
SCR Support steel 18 mh/ton
Boiler Medification 80-120 mh/ton

Bofler Steel selective Demo  40-60 mh/ton

3.3,3 Carbon Steel Piatework for SCR’'s, Scrubbers, Power Plt,

Ductwerk {includes welding) 52 to 54 mh/ton
5CR Reactor Box (includes welding) 42 to 48 mh/ton
(All pleces shipped to the construction site by truck)

5.3.4 Multipliers

As an out of town contractor, | would use an area factor multipie on manhours for Kansas City
Labor on the above rates as follows during a normal market {without full employment);

Piping plus 20%
Struct, Steel  plus 10%
Platework plus 20%

As an aut of town contractor in today’s market, | would use the following factors;
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Piping ~ plus 30%-35%
Struct. Steet - plus 15%-20%
Platework plus 20%

5.4 Overtime Inefficiency

The overtime factor is applied to all manhours estimated to be worked during the scheduled
time frame,
See attached curves in Attachment 5.

5.5 Productivity Review

A very simple tool used _tb evaluate crew performance is shown in Attachment 6.

I would-address first ali the items which management is to provide to a foreman and his crew.

if | was satisfied that these were not an issue driving poor productivity, then crew members
would be terminated for lack of productive work. Care must be taken to ensure agalnst
wrongful dismissal and the ensuing grlevanc_e procedure to follow.

6.0 Safaty

6.1 The Cll {Construction Industry Institute) has recognized a correlation between poor
productivity, and poor safety performance.

The zero injury task force has identified the following high impact techniques as;

+  Pre-task planning |

Orientation and quatity training |

Incentive and recognition programs ;
Substance abuse testing. ' !
Staffing for safety "
Accident investigation
Worker participation ;
A demonstrated management commitment ,

® 4 * @ P = =

6.2 ZeroInjury rates can be achieved. Over 9 million manhours were worked by NMAPC
contractors in 2006 with zero OSHA recordables.

Cther examples of recent contractor projects with zero recordables:

HB Zachary Shell Chemical 1,200,000 mh's
Fluor Citgo 2,080,000 mh's
Cherne Various 2,500,000 mhk's
SaB Houston 1,000,000 mh’s
Day & Zimmerman Phila 1,000,000 mh's
CTi BP Whiting 1,200,000 mh's

Most contractors today must have a 3 year OSHA recordable rate of 1.8 or less to be allowed on
an oil refinery bid list.
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7.0 Conclusions and Recommendations

The manpower levels for area competing projects are only indicative and based upen ratio
estimates for average manpower levels. The exact data for the projects is just not availabte,

| believe this data is sufficient to support certain management demsmns regarding contracting
strategy and competing for craft manpower,

The €Il research in 1995 identified the top 5 criteria to atfract and maintain a skilled workforce
as;

1) wages, incentive, bonus pay

2) fringe benefits

3) continuous wark

4) safe work site

5} worker respect and treatment shown by owner and employer management

All unions now have 2 job hot line tooking for workers in the U.S.

Craftsmen when inquiring about job opportunities ask;
. What’s the scale?
. What overtime is being worked?
. Is there any subsistence or per diem?
. Are there any bonuses paid?
. How about fringe like annuities and vacation pay?
. How long is the joh?

As a point of interest, non union packages today in the Midwest are;

Wage $25.00 helper $37.00 welder .
Fringe $3.50 $3.50
Incentives $3.00 $5.00 ?
Per Diem $10.00 510,00 - :
Total= 541,50 Total= $55.50 ;

i

I

Their standard work is 6-10's. Escalation has been 10% per year.

7.1 Overtime

A 5+ 10's schedule must be worked to attract crafts at latan. You may need to work a
scheduled 6- 10's at some point, however, | would look to incentive bonus pay and per diems —
before going to 6 days per week due to the overtime inefficiency of 18% on mh's and additionat

7% 1n premium time cost.

7.2 Per Diems / Travel / Subsistence

I suggest a days worked per diem to offset the travet and living costs in order to attract and
retain workars as foliows;_

If incentives are adopted ! would decrease the Per Biem.

Workers would qualify based upon the distance from latan to the workers permanent

residence,
Without Incentives With incentives
60-80 miles $40.00 per day worked 520,00 per day worked -
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over 80 miles 575,00 per day worked $55.00 per day worked
A request must be made to the NMa office to suspend Article XIV.

This would be offered only to select crafts wha have problems manning latan (i.e.,
Bollermakers) :

These rates are based on other projects in the Midwest,
7.3 incentives
tsuggest the following to attract and retain workers;

Safety: $.75 per hour to be accrued for each month the entire workforce works azero
Tecordable month,

Pay to Stay: $15.00 per day to be accrued until a reduction of force lay off for that worker,
Unexcused absences will penatize the amount for the week of an occurrence. '

Absenteelsr Lotto: Every man who works a full week {50 hrs on 5-10's) will have his name go
inte a pot for a weekly drawing of a $1000.00 check.

7.4 General Comments

The package incentives listed above are necessary 1o sttract and retain a skilled workforce in
today’s market

Lodging in the area is limited and expensive due to IATAN being so close to KCI.

1 believe the high OSHA RIR of 4.5 on site is an indicator of workmen who are not totally
famitiar or trained with heavy industrial work. Working with the unions io set up a criteria for

pre-hires would be effective,

A substance abuse policy with pre-employment and random is a must. The owner can dictate
this to each contractor as a condition to be on their site. This policy fs placed on file with the
NMA office.

Safety excelience s "Top Driven” . The executives of the owner and contractors must actively
suppart its commitment to a zero injury culture. The employees must see management
“walking the talk” on a regular basis.

Intense planning and scheduling must be used to provide acceptable productivity numbers. In
particular, it is extremely valuable during times of futt employment because first line
supervision, such as craft foremen, tend to be inexperienced and lack effectiveness.

The schedule must be in a format that can be used as a tool by the foremen, If it's too
complex, they refuse to use it,

I've had experiences by implementing intense planning and scheduling and removing the crews
restrictions shown on Attachment 6, increase from a P/A of .65 to .95 with in a 3 month period
on a new ofi refinery unft. | published the productivity numbers, their increase or decrease,
weekly by each foreman to create a competitive culture and it didn't take long for each
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foreman to be in line waiting for his score. The very few that showed no interest were soon
terminated.

Remember, if you can't “change the people * then it's time to ¥ change the people” .
It has been my experience that poor productivity can mostly he caused by mismanagement,
Poor productivity extends the project schedule. Adding manpower to compensate for the lost

manhours will not improve preductivity, but rather decrease it.

Continue to have monthly tri-partite meetings and have the “hard questions” on the agenda.
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