THI' S AGREEMENT nmde this 7" day of February, 2003
BETVEEN:
KEY MARI NE | NDUSTRI ES LTD.

(hereinafter referred to as "the Conpany")
OF THE FI RST PART

MARI NE WORKERS' AND BO LERMAKERS
| NDUSTRI AL UNI ON, LOCAL NO 1

(hereinafter referred to as "the Union")
OF THE SECOND PART

WHEREAS t he parties hereto have agreed to enter into a collective
agreenment upon the terns and conditions hereinafter set forth, with
respect to enployees enployed in the job classifications listed in
Schedul e "A" hereto.

AND VWHEREAS the Conpany agrees to recognize the Union as the
bar gai ni ng representative of the said enployees, subject to the
condi tions hereinafter contained:

NOW THEREFORE THI S AGREEMENT W TNESSETH that in consideration of
the prem ses and of the nutual covenants and agreenents hereinafter
contained , the parties hereto agree as foll ows:

ARTICLE | - DEFI N TI ON

1.01 Empl oyees, wherever nentioned in this Agreenent, shall
not be deenmed to include persons enployed in a confidential
capacity, or having authority to enploy or discharge enpl oyees.

1.02 In all relations between the parties hereto under this
Agreenent, the Union, so long as it remains the certified
bargaining representative of the said enployees, shall be

represented by its bargaining representatives.

ARTICLE Il - UNION SECURI TY




2.01 There shall be no discrimnation agai nst any enpl oyee for
bel onging to the Union, or carrying out Union policy within the
terms of this Agreenent.

2.02 The Conpany agrees that as a condition of enploynent al

enpl oyees will pay dues to the Union in the anmpbunt set for the
class of work in which such enpl oyees are engaged. The Conpany is
to retain the right to hire enpl oyees, provided the Union is asked

to fill any vacancy before a non-union man is hired. Simlarly, in
| ay-of fs, no Union man will be released while a non-Union man is
r et ai ned. The Union agrees that in the interpretation of the
previ ous sentence, discretion will be used to the end that there
will be no interference with efficient operations.

Upon receipt of a checkoff authorization from the Union, the
Conmpany shall nake payroll deductions covering Union dues,
initiations, reinstatenment fees and assessnments, as nmay be
established by the Union's Constitution and/or By-Iaws. These

deductions shall be renmtted by the Conpany by the 15th of each
nont h.

The Union agrees to indemify the Conpany and hold it harnl ess
agai nst any claimwhich may arise in conplying with the provisions
of this article.

2.03 The Conpany agrees that any person enpl oyed who, at the
date of this agreenment was a nmenber of the Union in good standing
or who has becone a nenber of the Union since that date shall, as a

condition of continued enploynent, maintain nmenbership in good
standi ng and any enpl oyee who hereafter, during the life of this
Agreenent becones a nenber, or is reinstated as a nenber of the
Union shall, as a condition of continued enploynent, maintain
menber ship in good standi ng.

(a) The Conpany approves nenbership in the Union and the
Uni on retaining as nmenbers enpl oyees as defined in this
Agr eenent .

(b) The Conpany agrees to advise all present and future
enpl oyees and its supervisors and forenmen of the contents
of this Agreenent.

(c) No enployee shall be subjected to any penalties against
his application for nmenbership, or re-instatenent, except
as may be provided for in the Constitution and by-Iaws of
t he Uni on.

(d) The Union agrees that there shall be no solicitation of



any enpl oyees for Union nenbership or paynment of dues in
wor ki ng hours on the Conpany's prem ses.

(e) It is agreed that in the event of an industrial dispute
or other disturbance taking place on the Conpany's
property, that the watchman and guards wll remain at
their posts in order to protect the plant and conti nue
unhi ndered with their usual duties.

(f) It is agreed that in the event of an industrial dispute
that such maintenance nmen as are required to prevent
deterioration of machinery will be allowed access to the
plant in order to carry out these duties.

ARTICLE 111 - UN ON- MANAGEMVENT RELATI ONS

3.01 The entire managenent of the Conpany and the direction of
the working forces are vested exclusively in the Conpany, and the
Union shall not in any way interfere with these rights.

3.02 No Union business shall be carried on during working
hours; the Business Representatives of the Union shall have access
to the Conpany's premises by applying to the Managenent for
perm ssion, provided they do not interfere or cause nmen to negl ect
t hei r work.

3.03 Enpl oyees will take orders from the Plant Manager or

Superi ntendent only when their inmrediate foreman or charge-hand is
not readily avail abl e.

ARTICLE IV - WAGES

4.01 Wage rates shall be in accordance with Schedule "A"
attached hereto and shall be effective on the dates shown in
Schedul e "A".

ARTICLE V - HOURS COF WORK

5.01 The Conpany and the Union agree that the standard work
day shall consist of seven and three quarters (7 3/4) hours and the
standard work week shall consist of thirty-eight and three quarters
(38 3/4) hours, Mnday to Friday inclusive.

The day shift will work fromO0700 to 1515.

The Conpany shall not make any changes in the standard work week,
nunber of hours worked and lunch periods, except by nutual



agreenent between the parties to this Agreenent.

It is agreed and understood that the starting time and/or
termnating of existing shifts may be varied by witten consent of
the parties to this Agreenent.

5.02 Ti me worked in excess of standard hours of work shall be
considered as overtinme and shall be paid at double tine. Except
for planned mai ntenance as outlined in 5.03, all work perfornmed on
Sat urdays and Sundays shall be paid at double tine.

Were it is nutually agreed that overtinme nay be banked, an
enpl oyee may bank overtinme, equivalent to a maximum of three
hundred and ten (310) straight time hours. Al overtime worked
thereafter shall be paid at the appropriate rate to said enpl oyees.

Requests for annual vacation will take precedence over requests for
banked overtinme and banked overtime is not to be taken in the June
to August holiday period unless approved by the Conpany.

Sel ection of enployees to use banked tinme off shall first be on a
voluntary basis and secondly according to seniority, subject to the
operating needs of the Conpany.

No enployee can be laid off until all his/her banked hours are
used.

5. 03 On planned mai ntenance seven (7) days' notice wll be
gi ven enpl oyees required to work on Saturday, in which case Monday
will be their day off, no overtinme being paid for such work. On
break-downs requiring work on Saturday when the seven (7) days'
noti ce has not been given, overtinme rates will prevail.

5.04 (a) The second shift will work from 1515 to 2315 and the
shift premumshall be Two and 24/ 100 ($2.24) Dol lars per
hour wor ked.

(b) The third shift will work from 2315 to 0700 and shal
commence at 2315 on a Sunday night. The shift prem um
shall be Three and 60/100 ($3.60) Dollars per hour
wor ked.

(c) Three (3) full shifts must be worked by a second shift
wor ker before that shift can be established. O herw se
overtinme rates shall prevail.

(d) When changed shifts for any enpl oyee do not |ast three
(3) shifts or nore, the time for these shifts wll be



paid at the usual overtine rates.

(e) Any enployee who starts work after the starting tinme of
the first half of any shift and resunmes work in the
second half of the sane shift shall be paid full tine for
the second half of the shift, but only for the actua
time worked in the first half of the shift, unless the
reason for termnating the work is beyond the control of

t he Conpany.
(f) Employers will nake every effort to schedul e enpl oyee
shift changes at the weekend. However, if it 1is

necessary to change shifts in md-week, where there is
less than fifteen (15) hours between the end of the
enpl oyee's forner shift and the start of his new shift,
he shall work only half of either the last shift he is
| eaving or the first shift he is joining w thout any | oss

in pay.

(g) The parties may, by nutual agreenent, institute twelve
(12) hour shifts, in which case, the hours of work shall
be as foll ows:

0700 - 1900 1900 - 0700
Sunday 12 hours 12 hours
Monday 7 34 4 1/ 4 7 1/2 4 1/ 2
Tuesday 7 3/4 4 1/4 7 1/ 2 4 1/2
Wednesday 7 3/4 4 1/4 7 1/ 2 4 1/2
Thur sday 7 34 4 1/ 4 7 1/2 4 1/ 2
Fri day 7 34 4 1/ 4 7 1/2 4 1/ 2
Sat ur day 12 hours 12 hours

and in this case premumfor the second twel ve hour
shift shall be Three and 11/100 ($3.11) dollars per
hour wor ked.

5. 05 Enpl oyees called in to work four (4) hours or |ess before
the starting time of their regular shift shall be paid overtine
rates up to the starting tine of their regular shift and straight
time for the duration of their regular shift.

5. 06 Men called in to work nore than four (4) hours prior to
the start of their regular shift shall be paid overtinme for al
hours worked including those on their regular shift.

5. 07 Men called in nore than four (4) hours prior to the start
of their regular shift, so that there is |less than eight (8) hours



el apsed tine between the tine they finish work until the starting
time of their regular shift, shall not be required to report for
their regular shift until eight (8) hours from the time they
finished work. In such case, they will be paid for that portion of
their regular shift at straight tinme rates. The application of
this section nornmally occurs and will be honoured by the Conpany to
enpl oyees who have worked either in excess of two (2) continuous
shifts, or nore than sixteen (16) hours in a span of twenty-four
(24) hours.

5.08 A day shift enployee working after m dnight on overtine
work reporting for work on his next regular shift shall not report
until eight (8) hours have el apsed between the time he finished

wor ki ng overtine and the tine he starts work the follow ng day.
However, providing he reports for work after the el apsed eight (8)
hours and works until the end of his regular shift, he shall be
paid as though he started the shift at the regular starting tine.

5.09 The enployee, by nmutual agreenent, nay elect not to
report for work before the eight (8) hour rest period has expired,
in which case he shall be paid for the eight (8) hours rest period.

NOTE: | f an enpl oyee works until 3:00 a.m, he should report to
work at 11: 00 a.m and be paid for four (4) hours rest
period. The rest period would be up to 11:00 a.m and in
that case he would be paid for four (4) hours rest period
from7:00 a.m until 11:00 a. m

5.10 Al'l enployees called in to work at the end of a normal
shift, or on Saturday, Sunday or Statutory Holidays, shall be paid
the wusual overtine rates required by this Agreenent, wth a
guarantee of four (4) hours' work. |If the enployee chooses to work
| ess than four (4) hours, he shall be paid for the tinme worked
only.

5.11 Where an enpl oyee is scheduled to work nore than two (2)
hours' overtinme i Mmediately followng his regular shift, he shal

be allowed tinme for supper either at his workplace or away,
depending on circunstances. This tine is not to exceed one half
(1/2) hour and the enployee will be considered to be at work for



the time he is consunming the neal. |If the length of the overtine
is anticipated, it shall be given at the beginning of the overtine.

If this is not possible, it will be given after two (2) hours of
overtime have been worked. Any enpl oyee who purchases a neal under

the conditions outlined above, will be allowed the cost of such
nmeal up to a maxi mum of Seven ($7.00) Dollars. The seven dollar
neal allowance will be paid for each four (4) hours thereafter

Receipts are to be submtted for neals if asked for and nea
al l omance will not be included in pay cheques.

5.12 The Conpany shall not make any changes in the standard
work week, shifts per day, nunber of hours worked, and |unch
peri ods except by nutual consent.

5.13 Every enpl oyee shall be paid for not |ess than four (4)
hours if hired after starting tine.

5.14 Any enpl oyee on the Conpany seniority |list and who has
been laid off and is subsequently re-hired shall be guaranteed at
| east three (3) full shifts or the equival ent of nonies earned for
twenty-three and 1/4 (23 1/4) hours.

ARTI CLE VI - STATUTORY HOLI DAYS

6. 01 Statutory Holiday pay shall be paid to all enpl oyees on
the payroll at the tinme of a Statutory Holiday.

Every enpl oyee covered by this Agreenment shall receive a day's pay
(seven and 75/100 (7.75 hours) for the follow ng:

New Year's Day Labour Day

Good Fri day Thanksgi vi ng Day
East er Monday Renmenbr ance Day
Victoria Day Chri st mas Day
Canada Day Boxi ng day

British Col unbi a Day

and any other days that may be declared as |egal holidays by the
Federal and/or Provincial Governnment. Statutory Holidays falling
on a Saturday and/or Sunday shall be observed on the Monday and/or
Tuesday next follow ng.

There shall be an additional Statutory Holiday in each year between
Decenber 24th and New Year's Day, the day to be nutually agreed
upon.

In either of the above cases, if a day or days other than Monday or
Tuesday is officially declared as the holiday by the Provincia



and/ or Federal Governnent, then that day or days wll be the
hol i day and not the Monday and/ or Tuesday as outlined above.

In all the above situations the day upon which the holiday is
observed will be the holiday for the purposes of this agreenent.

The parties may, by nutual consent of the Union, agree to observe
any of the holidays on an alternate day.

In order to qualify for Statutory Holidays, enployees nust have
worked at least fifteen (15) of the thirty (30) calendar days
i medi ately preceding the holiday, or enployees nmust have worked on
at least two (2) of the seven (7) calendar days immediately
precedi ng the holiday and on one (1) day in seven (7) cal endar days
i mredi ately following the holiday, unless the enployee has been
di scharged for cause. An enpl oyee who has not qualified for a full
day's pay shall be entitled to pro-rated statutory holiday pay.
This anount is cal culated by dividing the enpl oyee's total wages,
excluding overtime, earned in the thirty (30) day period by fifteen
(15).

6. 02 An enpl oyee required to work on any of the above holidays
shall receive overtinme as provided in Article 5.02 in addition to
t he day's pay.

6.03 Enpl oyees will not qualify for statutory holiday pay
whil e recei ving Wrkers' Conpensation, or wage indemity benefits.
6. 04 Enpl oyees on vacation, |eave of absence and in receipt of
wel fare benefits, shall be considered as at work the day follow ng
the said Statutory Holiday.

ARTICLE VII - ANNUAL VACATI ONS

7.01 Al'l enpl oyees com ng under the Union's jurisdiction with

| ess than three (3) years of service with the Conpany shall be paid
vacation pay at the rate of five (5% per cent of their gross
earnings with a maximumtinme of two (2) weeks off.

New enpl oyees hired after the date of ratification shall be paid
vacation pay at the rate of four (4% per cent of their gross
earnings and shall be given a maxi numof two (2) weeks off.

7.02 Al enpl oyees who have conpleted three (3) years of
service, but less than eight (8) years of service shall be paid
vacation pay at the rate of six (6% per cent of their gross
earnings for the past twelve (12) nonths and shall be given three
(3) weeks off.



7.03 Al'l enpl oyees who have conpleted eight (8) years of
service, but less than fourteen (14) years of service, shall be
pai d vacation pay at the rate of eight (8% per cent of their gross
earnings for the past twelve (12) nonths and shall be given four
(4) weeks off.

7.04 Al'l enpl oyees who have conpleted fourteen (14) years of
service, but less than twenty (20) years of service shall be paid
vacation pay at the rate of ten (10% per cent of their gross
earnings for the past twelve (12) nonths and shall be given five
(5) weeks off.

7.05 Al'l enpl oyees who have conpleted twenty (20) years of
service shall earn additional vacation at the rate of one (1) day's
addi ti onal vacation for each year of conpleted service over twenty
(20) to a maxi num of five (5) days (one (1) week). Pay for each
day of extra vacation shall be at the rate of point four (.4%
percent for each vacation day. Thus, the entitlenent would be:

20 years' conpleted service - 5 weeks plus 1 day
21 years' conpleted service - 5 weeks plus 2 days
22 years' conpleted service - 5 weeks plus 3 days
23 years' conpleted service - 5 weeks plus 4 days
24 years' conpleted service - 6 weeks.
7.06 Annual vacations shall be taken at a tinme nutually

agreeable to both parties. Tinme off nust be taken equivalent to
time earned up to the tinme periods specified in Sections 7.01,
7.02, 7.03, 7.04 and 7.05.

A hol iday schedul e shall be prepared and, subject to Managenent's
production requirenents, shall give enployees an opportunity to
i ndi cate vacation periods wanted. If there is a dispute, the
seni or enployee may take preference. Once the list has been
approved by Managenent, it shall be posted as final, and it shal
not be changed by the Conpany within the one (1) nonth period
i mredi ately preceding the start of an enpl oyee's vacation w thout
t he consent of the enpl oyee concer ned.

7.07 In determining length of service, enployees on the
payroll for seventy-eight (78) two (2) week pay periods shall be
deened to have three (3) years of service. Enpl oyees on the

payroll for two hundred and sixty (260) pay periods shall be deened
to have ten (10) years of service. Enployees on the payroll for
t hree hundred and ninety (390) pay periods shall be deened to have
fifteen (15) years of service. Only pay periods in which an
enpl oyee has worked three (3) full shifts or the equival ent of



noni es earned for twenty-three and one quarter (23 1/4) hours wll
qual ify.

7.08 Any enpl oyee who has been in the enploy of the Conpany
for twelve (12) nonths shall receive holiday credit at his
prescri bed holiday rate for:

(a) tinme off on Wirkers' Conpensation up to a nmaxi mum of siXx
(6) nont hs.

(b) time off sick up to a maximum of thirty (30) days
provided that in the case of such sickness a doctor's
certificate can be provi ded upon request.

7.09 Al'l enployees shall receive their appropriate vacation
pay entitlement every two (2) weeks based on regular straight tine
earni ngs, including vacation and statutory holiday pay.

ARTICLE VI1I - GRI EVANCE PROCEDURE

8.01 Any differences between the parties concerning the
interpretation, application, operation or alleged violation of a
provision(s) of this Collective Agreenent, including any dispute
with regard to discipline or discharge, shall be considered a
gri evance and shall be taken up in the manner set out bel ow

8.02 (a) Step 1

10



An enpl oyee grievance shall first be taken up between the
Shop Steward and the enpl oyee's Supervisor within fifteen
(15) days, and if in agreenment, their decision shall be
final.

(b) Step 2

In the event that agreenent is not reached at Step 1, the
gri evance shall be taken up within ten(10) days between
t he Uni on Bargai ni ng Representative and the Manager. At
this stage, the grievance shall be submtted in witing.
The witten grievance shall briefly describe the nature
of the incident or occurrence giving rise to the
grievance, it shall clearly state the provision(s) of the
Agreenent that has been violated and it shall provide a
statenment as to the renedy or relief being sought.

|f a solution is reached, this shall be final

(c) Step 3

In the event that agreenent is not reached at Step 2, the
grievance may be submtted to Arbitration

8. 03 The tinme limts specified in 8.02 above nmay be extended
by nmutual agreenent between the Conpany and the Union.

8. 04 Gievance - Time Limts

Any di scharged or suspended enpl oyee nmay, within seventy-two (72)
hours of his discharge or suspension, (Exclusive of Saturdays

Sundays or Ceneral Holidays), in witing, require the Conpany to
give him the reasons for his discharge or suspension and the
Conmpany will give such reasons to himin witing, wthin seventy-
two (72) hours of such request and in the event of any dispute or
difference as to whether or not there was proper cause for the
di scharge or suspension of such an enployee, only the reasons so
set forth in witing, shall constitute cause.

8. 05 The Parties agree that a Single Arbitrator shall be used
as provided for in the Labour Rel ations Code. The Conpany and the
Union shall make every effort to agree on the selection of an
Arbitrator within ten (10) working days after the Party requesting
Arbitration has delivered witten notice to the other Party.

8. 06 In the event that the Parties fail to agree on the choice

of an Arbitrator, they shall forthwith request the Director of the
Col | ective Agreenent Arbitration Bureau to appoint an Arbitrator.
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8. 07 The Arbitrator will be encouraged to commence a hearing
within ten (10) working days of his appointnent and to render a
decision within fifteen (15) working days from the date of the
concl usi on of the hear.

8. 08 The authority of the Arbitrator shall be as set out in
Section 89 of the Labour Relations Code of B.C. The Arbitrator
shall not be vested with the power to change, nodify or alter any
of the terns of the Collective Agreenent.

8. 09 The decision of the Arbitrator shall be final and binding
on both Parties.

8.10 Each Party shall pay its own costs and expenses of
arbitration and shall bear one-half (1/2) of the cost of the
Arbi trator

ARTICLE | X - SAFETY AND HEALTH

9.01 A Safety Commttee shall be maintained representative of
all departnents in the plant, and the Union shall have equal
representation with the Managenent on such Committee.

9.02 Any enpl oyee suffering injury while in the enploy of the
Conmpany nmust, if possible, report inmediately to the first Ad
Departnment and al so report to said Departnent on returning to work.
Any enpl oyee who is injured on the job, and having received proper
nmedi cal care is unable to return to work, shall be paid for the
full shift for that day, subject to doctor's verification

9. 03 The Conpany will contribute Two dollars and fifty cents
($2.50) per hour earned for each enployee to the Uni on Pension Plan
and remt the total to the Union.

9. 04 The Union will submt an audited statenment of their
Pension Plan and send it to the Conpany annually.

9. 05 Ef fective March 1, 2003, the Conpany will contribute
one dollar and seventy cents ($1.70)per hour earned for each
enpl oyee of the Union Welfare Plan and remt to the Union.

9. 06 Ef fective March 1, 2003 the Conpany will contribute forty
cents ($0.40) per hour earned for each enpl oyee for the Union Long
Term Disability Fund and renmt to the Union.

9. 07 Ef fective January 15, 2004 the Conpany will contribute

two dollars and tens cents ($2.10) per hour earned for each
enpl oyee of the Union Welfare Plan and remt to the Union.
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9. 08 Ef fective January 15, 2004 the Conpany will contribute
forty — five cents ($0.45) per hour for each enpl oyee of the Union
Long Term Disability Fund and remt to the Union.

9. 09 The nonies remtted under this Article will be forwarded

to the Union not later than the 15th day of the nonth follow ng the
nonth for which the deduction is made.

ARTI CLE X - WORKI NG REGULATI ONS AND FI ELD WORK

10. 01 A Field Work prem um shall be paid where an enpl oyee is
required to be absent overnight fromhis normal residence (hone).
The rate of pay for Field Wrk shall be twelve (12% per cent above
the enpl oyee's classified hourly rate of pay in Schedule "A".

10. 02 Enpl oyees required to report to work on Burrard Inlet,
New Westm nster, or on the Fraser River to Deas |sland Depot wll
not be paid travel tine.

Job sites at Squam sh, Wodfibre or Roberts Bank, which do not
necessitate enpl oyees | eaving honme overnight will receive trave
time, not to exceed one (1) hour.

Enpl oyees who use their own vehicles will be paid mleage (distant
from Al exander Street to job site). A mleage table wll be
est abl i shed by the Conpany.

Al travel time, where applicable, will be paid at straight tinme
rates.

When enpl oyees use Conpany vehicles and being on double tine rate,
neither travel time nor mleage wll apply.

For job sites lasting nore than three (3) days away fromthe shop,
Article 10.05 will apply.

10. 03 | f enployees detailed for work away from the Shop are
instructed to report at the Conpany's plant for materials or tools,
traveling will then be done on Conpany's tine and expense.

10. 04 When traveling on a job which requires the enpl oyee to be
away from hone, traveling tinme on any day shall be paid at
straight time rate for the hours lost traveling to a maxi mum of
eight (8) hours in each twenty-four (24) hour period.

10. 05 If required while traveling to and fromand working on a
j ob away from hone, the Conpany shall provide first class room and
board for each enployee affected. In addition, a pre-job

conference wll be held wth enpl oyees invol ved.
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10. 06 It shall not be conpul sory or a condition of enploynent
for enpl oyees to use their personal vehicles on Conpany business.
However, 1f an enployee is required to use a personal vehicle, he
shall be paid thirty-five ($0.35) cents per nmle (twenty-two
($0.22) cents per kilonmetre) for the mileage traveled in such
usage.

10. 07 Time and one quarter will be allowed enpl oyees working on
confined places when no adequate neans of ventilation are provided,
or for dirty work. The foreman and shop Steward to decide if work
in question is to be so cl assed.

10. 08 Time and one quarter will be allowed enpl oyees wel di ng on
gal vani zed pi pe or other gal vani zed work when efficient ventilation
is not provided. The Foreman and Shop Steward to decide if work in
question is to be so cl assed.

10. 09 Any wel der wel ding over dry paint, or any person burning
off dry paint, shall be paid time and one quarter if, in the
opinion of the foreman and Shop Steward the work in question
justified such pay.

10. 10 The Conpany shall operate suitable ventilation equi pnent
for renmoving fumes from confined spaces, and the enpl oyees shal
undertake not to interfere with this operation.

10. 11 Al painting, cenent finishing, tarring etc. work shal
be done after wel di ng wherever possible.

10. 12 Enpl oyees shall not be asked to work agai nst wet paint if
t hat can possibly be avoi ded.

ARTICLE XI - SENIORITY

11.01 Seniority shall be attained after sixty (60) working days
within a six (6) nonth period, and the seniority date shall be
backdated to the date of enploynent. A seniority list shall be
posted in the plant by Managenent not |ess often than every six (6)
nont hs.

11. 02 When the Conpany increases or decreases the working force
and when, in the opinion of the Conpany and the Union, the skill
and ability of the men concerned are equal, length of service with

the Conpany in their classification, as defined in the follow ng
cl auses, shall be the determ ning factor in deciding the order of
re-hiring and | ay-off as the case may be.

11. 03 An enpl oyee shall not suffer |oss of seniority because of
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absence due to sickness, accident or otherw se, if such absence is
approved or authorized by the Conmpany. If an enpl oyee finds that he
is unable to report for work, he should notify the Conpany as soon
as possible, preferably before the end of his first m ssed shift.

11. 04 During a prol onged absence fromwork due to an acci dent
or injury covered by W irkers' Conpensation, an enployee wll
continue to accrue seniority for a period of time, provided that he
will not continue to accrue seniority after the date at which he
woul d normal Iy have been laid off if he were at work.

11. 05 An enpl oyee shall continue to accrue seniority if off on
non- conpensabl e si ckness for a period of six (6) nonths unless he
normal | y woul d have been laid off before the six (6) nonth period.

11. 06 An enployee who has seniority shall mintain his
seniority on lay-off up to a period of one (1) year.

11. 07 Leave of absence shall nmean an absence from work
requested by the enployee and consented to by the Conpany in
witing covering a specified period of tine. Leave of absence
shall not be granted to an enpl oyee seeki ng seasonal work. A copy
of such witten perm ssion shall be sent to the Union at the tine
it is granted.

11. 08 In order to lay off or re-hire nmen out of seniority, the
difference in skill and ability nmust be distinct, or seniority
appl i es.

11. 09 In the event of a tenporary lay-off, due to a breakdown

of machinery or sone simlar situation, such as failure to receive
an expected delivery of steel, which lay-off is not expected to
| ast | onger than twenty-four (24) hours, the enployees inmediately
affected will be tenporarily laid off.

11.10 The Shop Steward shall be given forty-eight (48) hours
notice of lay-offs, in advance of such lay-offs, if possible.

11.11 Any enpl oyee with seniority standing, when re-called for
wor k, shall have the right to conpare the |length of work invol ved
with his present enploynent to decide on a by-pass. After by-
passing the work call once, the enployee shall |lose his seniority
standing if he does not return to work on the next call. The
second re-call notice to work, if used to term nate an enpl oyee's
seniority on lay-off, may not be given until a full cal endar nonth
has passed subsequent to the date on which the first notice was
given. (Sickness confirmed by a doctor will not be counted as a
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by- pass. Loss of seniority in these cases will be subject to
review of the circunstances by the parties to this Agreenent, with
the power to re-establish the enployee's seniority rights after
this consideration.)

Wien a laid-off enployee on the seniority list is re-called for
wor k, the Company will endeavor to provide at |least three (3) days
of enpl oynent. If less than three (3) days is offered and the
enpl oyee declines, this will not be considered as a first or second
by- pass for purposes of term nation of seniority.

Al'l call-backs for enployees on lay-off will be done through the
Uni on Di spatcher whenever possible.

ARTI CLE XI1 - GENERAL PROVI SI ONS

12.01 (a) In the event of an enpl oyee being tenporarily enployed at
a higher paid class of work than his own, the full hourly
rate of pay agreed to for such classification shall be
pai d.

(b) Any enployee asked to do tenporary wrk at a
classification with a lower hourly rate of pay shall
receive his usual rate of wages.

12. 02 Any enpl oyee who is a nenber of a specific working crew
is expected to render whatever assistance nay be necessary at any
time while he is not engaged on his own operation.

12. 03 The Conpany agrees to pay equal pay for all work
classifications herein agreed to regardl ess of sex.

12. 04 Safety gl asses and wel ders' col oured gl asses, if required
by the Conpany or by W rkers' Conpensation regulations shall be
suppl i ed on | oan by the Conpany.

12. 05 There shall be two (2) ten (10) mnute breaks, one in
each half shift. The Conpany nmay regulate the starting and
stopping tinmes of such breaks by the blowing of a whistle if it
deens it necessary.

12. 06 Al time lost by an enpl oyee due to necessary attendance
on jury duty or on call for jury duty shall be paid for at the
difference between his regular hourly pay and the anmount he
receives for such jury duty, provided however, that any such
enpl oyee shall nake hinself available for work before or after
being required for such jury duty, whenever practicable.
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12. 07 In the case of death in the imediate fam |y an enpl oyee
shal |l be granted | eave of absence with full pay for the purpose of
attending or arranging the funeral as follows:

(a) In the event of death of a spouse, child, nother, father,
brother or sister, the Conpany will grant the enployee
three (3) days | eave of absence with pay.

(b) In the event of death of a nother-in-law, father-in-Iaw,
step-not her, step-father or grandparent, the Conpany wil |
grant the enpl oyee one (1) day | eave of absence.

(c) It is understood that only non-probationary enployees
qual ify for bereavenent pay and | eave as set out above.

12. 08 The Conmpany will replace enployee's tools, properly
brought into the yard prem ses in cases where it can be verified
that the tools were | ost other than by negligence, such |loss to be
during the course of the enployee's enploynent duties.

12. 09 The Conpany will replace welders' gloves where it can be
verified that the gloves, being in good condition, were |ost or
rendered unusabl e by damage, other than by negligence or nornal
wear, such damage or loss to be during the course of the enpl oyee's
enpl oynment duties. |In addition, the Conpany wi |l purchase wel ders

gl oves at whol esal e and supply them at the Conpany's cost to the
enpl oyees who want them

12.10 The Conpany and the Union agree that the practice
commonly known as "noonlighting" is wong in principle. The term
"moonlighting” for purposes of this clause shall refer to a
full -time enpl oyee who regularly nmakes a practice of working for
anot her enpl oyer for a substantial nunber of hours during the week.

(a) Wien this practice affects or conflicts with the Conpany
busi ness or the enployee's ability to perform his nornal
duties, it shall be cause for reprimand or dism ssal.

(b) When this practice affects or conflicts with the Union

policy, the Conpany agrees to co-operate with the Union
in reprimand or di sm ssal.

ARTICLE Xl 11 - SEVERANCE PAY

13.01 Al'l employees forced to retire because of ill health
(subject to Canada Pension Plan acceptance), or qualifying for
Uni on Pension, or plant closure, shall be entitled to severance pay
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as foll ows:

(a) Enployees with seven (7) to ten (10) years of service
with the Conpany shall be entitled to two (2) weeks' (ten

(10) days') pay.

(b) Enployees with ten (10) years of service or nore with the
Conpany shall be entitled to two (2) weeks' pay, plus one
(1) day's pay for each year of service thereafter

13. 02 Pay period accunul ation for vacation credits will be used
as service standard in cal cul ati ng severance pay.

13. 03 Severance pay under this Article can only be exercised
once.

ARTICLE IV - CLOTH NG AND TOOL ALLOANNCE

14. 01 Coveralls and welding gloves will be supplied to all
enpl oyees after conpletion of their probationary period as foll ows:

(a) Coveralls - as  per coveral | renting service
condi ti ons.

(b) Safety boots - one (1) pair per year - One hundred
($100. 00) dollars maxi mum

(c) Welding gloves - as per previous Conpany practice.

ARTI CLE XV - DURATI ON OF AGREEMENT

15.01 This Agreenment shall be in full force and effect from and
i ncluding January 15th, 2003, up to and including January 14th,
2005, subject to the right of either party to this Agreenent,
within four (4) nonths imredi ately preceding the date of January
14t h, 2005, or imediately preceding the anniversary date in any
year thereafter, by witten notice to the Party, require the other
Party to commence collective bargaining with a view to the
conclusion of a renewal or revision of this Collective Agreenent,
or a new Col | ective Agreenent.

15. 02 Shoul d either Party give witten notice to the other
Party pursuant hereto, this Agreenent shall thereafter continue in
full force and effect until the Union shall give notice of strike,
or the Conpany shall give notice of |ockout and such strike or
| ockout takes place, and/or <either Party gives notice of
term nation, or the Parties shall conclude a renewal or revision of
the Collective Agreenent or a new collective Agreenent.

15. 03 The parties hereto agree to exclude the operation of
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Sub-sections 2 and 3 of Section 50 of the Labour Rel ati ons Code of
British Col unbi a.

I N WTNESS WHERECF the Parties hereto have caused these presents to
be signed by their respective officers thereunto Ilawfully
aut hori zed and have caused their common seals to be affixed in the
presence of such officers, at the Cty of Vancouver, in the
Province of British Col unbia.

DATED at the Gty of Vancouver, in the Province of British
Col unbia, this day of February, 2003.

FOR THE COMPANY: FOR THE UNI ON
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SCHEDULE " A"

JOB CLASSI FI CATI ONS AND WAGE RATES

Ef fective
Jan. 15/02
Boi | er maker, Mechani c,
Wel der, Burner, Tradesnman,
Machi ni st, Engine Fitter $24. 56
Handyman (Vancouver) 17. 84
Labourer (R chnond) 16. 39

Journeyman Lead Hand - differential over Journeyman's basic wage
rate for trade 0.10

APPRENT| CESHI P RATES:
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First 6 nonths $12. 28

Second 6 nont hs 13. 50
Third 6 nonths 14. 73
Fourth 6 nont hs 15. 96
Fifth 6 nonths 17.19
Si xth 6 nonths 18. 42
Seventh 6 nont hs 20. 87
Ei ghth 6 nonths 23.33

| f a Conpany apprentice is attending an approved course at school
full time, which course has been agreed to by the Conpany, he shal
be paid the difference between his Governnent allowance while at
school and his apprenticeship rate.

NOTE

A Charge Hand is an enpl oyee who is assigned to instruct others in
the performance of their work, and who nmay be hel d responsible for
the quantity and quality of the work.

No condition or wages shall be |essened by reason of this
Agr eenent .

Retroactive pay fromJanuary 1998 to May 1998 will be paid to al
enpl oyees on the seniority list as of that date.

The sumof thirty cents ($0.30) per hour of the base rate will be
deduct ed before taxes and contributed to the Union Pension Plan.

The Conmpany and the Union will comence negotiations just prior to

the expiry of the first year to review the feasibility of a wage
and/ or pension increase for the second year.
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LETTER OF UNDERSTANDI NG

BETWEEN:
KEY MARI NE | NDUSTRI ES LTD.
AND:

MARI NE WORKERS' & BO LERVAKERS
| NDUSTRI AL UNI ON, LOCAL NO 1

It is understood and agreed between the parties hereto that the
provisions of Article 10.01 will be waived for the duration of the
2000 - 2002 Col |l ective Agreenent.

DATED at Vancouver, in the Province of British Colunbia, this
day of February, 2003.

FOR THE COMPANY: FOR THE UNI ON
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LETTER OF UNDERSTANDI NG

BETWEEN:
KEY MARI NE | NDUSTRI ES LTD.
AND:

MARI NE WORKERS' & BO LERVAKERS
| NDUSTRI AL UNI ON, LOCAL NO 1

VWELDER TESTI NG AND CERTI FI CATI ON

Key Marine Industries Ltd. conplies with the Canadian Wl ding
Bureau requirenments as well as | S09002 which includes the testing
and certification of welders to qualify and maintain their
enpl oynment with the Conpany.

Those wel ders currently on the seniority list are required to pass
and continuously hold a valid Canadian Wl ding Bureau (C.WB.)
shielded nmetal arc welding (SSMA W) certificate and a flux core
arc welding (F.C.A W) certificate.
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The cost of testing, as required by the Canadian Wl di ng Bureau
will be paid by the Conpany for all welders currently on the
seniority list.

In the event that any of the welders |isted above fail their check
tests when required, the Conpany will be responsible for the cost
of re-validation, but the Conmpany will not be responsible for |ost
tine.

| f additional check tests are required because an enployee fails
nore than once, the cost for additional check tests will be paid
for by the enployee and on his own tine.

The Union will supply certified welders as required. |If the Union
is unable to dispatch certificated welders, the Conpany wll
conti nue the past practice of hiring qualified welders on a permt
basi s.

Non- Uni on wel ders who may be recalled or unenpl oyed welders wll be
encouraged by the Union to re-validate their CWB. and Shield
Metal Arc Welding and F.C.A W certificates prior to enploynent
t hrough attendance at a qualified wel ding school.

It is the intent of this agreenent to achieve a snooth transition
from non-qualified to qualified and unenployed to enployed by
havi ng wel ders tested and certified prior to recall to work. It is
not the intent to use this agreenent as an instrument for the
term nation or disqualification fromre-hire by the Conpany.

DATED at Vancouver, in the Province of British Colunbia, this
day of February, 2003.

FOR THE COMPANY: FOR THE UNI ON
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COLLECTIVE AGREEMENT

Between:

KEY MARINE INDUSTRIES LTD.

And:
MARINE WORKERS' & BOILERMAKERS'
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