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As you know, a Company Union Committee was established to review the labor agreements to ensure compliance
with recent interpretations of California state labor laws and to propose changes to the labor agreements as
appropriate. The Committee has agreed that a revision be made to Section 201.7 of the Physical Agreement and
Section 15.4 of the Clerical Agreement. Both of these sections pertain to the rate of pay applicable to time spent
traveling to training assignments.

Section 201.7 When arrangements are made for an employee to travel each day between the employee's living
quarters and the training location, he/she shall be given an allowance for the time involved which is in excess of the
time normally taken in traveling between his/her living quarters and regular headquarters and such [compensation
shall be paid at the employee's regular straight-time rate of pay.] time will be considered as time worked and
paid at the appropriate rate of pay. Transportation between living quarters and the training location shall be in
accordance with the provisions of Section 201.9.

Section 15.4 When arrangements are made for an employee to travel each day between the employee's living
quarters and the training location, he/she shall be given an allowance for the time involved which is in excess of the
time normally taken in traveling between his/her living quarters and regular headquarters and such [compensation
shall be paid at the employee's regular straight-time rate of pay.] time will be considered as time worked and
paid at the appropriate rate of pay. Transportation between living quarters and the training location shall be in
accordance with the provisions of Section 15.6.

Further, the Company proposes that appropriate retroactive payments for this change be made to active employees
from June 1, 2004 and that such payments be calculated as 2007 wages for tax and benefit purposes.

The parties agree to revisit this issue should the law change regarding the pre-emption of overtime laws impacting
travel time.
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If you are in accord with the foregoing and agree thereto, please so indicate in the space provided below and
return one executed copy of this letter to the Company.

Stephen . R burn
Director a ief Negotiator
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