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AWARD 0548

GRANTED

Determination of appropriate rate of interest to be paid to a grievant on back wages awarded in a reinstatement action.

Arbitrator reinstated the Grievant with back pay in a written opinion 04/30/90. After that opinion, the Employer did not reinstate the Grievant until 05/20/90, and the Grievant did not receive back pay until 06/01/90. The Union asked for interest on the back pay from the date of the award until actual payment. Interest was ordered to be paid at the prime lending rate in effect 04/30/90 and compounded daily.

The Employer argues that an award of interest on the back pay is punitive and not warranted in this situation. Furthermore, the Employer asserts that the Arbitrator lacks the authority to impose an obligation, such as this, that is not required by the specific language of the contract.

The Union asserts that the Arbitrator does have this authority, only to be limited to the extent that she must substitute her own rule of damages for that of the adopted parties. The Union cites numerous arbitration decisions to establish this tradition.

The Arbitrtor found that while her remedial authority was not limitless, an award of back pay is within the scope of her arbitrational authority.

As to the issue of circumstances that will warrant the award of back pay interest, two situations are common. First, when the evidence shows that the employer was diliberately trying to injure the grievant, and second, for periods after the award, i.e., "post-judgment interest". In the case at hand, the Employer's behavior indicates that their delay was deliberate and interfered with the underlying principle that arbitration procedures should result in a just, speedy, and inexpensive determination of every action. Accordingly, a "post-judgment interest" award from the date of the award until actual payment was appropriate.

No clear rule existed to assist the Arbitrator in deciding the appropriate rate of interest or compounding period for this award. Various methods were cited by previous arbitration decisions. An "adjusted prime rate", which is a sliding interest scale charged or paid by the IRS in underpayment or overpayment, was found to be most suitable, in order that the grievant be "made whole" again. Therefore, the rate of interest was found to be the "adjusted prime rate" in effect on 04/30/90 compounded daily.
