              Judge Farley’s November 29th Decision- Stelco Workers Must Remain Vigilant

                                    -Rolf Gerstenberger, President, USWA Local 1005-

             USWA Local 1005 opposes the November 29 decision by Justice James Farley of the             Ontario Superior Court to extend Stelco's Companies' Creditors Arrangement Act (CCAA) bankruptcy fraud and accept the Deutsche Bank seizure of Stelco's assets. Any notion that the court's decision is a victory for the workers is a dangerous miscalculation. The workers must remain vigilant about the use of the courts to promote the CCAA fraud.


It should be remembered that when the local unions opposed the original application by Stelco, the judge had to invent a new definition for insolvency in order to accommodate the company. The aim of the entire exercise is to enforce monopoly right to deprive the workers of their rightful claim on the wealth they produce. Now we are to believe that Stelco needs the protection of the "stalking horse" bid to make the company "viable," not that it is to ensure that the vultures that the Stelco board prefers get the upper hand and their plan comes to fruition. The minimum "break-up fee" of $6 million -- which will be taken out of the social product the workers produce -- once again underscores whose interests are served.


What solutions are Stelco and the court proposing? All bidders are going to increase the debt and attempt to exchange the unsecured debt for secured debt at onerous rates of interest. All the deals are designed to ensure a quick return on their investments while the market is hot. This explains why so much emphasis is put on the pension funding and the legacy costs. Any money put towards that takes away from their bottom line.


Justice Farley, in his endorsement of November 29, stated: "While I note that DB (Deutsche Bank) indicated that it was not asking for any concessions from the active workers, it should be appreciated (as it was by the unions) that the pensioners are the most vulnerable of the stakeholders in this situation." The media picked up on this statement as a sign that Justice Farley and the CCAA court care about the pensioners. This in turn promoted an impression that the workers have already won. Far from having won, what Justice Farley means by his statement is very murky. Who should appreciate that the pensioners are the most vulnerable, Justice Farley?


Let there be no confusion about the CCAA process or what the business community is demanding. The Dominion Bond Rating Service (DBRS) issued a press release on November 23 which stated that "Stelco's cost structure remains uncompetitive with labour costs in particular. Most integrated U.S. steel producers have renegotiated their labour contracts with lower labour rates, the elimination or sharply reduced legacy costs, and the removal of restrictive labour practices. Stelco still has its old labour contracts with onerous rates and pension costs." This mouthpiece for the bondholders continues the refrain of calling the workers a cost of production and quite openly signals what outcome they expect from Stelco's CCAA fraud. Courtney Pratt in his November 30 statement to employees, commenting on Justice Farley's November 29 decision, said: "We've stated from the outset that our goal is to preserve pensions, not weaken them.... And we've stated that our goal is a Stelco that, among other things, provides certainly for our pensioners."


What is one to make of this? Everyone is concerned about the pensioners in words, but the spokesman for the bondholders states that Stelco has to get rid of or reduce its legacy costs and the spokesman for Stelco talks about "goals," not legally binding responsibilities and fiduciary obligations. This shows that the workers must remain vigilant. Local 1005 will continue to demand that the company meet its contractual obligations to fund wages, pensions and benefits as stipulated in the legally binding collective agreement. Members of Local 1005 will not accept any attempt by the CCAA court to tamper with their collective agreement and thereby set more "legal" precedent.                                                   (December 7,2004)
