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 SEQ CHAPTER \h \r 1Letter from the President

To All Members of USW Local 1005 and Pensioners
April 18, 2005
I am writing to you about the announcement issued by the United Steelworkers (USW) on April 13, 2005. It stated that USW signed a letter of intent with Tricap Management Ltd, Brascan's restructuring fund, to work together on a $1.35 billion plan to recapitalize Stelco.

As you know, Local 1005 is not a party to this agreement. Even though our local is the largest with almost 3,000 active employees and 8,000 pensioners, neither before this announcement nor since have we been provided with information on what the agreement entails. You may also be aware that Stelco has outright rejected the proposal. For our part, we have no way to determine that it is any more serious than prior claims regarding Severstal or Deutsche Bank. As a result, we have no information to offer you about the agreement other than what we gleaned from media reports and press releases (see www.uswa.ca and www.stelco.com). 

The position of Local 1005 remains the same -- no matter what arrangements Stelco makes and with whom, we expect the terms of our contract to be honoured. We have no illusions regarding the basic interest of any buyer or investor to maximize their return on the backs of the workers. We harbour no illusions that the workers will find a saviour outside their own struggle in defence of what's theirs by right. 

We know from the experience of our present contract that even after it was negotiated and signed, within nine months Stelco began to pressure the union to open the contract and give a 20-per-cent cut in wages and benefits. Stelco continued to put pressure on the union and the workers, and finally resorted to the Companies' Creditors Arrangement Act (CCAA) to accomplish what it wants. Our resistance has been crucial to defend our interests. We aren't now so naive as to believe that Tricap is willing to invest $1.35 billion into Stelco and wants nothing in return from the workers.

Regarding the Pension Plan
According to the announcement regarding Tricap funding, $500 million will be put into the plan. This is important because major portions of the workers’ claims are centred around the question of pensions. However, we do not know what the workers are supposed to pay for this. All we know is that CCAA should not be used to smash up workers' contracts. 

Stelco signed a contract with Local 1005 in 2002 for a certain level of pension benefits (in August 2005 the benefit increases to $58 plus $30 times years service). When Stelco signed that contract, it did not just mean that Stelco had to pay that benefit to someone who retires, it also meant that it had to fund the pension plan.

It is Local 1005's position that we do not have to ask Stelco to "please fund the pension plan." It is Stelco's legal obligation to fund the plan. 

Since 1996, Stelco took advantage of the 5.1 Election in the Pension Benefits Act and stopped making its solvency payments to the plan. This effectively allowed Stelco to put off making large payments to the plan during the last nine years. However, because of the decision it made in 1996, now its ongoing and unfunded liability payments are increasing dramatically. Stelco is trying to use the CCAA process to get out of its pension funding obligations. 

On February 9, 2005 the provincial government appointee to the steel file issued a letter to Stelco saying that once Stelco exits CCAA it will no longer be able to use the 5.1 Election. The law says that a company has five years to pay off a solvency deficiency. It is Local 1005's position that Stelco should be forced to abide by the law. 

When we read that some vulture capitalists are prepared to invest in Stelco and are willing to put in $500 million into the pension fund, an impression is created that someone is doing us a big favour. This is far from the case. We create every penny that the investors siphon off and for the pension fund. In fact, the workers have the first claim on the wealth they create at Stelco. Stelco should never have been allowed to file the 5.1 elections in the first place. It has an obligation to fund the whole plan. By doing that it is not as if Stelco is doing something special for the workers and now we owe the company. We owe it nothing.

In the 15 months of CCAA, more than once we have witnessed attempts to get us excited about developments. Some called it a "great victory" when the Deutsche Bank offer allegedly didn't demand concessions, or when Judge Farley stated that the pensioners should be looked after. Then it was the Severstal bid which was hailed. Illusions were created that Severstal was prepared to reach a complete agreement shortly. Now we are being asked to believe that Tricap is going to be the saviour for the workers and will look after their interests. What should we make of it?

Local 1005 thinks the workers should rely on their own wisdom. Your local will continue to oppose the use of the CCAA process to undermine the workers' rights, their unions, wages, benefits, working conditions and pensions. We will stick to our logic that these vulture funds are not out to protect the workers' interests and we must do it ourselves.

All for One and One for All!

Fight for the Dignity of Labour!
Rolf Gerstenberger

President
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