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 SEQ CHAPTER \h \r 1Verbatim Report of the

Press Conference of Local 1005 of the

United Steelworkers (USW)

Hamilton, May 26, 2005

 SEQ CHAPTER \h \r 1USW Local 1005 is printing below a verbatim report of the press conference it held on May 26. At the press conference, on behalf of the local, President Rolf Gerstenberger explained why Local 1005 will not participate in the court-ordered secret mediation talks to be held under the authority of the Companies' Creditors Arrangement Act (CCAA). The press conference was attended by close to 100 active and retired workers and was held just before the weekly discussion meeting that Local 1005 has been holding for two years.

Rolf Gerstenberger: Good afternoon everybody. I would like to start by quoting the endorsement issued by Judge Farley at the Court hearing on May 19.

It says: "I would therefore invite Local 1005 to participate voluntarily in the mediation. However, if it's participation is not confirmed on a voluntary basis by May 25, 2005, then the monitor, at mediator's request, may move at any time thereafter, for an order that such participation be directed and ordered by the Court."

Just to answer that question which the media have been asking us all week: we are not going to participate in the mediation process. (applause)  I will proceed to give our reasons. The main question we asked is not whether we will participate in the mediation process, but will participating in the process help the workers or harm them, help our pensioners or harm them? That is how we look at everything and we are not going to be threatened or worse. We have to look at this as a union which represents the workers and we have to look at everything from that angle. (applause)

Just quickly, we took our stand on the CCAA process the first day that they filed. We issued a press release at that time saying we did not agree; we think the CCAA process is a fraud. Why we said it at that time was that for nine months before Stelco filed for CCAA, they took all sorts of measures to try to get Local 1005 to agree to open up our contract. They wanted us to give up 20% of our wages and benefits; they wanted us to give up the grievance procedures. They used layoffs. They fired one of our executive members. They took all these measures to try to get us to agree to open our contract and to submit to their pressure. 

When they filed the CCAA, we right away said that this is their next step to try to accomplish what they want. Quite honestly, in sixteen months, we have not seen anything to change that initial assessment of the situation. The only thing that has changed from a year ago is that now Stelco, in four quarters, has announced $150 million in profits, and two of the quarters are actually record profits. They have never made more than the $49 million in a first quarter as they did in 2005, and they have never made more than $58 million in a third quarter, which is what they did last year. 

For us when we started out, we said that CCAA is legalized theft, that it is a fraud; now it is actually getting into a situation where it is a farce for a company to make $150 million in profits even after paying down all sorts of things, including $72 million of CCAA expenses. (shouts of "Shame! Shame!") We produced at least $220 million worth of profit and so to allow them to stay in the CCAA process, it is just outrageous. 

That is the history of why they went into the CCAA process, and what has happened to us since shows that their agenda is the same. It looks like they may have for now given up the part about wanting concessions directly from us. But now they want to work out something, I will use the word scam, with the provincial government and other parties to get out of their pension funding obligations. It looks like that's what the play is. Obviously everything is secret, hush, hush. We do not know very much about the details but this is how it seems they are going to go at this time.

For us, the purpose of this mediation is to impose the CCAA dictate on us. They want to get us into the process so that in the end they can accomplish what they want. After all, this is their ball game; they know how the system works. That is the first reason we're not participating.

The second reason is related to the issue of the mediation process itself. Mediation is a process that is part of the dispute resolution system whereby when two parties are having a dispute, a mediator may come in and try to sort it out so that both parties feel that the problem is solved. Why we are not interested in participating is that we do not have a dispute with any of the parties. Last week before the Court, all the others – what they call stakeholders – they all went to the Court and said that they would like a mediator to settle this dispute. The dispute was around the issue of who is going to invest in Stelco, what is going to happen to the unsecured debts and all the nitty gritty and secret details that Stelco does not want to release. Stelco had it as part of their plan to start their proposal, the bondholders had their secret proposal, the USW, the salaried group and the salaried retiree group were part of the Brascan proposal, so this is all about wheeling and dealing on financial issues. 

Quite honestly, with all those stakeholders we do not have a dispute. What is a mediator going to do for us? What we say is that we have a contract and we expect the federal and provincial governments to abide by the law and make sure that people abide by the law (applause). For us there is no reason to go, it would just be a waste of time. If it was a normal dispute mechanism, a mediation mechanism could be used. Sometimes in the grievance procedure, Local 1005 has participated in these methods of solving disputes. Basically arbitration uses that method. Lots of times the arbitrator will say, "Let me mediate this before I do the arbitration." This is a very common thing. Normally we may not object to it but in the CCAA process it is different because the purpose of the mediation is so they can achieve their objectives with the CCAA. We have no dispute with any of those people. If they want to knock themselves out over sorting out who is going to own Stelco and all that, it really has nothing to do with us. (applause) 

But now, if we are talking about mandatory mediation, now this is something else; this takes us to another level. In Canada, they tell us that we have freedom of association, that we can form our organizations and so on. The other part of that is that these organizations can take decisions; they can decide to act in a certain way and that is their right to do so as long as whatever they decide does not break the law. We can decide a way that we want to deal with different questions. When Judge Farley dictates that he can mandate mediation, and when our decision is not to participate, that really is a serious measure because it violates freedom of association. It says that we as an organization that has been in existence for 60 years have to submit to this dictate and that we have to follow a path that we in good conscience do not think is in the best interests of our members and our pensioners. It is a very serious thing.

We say Stelco has to honour our contract and we want the provincial government to uphold the law on the pension fund. (applause)  If they violate that, if they were going to say that CCAA trumps labour law, that we now have to do such and such, or, if the government was to say that it does not care about the law or that it is going to change it just to help Stelco and work out some arrangement, then what they would do is change this whole equilibrium that exists here. The equilibrium is like this: we go to work; we do our job; we make the steel and we expect the company to pay our wages. We have our benefits, our working conditions and we have our pensions and our pension fund. That is our deal. They are raising that they can violate their part of the deal, what they have to do, and they are going to use CCAA to do it. Yet they expect us to follow all the laws and do our part of the deal. Such a thing is not even under my control. Once you break that situation, that equilibrium, according to which we work every day to produce the steel, a big question comes up over what is going to be there if we do not produce the steel for all these people who are fighting on this and breaking the equilibrium. What is going to be there for all these people to fight over if we don't produce the steel? They can't divide up what we don't produce! (applause; shouts of "Right on!"). 

I talked to a reporter yesterday and he jumped the gun a little bit and asked what we are going to do if they order us? I answered that they are not going to order us but anything more than that I am not really even sure what is going to happen. It is a real risky thing what they want to do. In my discussion last year with Courtney Pratt, he kept saying that we have bad labour relations. Our answer was: "What are you talking about? We are coming to work every day; we are making steel; you have got a record amount of steel with fewer and fewer people working there. Why would you complain that there are bad labour relations? Is it just because we don't agree with CCAA? Well, that is a different situation."

Pratt wants to endanger the equilibrium, to take some action against us and then say: "Oh yes! But we want good labour relations along the way!" I'm not sure it is going to work like that. 

The final thing is the statement Judge Farley made, where he had to deal with confidentiality agreements. They know what we have been saying, that we would not sign confidentiality agreements, so this is what he has to say. "Confidentiality of such discussions in a mediation setting is of the utmost importance. I appreciate that in a very democratic approach to matters a union local may wish to advise its membership about certain particulars. However, it would not be contrary to democratic principles for such discussions to be conducted by the specified executives of a local without involvement of the membership prior to any tentative agreement being put to an informed vote (and in this respect 'informed' includes a full discussion of the pros and cons of any such matter); indeed this would appear to be generally consistent with the traditional approach of the movement." 

Our answer is that for two years we have worked very hard to have these Thursday meetings. Why? Because we don't think that there is a difference between the President, the Executive and the membership, or some separation between us. I was just unlucky enough to be elected President! (applause, laughter). What we have dealt with quite seriously is to inform people so that people here, who take the time to come, know what we know, and we literally report everything. The purpose of that is so we can have informed ongoing discussions about what is happening and what we should do. For us this is not a matter of some formality. We do not do it to make us look good. It is a very serious question for us to have this judge who is now going to dictate how we are going to run our affairs, and he is going to dictate that we are going to go to these secret meetings, keep our mouths shut for the next two or three months and at the end say, "Here is the deal, boys, let's go, let's take it!" (shouts: "No! No! Shame!"). 

For us, first of all he has no right to do it. He can order all he wants but it is a real insult. He is saying, "You guys the members are just nothing; we have many executives here; they will know what is best for you and at the end you just do what they say." Those things happen. That is the business of some unions and it may be how they want to run their affairs but here it does not work like that. For us, it is not even a possibility. This is just not the way we do things; it is a non-starter. (applause)

In that respect, for the reasons that I just listed, that is why we are not going to participate. We think this is a trap. Another reason it is a trap: Who the hell listens to workers anyway? We are not going to go into this process where there are ten different lawyers representing whoever. We would be sitting in a room and once the mediator leaves you have no idea what he is doing. He comes back and tells you whatever he decides you should know. And at the end of the day they will say that we have been part of the process. 

Just to give you some idea, we were told a few months ago that the union, USW, has a hammer. They have got the power to pick the bidder in this CCAA process. They announced that they were supporting Severstal and then there was supposed to be a big movement in some other direction. It was to be announced the next day who the bidder was going to be. Stelco said they rejected them all, that they are not going to be part of the process and the Court said, "OK, no problem, we drop them!" What happened to this process according to which we had the big hammer; we were going to pick the bidder; we were going to do this and do that? 

This happened because this is CCAA. Since the very first day, we said that this is the Wild West, that there are no rules. And nothing has changed since then. They just literally go whichever way they decide. And to think that we are going to go there and we are going to have some influence and we are going to be able to dictate something is a big illusion. Judge Farley said that we are sort of living in heaven and we should get in the real world. Quite honestly, their presentation of the CCAA is not the real world; my presentation of the Wild West of the CCAA is the real world. (applause) 

Now, the final thing. This morning I got a letter from George Adams sent to our lawyer. This is the mystery world of CCAA where everything is "secret." I got this around 9:00 am and by 10:00 am I had a reporter from one of the newspapers asking me if I had seen this letter from George Adams to our lawyer. Now our lawyer did not send it to anyone. So much for secrets in this Wild West CCAA process. It is just a joke.

The letter says: "Dear Ms. White, re: Stelco. Further to my letter of May 20, 2005, I have been conducting preliminary meetings with interested parties. This evening, Wednesday, May 25, 2005, I met with representatives of USW International and affected locals other than your client and was asked about whether I would be requiring your client's attendance at the mediation. I understand Justice Farley encouraged your client to participate and requested that it make a decision in that regard by no later than May 25, 2005. I responded by stating that I would not be requiring your client's participation or anyone else's participation for that matter. This mediation is going to be a voluntary process and your clients will not be directed to attend. I am writing to you at this late hour because I wanted you to know what I had shared spontaneously with members of your community. I also understand as per your letter of May 25, 2005 that the monitor's counsel is attempting to schedule a brief meeting between us for tomorrow evening and I look forward to meeting with you."

We will be meeting with Adams this evening to tell him that we are not participating.  

With that, we are opening the floor to any questions from the media and once this part of the program is over, we are going to proceed with our own meeting. 

Channel 11: I heard what you said about why you don't want to participate but don't you risk having something imposed on you anyway if you are not a part of the process? In the meantime, if you are there at least you have a sense of what could be happening but if you are not there, it just becomes another surprise. 

RG: My answer to that is yes; there is definitely a chance that they may try to impose something, that is the CCAA process. If the judge can issue an order to violate freedom of association and the rights that we have and all that, of course he can do anything. On the other hand, if something is imposed on us, then there is this question of breaking the equilibrium, the smashing of the equilibrium and who knows where things are going to go. That's the danger. Then there is the other issue. Does the CCAA trump labour law? If they want to impose something, does it trump labour law? Now Farley got his hands slapped when he said that CCAA trumps the Corporations and Business Act when he removed the two directors. It went to the Court of Appeal and they said that he did not have the power to do that and the Court put them back. It is not that we love those directors or that we have any feelings either way about them, but it was a good sign that he could not trump that law. It is our contention legally that he can't do it; they can't order something that trumps labour law; but because it is CCAA, they can try to pull it off and we will have to deal with them.

As far as what is happening in the process, that is why I gave the example of people in the process, like USW and some of the locals. They think that in the process they are influencing events. They thought that they were going to pick a bidder but that just disappeared. They did it again with Brascan last week, and then IEP got dismissed in just one sentence. Then they threw a little carrot and said: well in the mediation process someone may want to bring those up again. I have no illusion that we could have any say in this process. 

Hamilton Spectator: Your contract is up by July 31 next year and steel prices are softening. Are you concerned that next year your position will not be as strong because of the steel prices and that you might want to open up your contract when the prices are up? 

RG: First of all, in CCAA, we don't think that our position is very strong. They can make up laws as they go along, so we are mainly taking the position that we have got a contract, and we think we can win. Other than that, for us to say that we could open up our contract now because it is a good situation – we are not convinced that this would be a good thing to do. Once we are out of CCAA, then we will decide if we want to start bargaining early but right now with CCAA we do not see any benefit for us to say, "OK, let's open up our contract because we are in a really good position." 

On the issue of the steel prices, quite honestly you can get half a dozen different views about them. If you read Stelco's analysis of the steel industry, because they are pushing the thing that they are in CCAA and they still want something, they are saying that the future is very bad. If you look at Dofasco's analysis, because they want to raise a few hundred million dollars on the markets, they are presenting that the future of the steel markets is very strong. In mid-2003, there was not one analyst who was predicting that steel prices were going to skyrocket. 

We listen to all that; we read all of it. We follow it but our main thing in defending our interests is that our workforce is informed and educated, and that the workers are discussing what they should do, how to defend their interests, not going by the steel markets. (applause)

Channel 11: So how do you think that this can be solved then? How do you think this can move forward in a positive light for you guys, for Stelco?

RG: The Court should use its power to say that Stelco is not under CCAA and should work out an arrangement with its bondholders and trade creditors. Is that so wild? Why it is a problem for Stelco is that they still want to do something about their legacy costs. They want to get out of their obligations and in particular the pensions. So that is where the problem is. Frankly, there is nobody here in this local who is interested in helping Stelco to get out of their pension obligations. (applause)

Workers' Forum: ... Could you elaborate further on why you disagree with the view that there would be something to be gained from participating in this mediation process? 

RG: We started these meetings (with the workers) in June 2003, and at that time, there were some big bankruptcies going on. One was Air Canada; there was Slater and then Ivaco in September. We were following very closely what was happening. At Air Canada, panic set in, and the unions agreed to give up $1 billion in concessions. Then they spent another year where Air Canada tried to get another $200 million so we watched that. Slater was the same thing. The trick there is that right at the last minute they said they had a deal, and the workers voted on it and it was ready to be signed. Then the company said that things were worse than they thought, they needed a 10% pay cut, which they blackmailed the workers into accepting.  Each of these CCAAs takes a different form; they are a fraud to get the workers to give up something. Like I said before, nothing has changed as far as what we see is the objective. Courtney Pratt started out a year ago saying we have to give up something, everyone is going to take a haircut. Now it is a little harder because they have made $150 million, so now they say that we have to reach a compromise. The message is still the same, but they just present it a bit differently. We have been looking at all the other CCAAs and Chapter 11s (in the US). 

Just for the benefit of everybody, this thing started in 2003. Stelco told us in a meeting that the steelworkers in the States helped those steel companies down there to get rid of their legacy costs. Now they are producing steel at $50 a ton less than Stelco and they are targeting our Ontario market, so they asked us if we could help them to do the same? This is literally what was said: could we help them compete? Then when they released the third quarter results in 2003, they elaborated it again. They asked us to look at what happened to the steel companies down there, that since they dumped their pensioners, their legacy costs, now they are competitive, so how could Stelco become competitive? 

They wanted our help. And then of course they did not want to talk about what happened to the pensioners, whose pensions were cut by 10% to 70%, who lost their benefits for the first few years, that was like "don't talk about that, that is just collateral damage, at least we saved certain steel companies in the States." It is all to increase the return on their investment. There was also the issue of them trying to change the bankruptcy legislation, the CCAA legislation here, to make it easier for them. In the States, the judge literally said in the case of United Airlines that they could simply forget about their pensions. There, all of a sudden, the flight attendants, the machinists were saying that this is not right; they have threatened wildcat strikes and other actions. But the judge merely ordered it. Stelco actually presented to us that it is an unfair advantage in the States for businesses to have the power of Chapter 11 to liquidate contracts and companies in Canada don't have the right to do that.

This is how we looked at this and we said that we are not going to be part of that, because they are not going to stop; it will be just one thing after another using the CCAA fraud.  

Channel 11: Is there any precedent for the position Local 1005 is taking of not joining in this process?

RG: The very first week of CCAA, when we had all the lawyers of the international union and of the other locals, that is the question we asked right there. We said OK, when everything is said and done, what happens if we say no? The lawyers did not know, in the sense that there were no precedents, and our understanding sixteen months later is that the judge has a lot of power, especially in the CCAA process, to coerce people to go along. They call it the three C's: cooperation, communication and common sense. Cooperation means that you get there, wheel and deal, and come to some agreement and then at the end nobody is objecting because they have got you to agree. I don't know for sure about any precedents. 

Jack Miller (retired worker): Let me tell you something. We are a nation of laws. We have contracts. We are obeying our contract that we signed. But the media don't come out and say that Local 1005 has a contract that is valid until 2006. We are obeying our contract but you people don't say anything like that. You go along with those who are breaking the laws and are using the CCAA scam. We have a contract until 2006, we are obeying the laws of the land and we are getting chastised for this. The media should come out and say that we are law-abiding citizens. (applause) We are not troublemakers. We have our President, we have our Executive, we have meetings here and the wisdom of the people here Thursday afternoons. We talk; we think it over. We are law-abiding citizens obeying our contract. (applause) 

RG: What is outrageous is that Judge Farley in his endorsement is threatening to turn us into criminals. He wants to issue an order to say we have to do this and if we don't do it then we could be criminalized. But if they are going to be nervy enough to change the law to make us criminals, then they are going to create a huge problem. 

Any other question from the media? You are happy? OK. Just a final point. A businessperson called me today. He wanted to now what we are going to do. He said that the capital markets are going to be nervous if you are not part of the process. I asked him why would the capital markets be nervous? We are making steel; we are creating all this value, all this wealth for Stelco. They are meeting their interest payments, why should they get nervous? I think they should get nervous if the Court dictates something to us and breaks our contract and causes chaos and havoc. Then they should be nervous. So the capital markets should be encouraging the Court to respect the law. 

With that we are going to end this part of the program. I want to thank the media who are here for coming. The Toronto media did not come and afterwards they all want me to spend fifteen, twenty minutes to tell them what happened here without having to come. Thanks again; we are now going to start our regular Thursday meeting.
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