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PRELIMINARY STATEMENT 

 The Pension Benefit Guaranty Corporation (“PBGC”) and Defendant The Renco Group, 

Inc. (“Renco”) began a dialogue in 2011, when Renco created RG Steel, LLC (“RG Steel”) to 

acquire certain steel mills from Severstal, an international steel conglomerate.  Concerned that 

Severstal’s two pension plans would lose the financial protection afforded by Severstal’s 

immense controlled group, PBGC intervened and outlined its concerns to Renco.  Based on 

assurances from Renco provided during PBGC’s due diligence examination, including that the 

pensions would be “in better hands” as part of Renco’s controlled group, that Renco “honored its 

obligations,” and that Renco had “significant equity and liquid assets” to stand behind the 

pension liabilities it was assuming, PBGC concluded that the Severstal-Renco transaction did not 

increase PBGC’s risk sufficiently to justify terminating the Severstal pension plans.    

 Renco’s steel-mill acquisition proved disastrous as, almost immediately, RG Steel 

floundered and required significant capital from Renco.  Despite several loans, RG Steel 

continued to hemorrhage cash.  By the end of 2011, Renco faced the prospect of losing its 

investment and of Defendants incurring tens of millions of dollars in pension liabilities. 

 Desperate to stem the losses, Renco sought financing for RG Steel through a third-party 

loan for $200 million.  Because the proposed transaction could result in removing RG Steel from 

the much larger Renco controlled group if equity were part of the transaction, this proposed 

financing triggered a reporting obligation to PBGC.  PBGC immediately recognized RG Steel’s 

dire financial condition, and the increased risk to PBGC’s insurance fund if RG Steel’s pension 

plans lost the backstop provided by the Renco controlled group.  PBGC sought additional 

information about the contours of the proposed financing and began laying the groundwork for 

the possible termination of RG Steel’s pension plans before the transaction closed.  Termination 
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would have fixed the liability for the then-$70 million pension underfunding with Defendants.    

 In early January 2012, Renco and Cerberus Capital Management, L.P. (“Cerberus”) 

began negotiations for Cerberus to loan RG Steel $125 million in exchange for warrants giving 

Cerberus the option to buy 49% of RG Steel’s equity.  Cerberus’s reluctance to make this 

investment, given RG Steel’s precarious financial condition (even with the additional capital 

infusion), eventually was overcome through Renco’s agreement to backstop a large portion of 

the loan with its own assets and to provide an additional $60 million capital infusion in the 

months after the loan.  However, instead of Cerberus taking warrants for 49% of RG Steel’s 

equity, Renco insisted that Cerberus accept 24.5% in direct equity and 24.5% in warrants.  A 

warrants-only transaction would have left RG Steel in Renco’s controlled group, because Renco 

would have continued to own all of RG Steel’s equity until Cerberus actually exercised the 

warrants.  The injection of direct equity into the transaction, at Renco’s insistence, allowed 

Renco to escape responsibility for the pensions by dropping its ownership of RG Steel to below 

the 80% controlled-group threshold.   

 Renco’s plan to avoid liability for the RG Steel pension plans would have been defeated 

if PBGC terminated the plans before the transaction closed.  To ensure that it won the race by 

severing its responsibility to the pension plans ahead of PBGC’s termination action, Renco 

misled PBGC about the status of the negotiations, including by failing even to disclose 

Cerberus’s name.  In response to PBGC’s repeated inquiries in early January 2012, Renco 

consistently told PBGC that no transaction was imminent.  Renco’s false assurances continued 

through the last business day before the transaction closed.  Renco never revealed that it had 

reached a deal in principle with Cerberus or that during the entire week before closing, teams of 

lawyers were working day-and-night to prepare the deal documents. 

Case 1:13-cv-00621-RJS   Document 60   Filed 06/20/14   Page 7 of 41



3 

 

 Renco’s false assurances worked.  On the last business day before the closing, PBGC 

believed that time was still available to reach a settlement that would not require the termination 

of RG Steel’s pension plans, only to learn, on the afternoon of January 17, that the transaction 

with Cerberus closed that morning, resulting in Renco’s ownership in RG Steel falling below 

80%, thus removing RG Steel from Renco’s controlled group.   

 A mere five months later, RG Steel filed for bankruptcy and was liquidated.  Without any 

solvent sponsor or controlled-group members, PBGC was required to terminate RG Steel’s 

pension plans and pay benefits to retirees.   

 This sequence of events compels the conclusion that Renco engaged in the Cerberus 

transaction to evade RG Steel’s pension liabilities, in violation of 29 U.S.C. § 1369, by removing 

its weak, financially teetering subsidiary from its controlled group and leaving PBGC to assume 

the underfunded pension obligations with minimal chance of recovery.  The record confirms that 

Renco carefully structured the transaction to ensure that RG Steel left the Renco controlled 

group.  When PBGC informed Renco that it was terminating RG Steel’s pension plans and 

maturing Renco’s liability before any transaction closed, the record confirms the depth of 

Renco’s deception to PBGC about the transaction status to prevent PBGC from taking action. 

FACTUAL BACKGROUND 

 Plaintiff PBGC administers the pension insurance program created under Title IV of the 

Employee Retirement Income Security Act of 1974, as amended (“ERISA”).
1
  Defendant Renco 

is a privately-held New York corporation, with its principal place of business is New York, New 

York.  PBGC’s Local Rule 56.1 Statement of Material Facts (“56.1 Statement”) ¶ 2.  Renco, 

                                                 
1
  29 U.S.C. § 1302(a) (2012). 
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through its subsidiaries and operating companies, employs approximately 14,000 people and 

generates revenues of about $3.5 billion annually.  Id. ¶ 3.  Each of Ilshar Capital LLC; Blue 

Turtles, Inc.; Unarco Material Handling, Inc.; Inteva Products LLC; The Doe Run Resources 

Corporation; and US Magnesium LLC are members of Renco’s controlled group.  Id. ¶ 4.  

 Renco Purchases the RG Steel Mills. 

Prior to March 2011, Renco formed RG Steel, a wholly-owned subsidiary.  On or around 

March 1, 2011, RG Steel entered into a stock purchase agreement with Severstal US Holdings II, 

LLC, Severstal US Holdings, LLC, and Severstal Sparrows Point, LLC (collectively, 

“Severstal”) to purchase the steel mill company Severstal Sparrows Point, LLC (“Sparrows”).  

Id. ¶ 9.  Sparrows, in turn, owned the steel mill companies Severstal Warren, LLC and Severstal 

Wheeling, LLC.  Id.  RG Steel assumed responsibility for two defined-benefit pension plans 

sponsored by Severstal Wheeling, LLC and Severstal Warren, LLC (the “Pension Plans”).
2
  Id. 

¶ 10.  Each of the Pension Plans is covered by Title IV of ERISA.  Id. ¶ 8. 

Upon learning of the pending sale, PBGC promptly contacted Severstal and Renco and 

expressed PBGC’s concerns about the sale’s effect on the Pension Plans.  See id. ¶ 11.  Renco 

responded to PBGC’s concerns with a letter assuring PBGC that it faced no additional risk, 

discussing the advantages of the transaction, noting that the Pension Plans were safely in 

Renco’s controlled group, referencing the Renco controlled group’s significant financial 

resources, and touting Renco’s long-standing and good working relationship with PBGC.  Id. 

¶ 12.  Based on Renco’s assurances in this comfort letter and PBGC’s due diligence, PBGC 

concluded that Renco could easily support the Pension Plans.  Id. ¶¶ 12-13. 

                                                 
2
  After the Severstal-Renco transaction closed, these plans were renamed the RG Steel 

Wheeling, LLC Pension Plan and the RG Steel Warren, LLC Hourly Employees Pension Plan. 
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RG Steel Experiences Financial Distress. 

Almost immediately after the Renco-Severstal transaction closed, RG Steel encountered 

financial difficulty, requiring Renco to loan RG Steel approximately $109.8 million between July 

2011 and December 2011.  Id. ¶ 15.  Despite Renco’s loans, RG Steel’s financial distress 

increased, and Renco began exploring alternative sources of financing.  Id. ¶ 16. 

Because Renco did not want to invest any more of its own cash, Renco, RG Steel, and 

their advisors contacted at least twenty potential investors, including Cerberus, between 

November and December 2012, to discuss financing for RG Steel.  Id. ¶¶ 16, 17.  Renco initially 

solicited a $200 million loan for RG Steel, secured by RG Steel’s assets only, a transaction that 

would not include the transfer of any RG Steel equity.  Id. ¶ 16.  Upon reviewing the proposed 

loan transaction, Cerberus, and all the other investors, declined to pursue any transaction with 

RG Steel.  Id. ¶¶ 18, 21.  Around the time that the investors passed on this initial proposal, RG 

Steel prepared for a bankruptcy filing.  Id. ¶ 22. 

  Renco Notifies PBGC of a Potential Transaction. 

In certain cases, ERISA requires a plan’s contributing sponsor to notify PBGC of a 

“reportable event” at least 30 days before the effective date of the event.
3
  This includes notice of 

a transaction that will result in one or more persons ceasing to be members of the plan sponsor’s 

controlled group.
4
  The advance notice is intended to give PBGC time to take appropriate actions 

to protect the plan participants and the Title IV insurance program.
5
     

                                                 
3
  See 29 U.S.C. § 1343(b); 29 C.F.R. § 4043.61. 

 
4
  29 C.F.R. § 4043.62; see also 29 C.F.R. § 4043.29.   

 
5
  See PBGC Form 10-Advance Instructions at 1, available at 

http://www.pbgc.gov/documents/10_a_instructions.pdf (last visited June 5, 2014). 
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On December 16, 2011, Renco filed an Advance Notice of Reportable Events with PBGC 

(the “Notice”), notifying PBGC that RG Steel was in the market to raise capital, and that any 

such transaction could include Renco’s transfer of part of its equity interest in RG Steel to a 

private institutional investor.  56.1 Statement ¶ 19.  According to the Notice, the proposed 

transaction could result in the removal of RG Steel from Defendants’ controlled group.  Upon 

receiving the Notice, PBGC immediately became concerned.  The Pension Plans were 

significantly underfunded and, if the Pension Plans were separated from the Renco controlled 

group and RG Steel’s business failed, PBGC would have no available source from which to 

recover the Pension Plans’ unfunded liabilities.  Therefore, PBGC sent Renco a request for 

information necessary to evaluate the proposed transaction.  Id. ¶ 20.   

Cerberus and Elliott Commence Due Diligence. 

Following the submission of the Notice to PBGC, Ira Rennert, the Chairman of Renco, 

contacted Steven Feinberg, the Chief Executive Officer of Cerberus, to propose a revised 

transaction.  Id. ¶ 23.  Renco proposed that Cerberus loan $125 million to RG Steel in exchange 

for 50% of RG Steel’s equity.  Id.  Importantly, and in contrast to Renco’s earlier proposal, the 

new proposal provided significant collateral and other guarantees and credit support from Renco.  

Id. ¶ 43; see id ¶ 18.  On January 4, 2012, Cerberus and Renco met to discuss the proposed 

transaction.  Thereafter, Cerberus resumed its diligence on an expedited basis.  Id. ¶ 24. 

While Renco resumed discussions with Cerberus, Renco also pursued discussions with 

another party – Elliott Capital Management (“Elliott”).  Id. ¶ 25.  On January 4, 2012, Elliott 

issued a term sheet to Renco for a proposed transaction.  Elliott proposed loaning RG Steel $125 

million in exchange for security interests and warrants to purchase 39% of RG Steel’s equity.  Id.   

Case 1:13-cv-00621-RJS   Document 60   Filed 06/20/14   Page 11 of 41



7 

 

Also on January 4, representatives of PBGC and Renco held a conference call to discuss 

the status of the potential transaction.  Id. ¶ 26.  Renco indicated that it was negotiating with two 

unnamed potential investors and that a transaction could be agreed upon during the week ending 

January 13, 2012, with the financial close during the following week or two.  Id. ¶ 27.  PBGC 

again expressed to Renco its concern that any such transaction exposed PBGC to a significantly 

increased risk of loss if the Pension Plans exited the Renco controlled group.  Id. ¶ 28.     

The next day, January 5, 2012, PBGC sent Renco an email reiterating PBGC’s concerns 

about the potential transaction.  Id. ¶ 29.  Because PBGC was concerned about RG Steel leaving 

Defendants’ controlled group, PBGC proposed that Renco guarantee the Pension Plan liabilities.  

Under the guarantee, the Defendants would remain jointly and severally liable for the Pension 

Plans’ termination liabilities even after a transaction that removed RG Steel from Renco’s 

controlled group.  The economic effect of PBGC’s proposed guarantee would be to keep the 

Pension Plans within the Renco controlled group.  PBGC concluded by requesting additional 

information, including RG Steel’s financial projections.  Id.   

On January 6, 2012, Dana Cann, the senior financial analyst on the case for PBGC, asked 

Renco for an update on the status of the potential transaction.  Id. ¶ 30.  Renco responded that 

there was nothing new to report, and that negotiations were continuing.  Id.  That afternoon, Mr. 

Cann emailed Renco a follow-up letter, once again discussing PBGC’s concerns about the 

proposed transaction and restating PBGC’s desire that Renco guarantee the pension liabilities.  

Id. ¶ 31.  In that letter, PBGC noted that the Pension Plans were underfunded by about $70 

million.  Id.  PBGC also issued an administrative subpoena to Renco, requesting additional 

information about the potential transaction and its impact on the Pension Plans.  Id. ¶ 32.   
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PBGC Prepares to Terminate the Pension Plans. 

Title IV of ERISA provides the exclusive means of terminating a covered, defined-

benefit pension plan.
6
  PBGC may initiate termination of an underfunded plan if it determines 

that one of the four criteria set forth in 29 U.S.C. § 1342(a) is met.  Importantly, PBGC can 

initiate termination where PBGC’s possible long-run loss with respect to a plan may reasonably 

be expected to increase unreasonably absent plan termination.
7
  

PBGC follows an established administrative process to determine whether PBGC should 

initiate termination of a plan.
8
  PBGC staff collects and examines relevant information and 

prepares a written recommendation that PBGC should initiate termination of the plan.  Typically, 

the staff presents its recommendation to the Trusteeship Working Group (“TWG”) – an 

interdisciplinary body comprised of representatives from PBGC’s financial, actuarial, policy, and 

legal offices – which considers the recommendation, and then makes its own recommendation.
9
  

The TWG then transmits its recommendation and supporting documents to the “deciding 

official.”
10

  In situations of exigency, the staff can seek approval to bypass the TWG process.
11

  

After the TWG transmits its recommendation, or the TWG process is bypassed pursuant 

                                                 
6
  29 U.S.C. § 1341(a)(1); see also Hughes Aircraft Co. v. Jacobson, 525 U.S. 432, 446 (1999). 

 
7
  29 U.S.C. § 1342(a)(4). 

 
8
  PBGC Directive TR-00-2, Termination and Trusteeship of Single-Employer Pension Plans, 

issued August 30, 2011 (“PBGC Directive TR-00-2”), attached as Exhibit 42 to the Decl. of John 

A. Menke in Support of PBGC’s Motion for Summary Judgment (hereinafter “Menke Decl.”).   

 
9
  Id. §§ 6(k), 7.  

 
10

  Id. § 8(a). 

 
11

  Id. § 10(a). 
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to the exigency procedures, the deciding PBGC official – in this case, PBGC’s Director – will 

review the recommendation and supporting documents, and determine whether the plan should 

be terminated.  The deciding official also determines the appropriate plan termination date that 

should be proposed to the plan administrator.  The decision is documented in a Termination and 

Trusteeship Decision Record (“TDR”) and a Notice of Determination (“NOD”).
12

  PBGC 

notifies the plan administrator of its determination by issuing the NOD.
13

   

From the time PBGC received the Notice, it was concerned about the impact of any 

transaction on the Pension Plans.  These concerns only increased as PBGC collected additional 

information from Renco and learned of RG Steel’s dire financial condition and the risks that 

separating the Pension Plans from the Renco controlled group meant for PBGC’s bottom line.  

Id. ¶ 33.  Of course, PBGC is well aware of the powerful negative impacts that pension plan 

termination can have on the target company, particularly weak companies like RG Steel.  

Because of these impacts, which in extreme cases can include the disruption of efforts to obtain 

new financing, and even the collapse of the business and the loss of jobs, PBGC seeks every 

option available to it to protect its interests short of plan termination.   

In this case, in an attempt to avoid the “nuclear option” of plan termination, PBGC 

diligently pursued a settlement with Renco, which would have obviated the need to terminate the 

Pension Plans.  Due to concerns about when the transaction might close, however, PBGC 

commenced the termination process so that it was ready, if necessary, to initiate termination of 

the Pension Plans before any transaction could occur.  Termination of the Pension Plans would 

                                                 
12

  Id. at §§ 6(f), (h). 

 
13

  See 29 U.S.C. § 1342(c). 
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have made Renco liable for the Pension Plans’ underfunding, even if RG Steel were to later 

leave Renco’s controlled group, thereby protecting against PBGC’s long-run loss.  See id. ¶ 34.   

On January 6, 2012, the PBGC case team notified PBGC’s public affairs department 

about the potential termination – allowing time to arrange for publishing notice of PBGC’s 

decision.  Id. ¶ 35.  Over the weekend of January 7 and 8, the case team drafted the 

memorandum recommending that PBGC initiate termination of the Pension Plans.  Id. ¶ 36.  

Because of the uncertainty surrounding the timing of the transaction close, the case team 

obtained approval to bypass the TWG using exigency procedures.  Id. ¶ 37.     

Events during the Week of January 9 to 13, 2012. 

During the conference call on January 4, 2012, Renco had told PBGC that it might reach 

agreement on a RG Steel transaction during the week of January 13, 2012, with the closing to 

occur a week or two thereafter.  On January 6, Renco sent PBGC a presentation listing the 

potential transaction closing date as January 10, with a notation that the date was a 

“placeholder.”  Id. ¶ 38.  Therefore, on January 9, PBGC again contacted Renco to determine the 

status of the potential transaction.  Ari Rennert, Renco’s President, responded: 

Nothing is imminent . . . .  One of the two parties is scheduled to 

go down to meet with the management team for further diligence 

Wednesday or Thursday this week.  They have indicated to us that 

they need approximately two more weeks to complete their 

diligence process.  The other party who is further along from a 

diligence perspective has not sent us documentation and has not 

indicated when we should receive it.  I thought we received a term 

sheet from this group but we in fact have not.  Considering the 

discussions with this group last week the status of this transaction 

is unclear.  Rest assured we will work with you and keep you 

apprised as soon as we learn anything.   
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Id. ¶ 39.  Later that morning, PBGC had a conference call with Renco and its advisors.  During 

the call, Renco relayed the same message about the status of the potential transaction.  Id. ¶ 40. 

PBGC again asked Renco to consider a guarantee, which would mitigate PBGC’s concerns.  Id. 

 Unbeknownst to PBGC, immediately following the e-mail exchange and phone 

conversation on Monday, January 9, a great deal of activity occurred between Renco and 

Cerberus: 

 Monday, January 9:  Renco and Cerberus both formed legal teams and instructed 

them to begin working around the clock to prepare documentation so that the 

financing transaction could close as soon as possible.  Id. ¶ 41. 

 

 Tuesday morning, January 10:  Renco and Cerberus reached an agreement in 

principal on the significant terms of the transaction.  Id. ¶ 42.  Cerberus prepared a 

term sheet reflecting the major terms – Cerberus would loan $125 million to RG Steel 

in exchange for, inter alia, a second lien on all of RG Steel’s assets and “penny” 

warrants for 49% of Renco’s equity interest in RG Steel.  Id. ¶ 43.  Renco agreed to 

subordinate a $100 million loan it had already made to RG Steel to the new loan from 

Cerberus, to provide security and guarantees for $62.5 million of the new loan, and 

either to directly provide $60 million of additional liquidity to RG Steel, or to provide 

security for an additional loan of $60 million from Cerberus to RG Steel.  Id. 

   

 Tuesday afternoon, January 10:  Renco contacted Wells Fargo, the co-agent for RG 

Steel’s senior lending group.  Renco informed Wells Fargo that it had reached a deal 

with Cerberus for additional, second lien financing for RG Steel and provided a 

detailed list of items that would be required from RG Steel’s first-lien bank lenders to 

accommodate the Cerberus transaction.  Renco asked that “Lender[] approval be 

obtained immediately.”  Id. ¶ 44. 

  

 Wednesday, January 11:  RG Steel’s restructuring advisor Conway Mackenzie 

asked whether there would be a public announcement of the contemplated Cerberus 

transaction, and indicated that RG Steel could not “string” Elliott along any further 

without “incurring damage.”  In response, James Reitzig of Renco told Conway 

Mackenzie that he had notified Elliott that it “should not spend significant time or 

money on this opportunity.”  Id. ¶ 45.   

 

Despite its promise to keep PBGC informed, Renco never called PBGC about any of these 

developments. 
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Renco Insists that Cerberus Take Direct Equity in RG Steel. 

 

After reaching the agreement in principle, Cerberus prepared a draft term sheet reflecting 

its receipt of penny warrants for 49% of RG Steel’s equity.  Id. ¶ 43.  Thereafter Cerberus’s 

counsel prepared transaction documents consistent with Cerberus’s receipt of two tranches of 

warrants, each for 24.5% of the RG Steel equity.  Id. ¶ 46.  After reviewing and editing the 

transaction documents on Wednesday evening, January 11, Michael Ryan, Renco’s lead counsel, 

contacted counsel for Cerberus and insisted that Cerberus take 24.5% in RG Steel membership 

units (actual equity) and 24.5% in warrants.  Id.  Mr. Ryan viewed the warrants that Cerberus 

wanted as being equivalent to direct equity because the warrants participated in distributions and 

carried consent rights.
14

  Id. ¶ 47.  Mr. Ryan knew that the transfer of 24.5% of RG Steel’s direct 

equity would break Renco from the RG Steel controlled group, but that Cerberus’s receipt of 

warrants for 49% of RG Steel may not break the controlled group.  Id.  Mr. Ryan wanted to 

avoid giving PBGC any argument that Renco remained in RG Steel’s controlled group after the 

financing transaction was closed.  Id.   

Nevertheless, Cerberus resisted accepting any direct equity in RG Steel.  On Thursday, 

January 12, 2012, Daniel Wolf, the President of Cerberus’s financing affiliate, protested that 

“[w]e have always discussed warrants.  We are a lender and should [not] be forced to hold direct 

equity.  That was always the discussion.”  Id. ¶ 48.  Indeed, this dispute about equity and 

warrants continued to be actively discussed as of the morning of January 13.  Id. ¶ 49.     

PBGC knew nothing of these developments between Renco and Cerberus, and, despite 

Renco’s promise on Monday, January 9, to keep PBGC informed, Renco did not contact PBGC 

                                                 
14

  Tellingly, Mr. Ryan did not insist that Cerberus take all 49% as direct equity, but only 24.5% 

of the warrants, just enough to break the controlled group, even though Cerberus’s remaining 

warrants similarly participated in distributions and carried consent rights.  Id. ¶¶ 81-82. 
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or comment on the guarantee that PBGC had proposed.  Id. ¶ 50.  Despite silence from Renco, 

PBGC continued on its dual track of seeking a settlement from Renco and preparing to terminate 

the Pension Plans in the event Renco refused to continue to back the plans.  Id.  Between January 

11 and 13, the PBGC case team circulated its termination recommendation (and accompanying 

exigency memos) for the necessary review and approval.  Id. ¶ 51.  This process culminated in 

PBGC’s Director signing the TDR and his decision to “Approve [the] Request to Terminate” the 

Pension Plans on the morning of January 13, 2012.  Id. ¶ 52.  At that point, the only remaining 

steps required to effect termination were for PBGC’s Director to sign the NODs,
15

 and for PBGC 

to issue the NODs to the plan administrators and notify the plan participants and beneficiaries of 

the termination.
16

  Id. ¶ 53. 

The January 13, 2012 Calls between PBGC and Renco.  

On the morning of Friday, January 13, 2012, after PBGC’s Director approved termination 

of the Pension Plans, PBGC decided to make one final attempt to talk to Renco about 

guaranteeing the Pension Plans’ liabilities.  Id. ¶ 54.  PBGC’s senior financial analyst, Dana 

Cann, called Renco to discuss the situation.  Id. 

Mr. Cann first spoke with John Grimaldi, a Vice President at Renco and the contact 

person Renco identified for PBGC in the Notice.  Id. ¶ 55.  Mr. Cann informed Mr. Grimaldi that 

PBGC was moving to terminate the Pension Plans before any RG Steel transaction breaking the 

Renco controlled group could occur.  Id.  Mr. Cann explained that PBGC would stop its 

                                                 
15

  The First Amended Complaint erroneously states that PBGC’s Director signed the NODs.  

PBGC’s Director actually signed his approval to terminate the Pension Plans, but not the NODs. 

  
16

  PBGC typically notifies participants through newspaper publication.  Here, the case team 

worked with PBGC’s press department to arrange such publication.  By January 13, the team had 

approved the draft notice, leaving the final step of arranging space once the NODs were signed.   
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termination action if Renco provided a guarantee of the Pension Plans’ liabilities, or, short of a 

guarantee, entered into a stand-still agreement to maintain the status quo and allow time for a 

negotiated resolution.  Id. ¶ 56.  Mr. Grimaldi relayed this information to Ari Rennert, Renco’s 

President, and Ira Rennert, Renco’s Chairman.  Id. ¶ 57.        

Almost immediately thereafter, around 10:00 am, Ari Rennert and Ira Rennert called Mr. 

Cann.  Id. ¶ 58.  During this call, Mr. Cann reiterated to the Rennerts that PBGC was prepared to 

terminate the Pension Plans unless Renco provided a guarantee or entered into a standstill 

agreement.  Id. ¶ 59.  Ari Rennert responded that “no transaction was about to happen, that a 

transaction was dead.”  Id. ¶ 60.  The Rennerts asked PBGC not to proceed with termination, 

explained the grave consequences of any termination action, and asked Mr. Cann to send a draft 

standstill agreement for their review.  Id. ¶ 61.  Contemporaneous writings memorializing the 

phone call reflect that the Rennerts also stated that equity was no longer part of the transaction, 

and that Renco would consider the standstill agreement.  Id. ¶ 62. 

Based on the Rennerts’ statements that no transaction was imminent and that Renco 

would consider a standstill agreement with PBGC, PBGC’s counsel prepared a draft standstill 

agreement, which Mr. Cann sent, as requested, to Ari Rennert in the afternoon of January 13.  Id. 

¶ 63.  In response, Mr. Rennert acknowledged receipt of the agreement, and stated that he would 

forward it to Renco’s attorneys for review and then “revert back” to PBGC.  Id. ¶ 64.  Because 

PBGC believed the Rennerts’ statements that the transaction was not imminent and that Renco 

was amenable to discussing the standstill agreement, PBGC decided to suspend the termination 

process for the Pension Plans.  Id. ¶ 65.  

But what the Rennerts did not tell Mr. Cann, despite having assured him and PBGC only 

days before that they would “keep [PBGC] apprised as soon as [they] learn anything,” was the 

Case 1:13-cv-00621-RJS   Document 60   Filed 06/20/14   Page 19 of 41



15 

 

truth about how the transaction status had changed during that week.  Id. ¶ 66.  The Rennerts did 

not tell PBGC that Renco and Cerberus had been documenting the financing transaction since at 

least January 10.  See id. ¶¶ 41, 67.  They did not tell PBGC that the Elliott deal was “dead” 

because Renco was sufficiently assured that it had a deal with Cerberus and did not want to 

“string [Elliott] along further,” for fear of “incurring damage.”  Id. ¶ 68.  The Rennerts did not 

tell PBGC that Renco had asked RG Steel’s lending group to modify their credit facility to 

accommodate the transaction.  Id. ¶ 69.  And the Rennerts did not tell PBGC that Renco’s 

counsel had insisted that Cerberus should receive equity rather than warrants to ensure that RG 

Steel was severed from Renco’s controlled group.  Id. ¶¶ 70, 46-47.  Had the Rennerts conveyed 

to PBGC even a fraction of these developments reflecting the true status of the transaction, 

PBGC would have terminated the Pension Plans immediately.  Id. ¶ 65.    

Renco Completes the Transaction with Cerberus. 

At the same time Ari Rennert told Mr. Cann during the Friday morning call that no 

transaction “was about to happen,” Renco’s counsel was working with Cerberus’s counsel to 

resolve the remaining deal issues.  Id. ¶ 71.  About an hour after the PBGC call, Cerberus’s 

counsel emailed Renco’s counsel a summary of certain open issues and proposed resolutions, 

including a statement that “[i]f the initial funding and Closing Date is Tuesday, Cerberus expects 

that funding on Term Loan A will occur two Business Days later (Thursday).”  Id. ¶ 72. 

While Renco and Cerberus did reach a temporary impasse in negotiations later on Friday 

afternoon and Cerberus instructed its counsel to stop work, Renco’s counsel never stopped 

working on the deal and continued to send revised documents to Cerberus and its counsel.  Id. 

¶ 73.  As Mr. Ryan later explained, he “was comfortable that Renco wanted to continue to get a 

deal done.”  Id. ¶ 74.  A mere five minutes after the impasse began, Daniel Wolf of Cerberus 
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called Ari Rennert to open “back channel” discussions to revive the deal.  Id. ¶ 75.  They swiftly 

arranged a meeting of the principals to resolve their disputes at the next available opportunity, 

the evening of Saturday, January 14, 2012.  Id. ¶ 76. 

At the January 14 meeting, Renco and Cerberus resolved their open issues in less than 

one hour.  Id. ¶ 77.  Thereafter, Renco and Cerberus instructed their counsel to continue working 

around the clock toward a closing as soon as possible.  Id. ¶ 78.  On Tuesday, January 17, the 

first business day after PBGC sent the standstill agreement to Renco, Renco closed a deal with 

Cerberus, resulting in Renco’s ownership of RG Steel being reduced to 75.5%, with 24.5% of the 

ownership going to Cerberus (the “Transaction”).  Id. ¶ 81.   

Though Renco and Cerberus were busily working on closing the Transaction, Renco still 

never updated PBGC.
17

  Even as Mr. Cann and Ari Rennert exchanged emails on the morning of 

January 17, to schedule a time to discuss the standstill, Ari Rennert did not mention the imminent 

closing.  Id. ¶¶ 83-84.  Only after the Transaction closed, and RG Steel was severed from 

Renco’s controlled group, did Ari Rennert inform Mr. Cann of the Transaction.  Id. ¶ 85.   

RG Steel’s Bankruptcy and Termination of the Pension Plans. 

Less than five months after the close of the Transaction, RG Steel declared bankruptcy 

and its assets were subsequently liquidated.  Id. ¶¶ 90-91.  In November 2012, PBGC took 

responsibility for each Pension Plan pursuant to 29 U.S.C. § 1342(c) and established August 31, 

2012, as each Pension Plan’s termination date.  Id. ¶ 92.   

 

                                                 
17

  Before the Transaction closed, Renco never identified Cerberus to PBGC as a potential 

investor.  Similarly, Renco did not inform Cerberus that PBGC was reviewing the potential 

transaction, or that PBGC had stated its intention to terminate the Pension Plans.  Id. at ¶ 86.    
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ARGUMENT 

 

 Summary judgment is appropriate where, as here, “the movant shows that there is no 

genuine dispute as to any material fact and the movant is entitled to judgment as a matter of 

law.”
18

  The movant may show its entitlement to judgment as a matter of law by identifying the 

pleadings, depositions, interrogatory answers, and admissions that, together with any affidavits, 

“demonstrate the absence of a genuine issue of material fact.”
19

  To defeat summary judgment, 

the non-moving party must “come forward with specific evidence demonstrating the existence of 

a genuine dispute of material fact.”
20

  Affidavits or declarations in opposition must be made on 

personal knowledge and properly supported.
21

  No dispute is “genuine” unless “the evidence is 

such that a reasonable [fact-finder] could return a verdict for the non-moving party,” and no fact 

is “material” unless its existence “might affect the outcome of the suit under [] governing law.”
22

 

I. PBGC IS ENTITLED TO SUMMARY JUDGMENT ON ITS CLAIM 

AGAINST DEFENDANTS FOR LIABILITY UNDER 29 U.S.C. § 1369. 

 

A. The Standard for Liability under 29 U.S.C. § 1369. 

Under Title IV of ERISA, when a covered pension plan terminates, the plan sponsor and 

each controlled-group member become jointly and severally liable to PBGC for, inter alia, the 

                                                 
18

  FED. R. CIV. P. 56(a). 

 
19

  Celotex Corp. v. Catrett, 477 U.S. 317, 323 (1986); see FDIC v. Great Am. Ins. Co., 607 F.3d 

288, 292 (2d Cir. 2010). 

 
20

  Great Am. Ins. Co., 607 F.3d at 292 (citing Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 

249 (1986)).  

 
21

  FED. R. CIV. P. 56(c)(4). 

 
22

  Anderson, 477 U.S. at 248; see also Scott v. Harris, 550 U.S. 372, 378 (2007) (a court must 

view the facts and draw reasonable inferences in the light most favorable to the non-movant).  
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plan’s unfunded benefit liabilities.
23

  Under 29 U.S.C. § 1369, a plan sponsor will have the same 

liability to PBGC if it enters into a transaction with a principle purpose of evading pension 

liability and the pension plan terminates within five years.
24

   

The seminal case analyzing liability under section 1369 is PBGC v. White Consolidated 

Industries,
25

 where the Third Circuit addressed whether a company’s sale of its unprofitable and 

pension-burdened subsidiary to an undercapitalized buyer violated section 1369.
26

  In affirming 

the liability, the Third Circuit referenced numerous notes and memoranda in the record, 

revealing the seller’s awareness of the possibility of plan termination before the transaction took 

place, and found that the seller’s lawyers structured the deal to “minimize [the seller’s] unfunded 

pension liability exposure” and “maximize[e] protection from being held responsible for the 

unfunded pension liabilities.”
27

  As the Third Circuit noted, the transaction was “clearly 

structured . . . to shift as much of the unfunded pension responsibility as possible to [the buyer] 

in the event of termination” and the seller “was aware of the ways in which it might be held 

liable for its past unfunded pension liabilities and took steps to transfer those liabilities and 

prevent the plans from terminating while it still might be held partially or fully responsible.”
28

  

                                                 
23

  29 U.S.C. § 1362(a), (b); see also 29 U.S.C. § 1307 (providing joint and several liability for 

statutory premiums).  

 
24

  29 U.S.C. § 1369(a) (applicable to both plan sponsors and members of their controlled group). 

 
25

  PBGC v. White Consol. Indus., 215 F.3d 407 (3d Cir. 2000) (“WCI II”) (affirming liability 

under 29 U.S.C. § 1369); PBGC v. White Consol. Indus., 998 F.2d 1192 (3d Cir. 1993) (“WCI I”) 

(reversing order granting defendants’ motion to dismiss). 

 
26

  WCI II, 215 F.3d at 413-14. 

 
27

  Id. at 415-16. 

 
28

  Id. at 417-18. 
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Taken together, this evidence established that the seller sought “the transfer of a group of failing 

businesses as a means of evading pension liabilities associated with those businesses.”
29

 

It is also instructive to review case law interpreting section 1369’s analog in the context 

of multiemployer pension plans, 29 U.S.C. § 1392.  Section 1392 imposes withdrawal liability 

on any party who enters a transaction with “a principal purpose . . . to evade or avoid [that 

withdrawal] liability.”
30

  “The imposition of withdrawal liability in a sale of business situation 

requires only that a principal purpose of the sale be to escape withdrawal liability.”
31

  As a result, 

courts have recognized that a transaction may have several principal purposes:  “one purpose 

may motivate an employer’s decision to conduct a transaction, while another purpose may 

motivate the decision about how to structure this transaction.”
32

  So long as one of those 

principal purposes is to evade pension liability, an ERISA violation has occurred.    

B. The Renco-Cerberus Transaction Satisfies the Section 1369 Criteria. 

 

This case represents the paradigm situation Congress sought to prevent by enacting 

section 1369 – a strong company engaging in a transaction with a principal purpose of evading 

                                                                                                                                                             

 
29

  Id. at 418. 

 
30

  29 U.S.C. § 1392(c). 

 
31

  Santa Fe Pac. Corp. v. Cent. States, Se. & Sw. Areas Pension Fund, 22 F.3d 725, 727 (7th 

Cir. 1994) (“[W]e would be doing violence to the language and the purpose of the statute if we 

read ‘a principal’ as ‘the principal.’”); see also SUPERVALU, Inc. v. Bd. of Trs. of the Sw. Pa. 

and W. Md. Area Teamsters & Emp’rs Pension Fund, 500 F.3d 334, 343 (3d Cir. 2007) (“The 

‘statutory criterion is not whether the transaction is a sham, having no purpose other than to 

defeat the goals of [ERISA] . . . .  It is whether the avoidance of withdrawal liability . . . is one of 

the principal purposes of the transaction.’”) (quoting Santa Fe Pac. Corp., 22 F.3d at 729-30). 

 
32

  Lopresti v. Pace Press, Inc., 868 F. Supp. 2d 188, 201 (S.D.N.Y. 2012); see also Santa Fe 

Pac. Corp., 22 F.3d at 728-29 (noting that after defendant decided to dispose of its subsidiary, it 

structured the transaction to evade pension liability). 
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its legal responsibilities for a weak subsidiary’s pension plans.
33

  In the Transaction, the 

financially-strong Renco, with annual revenues of about $3.5 billion, transferred just enough 

equity to remove RG Steel from Renco’s controlled-group.  56.1 Statement ¶¶ 3, 81-82.  RG 

Steel, which had been undercapitalized since its formation, was left as the sole source of 

financial support for the Pension Plans.
34

  Although this backdrop alone supports an inference of 

liability under section 1369, PBGC need not rely upon inference – the undisputed record reflects 

Renco’s deliberate intent to evade liability for the Pension Plans.
35

  

To prevail on its motion, PBGC must establish that the Transaction satisfies a two-part 

test.  First, the Court will make an objective determination of whether the Pension Plans 

terminated within five years of the Transaction.
36

  Second, the Court will make a subjective 

determination of whether Renco had a principal purpose to evade or avoid the Pension Plan 

liabilities.
37

  In making this subjective determination, the Court will look to Renco’s “intent at 

                                                 
33

  See H.R. REP. NO. 99-241, pt. 2, at 32-33 (1985), reprinted in 1986 U.S.C.C.A.N. 685, 690-

91.  PBGC should “carefully scrutinize” transactions, “especially where a financial connection 

exists or has existed between the companies.”  Id. at 55-56, 1986 U.S.C.C.A.N. at 713-14. 

 
34

  Congress targeted companies that dumped underfunded pensions on “thinly-capitalized” 

companies that had “little chance . . . to successfully continue in business.”  H.R. REP. NO. 99-

241, pt. 2, at 33, 1986 U.S.C.C.A.N. at 691; see also H.R. REP. NO. 99-300, at 279 (1985), 

reprinted in 1986 U.S.C.C.A.N. 756, 930 (“Legislation is also needed to provide an explicit 

prophylactic rule to protect the [PBGC’s] insurance program from companies that transfer large 

amounts of unfunded benefits to a weaker company or that otherwise attempt to evade [pension] 

liability . . . .”). 

 
35

  Renco’s actions also frustrate a broader objective of ERISA – “that solvent employers pay for 

the benefits promised to their employees . . . .”  See H.R. REP. NO. 99-241, pt. 2, at 32, reprinted 

in 1986 U.S.C.C.A.N. at 690. 

 
36

  See WCI II, 215 F.3d at 413-14 (noting that section 1369 provides an objective five-year test). 

 
37

  See id.   
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the time the parties ‘enter[] into’ the challenged transaction.”
38

     

1. The Pension Plans Terminated Within Five Years of the Transaction.  

 

It is undisputed that the Pension Plans terminated within five years after the Transaction.  

The Pension Plans terminated effective August 31, 2012, less than one year after the January 17, 

2012 closing date.  56.1 Statement ¶ 92.  And RG Steel failed even sooner.  On May 31, 2012, 

less than five months after the Transaction, RG Steel filed bankruptcy and commenced its 

liquidation.  Id. ¶¶ 90-91. 

2. Renco Entered Into the Transaction with A Principal Purpose of Evading 

RG Steel’s Pension Liability. 

 

The record establishes that Renco entered into the Transaction with a principal purpose of 

evading liability for the Pension Plans.  Since Renco formed RG Steel, it had been a financial 

drain on Renco.  Id. ¶¶ 14-15.  By December 2011, RG Steel’s financial situation was dire – it 

could not pay its bills and was preparing for bankruptcy.  See id. ¶ 22.  Facing the prospect of 

losing its investment, but unwilling to directly invest more of its own money, Renco sought a 

third-party to finance RG Steel.  See id. ¶¶ 16, 19.  Its efforts were initially unsuccessful – no 

financing party wanted to risk a significant amount of its own money through a loan to RG Steel.  

Only after Renco designed a transaction that would remove RG Steel from Renco’s controlled 

group, thereby freeing up tens of millions of dollars that would have been earmarked for pension 

liabilities, and then agreed to indirectly invest those savings into RG Steel, did a transaction 

become possible.  The evidence shows that Renco embarked on a course of action with a 

principal purpose of removing RG Steel from Renco’s controlled group and avoiding RG Steel’s 

pension liabilities.   

                                                 
38

  WCI I, 998 F.2d at 1198 (alteration in original). 
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a.Renco Informed PBGC of Its Intention to Break the Controlled 

Group.   

 

As an initial matter, Renco was keenly aware that the transaction could result in breaking 

RG Steel away from Renco’s controlled group (and keenly aware of what that meant for Renco – 

an escape from financial responsibility for the Pension Plans).  Id. ¶¶ 19, 47.  Renco filed the 

Notice with PBGC to that effect on December 16, 2011.  Id. ¶ 19.  The Notice announced that 

RG Steel was seeking additional financing from investors, and that any transaction could result 

in Renco and the other Defendants leaving RG Steel’s controlled group.  Id.  Moreover, PBGC 

expressly informed Renco of the Pension Plans’ $70 million in unfunded benefit liabilities well 

before the Transaction closed.  Id. ¶ 31.  Renco was further aware of the prospect of withdrawal 

liability due to RG Steel’s participation in the multiemployer Steelworkers Pension Trust.
39

  Id. 

¶ 87.   

b.Renco Insisted on Structuring the Transaction to Break the 

Controlled Group.   

 

Despite RG Steel’s need for liquidity, Renco declined to directly loan any additional 

money to RG Steel or to make an additional capital investment in RG Steel.  Instead, Renco 

sought a financing transaction that could be structured to remove RG Steel from Renco’s 

controlled group, thereby freeing Defendants from RG Steel’s pension albatross.
40

  The record 

amply and indisputably reflects Renco’s insistence on structuring the transaction with Cerberus 

in a specific way to remove RG Steel from Renco’s controlled group.   

                                                 
39

  Following RG Steel’s bankruptcy filing, the Steelworkers Pension Trust demanded payment 

from Renco for $85 million in withdrawal liability. 

 
40

  See WCI II, 215 F.3d at 414 (noting that evasion of pension liabilities “played a major role in 

shaping the terms of that transaction”).   
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After initially rejecting any transaction with RG Steel, Cerberus later agreed to loan RG 

Steel $125 million in exchange for a second-position lien on RG Steel’s assets, various collateral 

and protection from Renco, and penny warrants for 49% of RG Steel’s equity.
41

  Id. ¶¶ 42-43.  

But after agreeing to these terms, Renco discovered a problem.  See id. ¶¶ 46-47. 

The rules governing ERISA controlled-group relationships are complex.  Before the 

Transaction, Renco indirectly owned 100% of the membership interests in RG Steel.  Generally, 

to remove RG Steel from Renco’s controlled group, Renco would need to transfer more than 

20% of its ownership interest in RG Steel to Cerberus.
42

  But the warrants that Cerberus wanted 

were simply options to buy stock; the company granting warrants does not part with the actual 

ownership of the stock covered by the warrants until they are exercised.
43

  Renco’s transfer of 

warrants to Cerberus, therefore, would not reduce Renco’s 100% ownership of RG Steel unless 

and until Cerberus actually exercised the warrants.
44

         

Early in the drafting process, Renco’s counsel recognized that Cerberus’s receipt of 

warrants would not remove RG Steel from Renco’s controlled group.  Id. ¶ 47.  Therefore, 

Renco’s counsel insisted that Cerberus take 24.5% of RG Steel’s direct equity.  Id. ¶¶ 46-47, 70.  

                                                 
41

  Cerberus initially rejected any transaction with RG Steel, even for significant equity; the 

important characteristic of the Transaction for Cerberus appears to be that Renco provided 

collateral and other protection directly to Cerberus.  Indeed, Cerberus valued all of RG Steel’s 

equity at a mere $200,000.  56.1 Statement ¶ 88. 

 
42

  See, e.g., 29 U.S.C. § 1301(a)(14); 29 C.F.R. § 4001.3 (defining “controlled group” through 

reference to 26 U.S.C. § 414 and the regulations thereunder); see also 26 C.F.R. § 1.414(c)-2 

(test for determining trades or businesses under common control). 

 
43

  See 26 C.F.R. § 1.414(c)-4(b)(1). 

 
44

  See id.  Given RG Steel’s continuing deterioration after the Transaction, it is unlikely that 

Cerberus would have exercised any of the warrants.  Indeed, Cerberus never exercised the 

tranche of warrants for 24.5% of RG Steel’s equity that it did receive. 
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Cerberus initially rejected this request, explaining that Cerberus had always discussed warrants 

and that, as a lender, Cerberus should not “be forced to hold direct equity.”  Id. ¶ 48.  Despite 

Cerberus’s firm rejection, Renco’s counsel repeatedly returned to the warrants/equity issue, and 

sought to reintroduce direct equity into the deal terms.  See id. ¶ 49.  Renco’s counsel later noted 

that it was “important to demonstrate that Renco has less than 80% of [RG Steel’s] capital,” and 

that such demonstration was “relevant to control group analysis.”
45

  

This evidence shows that Renco insisted on direct equity for the express purpose of 

removing RG Steel from Renco’s controlled group.  During his deposition, Mr. Ryan, Renco’s 

lead counsel in negotiating the Transaction,
46

 forthrightly explained why Renco insisted that 

Cerberus receive 24.5% of RG Steel’s direct equity:  

I also said in that conversation [with Cerberus’s counsel] that I was 

mindful of the fact that my client was giving up 49 percent of the 

ownership interest in RG Steel, and that my understanding of 

ERISA was that giving up 49 percent ownership interest would 

break Renco out of the RG Steel control group.  And that I 

believed that the documents should reflect the fact that what were 

labeled as warrants were actually LLC interests both because 

that's what they were and because I wanted to protect my client 

from the possibility that someone can make an argument later on 

or the PBGC can make an argument later on that something that 

was permanent capital would have one result for control group 

purposes merely because it was mislabeled as a warrant. 

. . . 

[W]e were aware that Renco was entering into a transaction 

where it was giving up 49 percent of the ownership interest in 

RG Steel, and that, as I understood the law, when they gave up 49 

percent of the ownership interest, that would remove Renco from 

                                                 
45

  Menke Decl. Ex. 17, Deposition of Michael Ryan at 146-47; Menke Decl. Ex. 41 at CWT 

007795; Menke Decl. Ex. 43 at RENCO0001186. 

 
46

  Mr. Ryan currently is Renco’s General Counsel, but, at the time of the Transaction, he was 

Renco’s lead counsel at the firm Cadwalader Wickersham & Taft LLP.  Ira Rennert testified that 

he always considered Mr. Ryan to be Renco’s “outside general counsel.”  56.1 Statement ¶ 46. 
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RG Steel’s control group.  And that although I did not believe it 

would make any sense that because something was labeled a 

warrant as opposed to equity, it would affect a different outcome 

for purposes of control group analysis, for the sake of clarity and 

to avoid any crazy argument sometime down the road, we would 

prefer to label the permanent capital as LLC and not warrants.
47

 

 

This testimony reflects that Renco was intent on structuring the Transaction to break the 

controlled group.
48

  And while Mr. Ryan expressed his view that Cerberus’s warrants had the 

same economic effect as owning direct equity due to their participation in distributions and 

consent rights, the warrants were not the same as direct equity for controlled-group purposes.  

Moreover, Renco did not insist that Cerberus re-label all of its warrants as direct equity, only the 

24.5% necessary to break the controlled group.
49

  Id. ¶¶ 46, 81-82.   

The equity/warrant disagreement continued until January 15, 2012, when Renco and 

Cerberus instructed their counsel to resolve the issue.  Id. ¶ 79.  After Cerberus became 

comfortable that it would not incur liability for RG Steel’s pension plans as a result of the direct-

equity transfer, it agreed to Renco’s request.  Id. ¶ 80.  In the end, the only thing that actually 

changed as a result of Renco’s insistence on relabeling Cerberus’s warrants as equity was that 

Renco evaded about $155 million
50

 in pension liability.  Renco’s claim that breaking the 

                                                 
47

  Menke Decl. Ex. 17, Deposition of Michael Ryan at 102, 146-47.  Cerberus’s Associate 

General Counsel Alex Benjamin corroborated Renco’s position, stating that Mr. Ryan told 

Cerberus’s counsel that Renco “was insistent that they needed equity versus warrants.”  Menke 

Decl. Ex. 18, Deposition of Alexander Benjamin at 95-96. 

 
48

  See WCI II, 215 F.3d at 418 (explaining WCI’s awareness of the pension liability and its steps 

to transfer that liability before the plans terminated). 

 
49

  Cerberus still received warrants for 24.5% of RG Steel’s equity that participated in 

distributions and carried consent rights.  56.1 Statement ¶ 82. 

 
50

  This includes unfunded benefit liabilities of about $70 million and separate withdrawal 

liability of about $85 million to the Steelworkers Pension Trust.  See 56.1 Statement ¶ 87. 
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controlled group was merely an incidental effect of the transaction that Cerberus required for its 

participation is false.  Cerberus was willing to do the financing transaction without acquiring any 

direct equity.  It was Renco that insisted otherwise, to ensure a controlled-group break up.   

c. Renco Misled PBGC about the Status of the Transaction. 

  

Renco’s efforts to structure the Transaction to ensure RG Steel’s exit from Renco’s 

controlled group would have been in vain if PBGC terminated the Pension Plans before the 

Transaction closed.  Given this very real concern, Renco misrepresented the status of the 

Transaction to PBGC.  Its misrepresentations enabled Renco to “win the race” and close on the 

Transaction before PBGC could terminate the plans and fix that liability with Renco.
51

 

After receiving the Notice, PBGC repeatedly told Renco that it was concerned about the 

effect of any transaction that removed RG Steel from Renco’s controlled group.  Id. ¶¶ 28-29, 

31, 40, 54.  PBGC’s concerns reflected loss of the financial benefits of Renco’s controlled group 

that Renco outlined in its March 2011 letter to PBGC.  See, e.g., id. ¶ 31.  In response to PBGC’s 

stated concerns and related inquiries, Renco provided false, evasive, or unresponsive answers, 

and omitted highly relevant information.   

On the morning of January 13, 2012, PBGC told Renco that it was moving to terminate 

the Pension Plans before any transaction could close.  Id. ¶¶ 55, 59.  Renco responded that “no 

transaction was about to happen,” that “equity was off the table” with respect to any transaction, 

and that Renco was amenable to entering a standstill agreement with PBGC.  Id. ¶¶ 60-62.  The 

record reflects that the actual status of the Transaction was much different: 

                                                                                                                                                             

 
51

  Although Defendants’ liability under section 1369 is directly supported by Renco’s insistence 

on the Transaction structure that broke RG Steel from Renco’s controlled group, Renco’s 

interactions with PBGC before closing the Transaction provide further support that Renco had a 

principal purpose of evading RG Steel’s pension liabilities.  See WCI II, 215 F.3d at 418.  
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 On January 9, 2012, Renco’s counsel told Cerberus’s counsel that “[t]iming is ASAP” 

for the draft documentation (56.1 Statement ¶ 41; Menke Decl. Ex. 16 at 

CWT 000329);  

 

 On January 10, 2012, Renco and Cerberus reached an agreement in principle on the 

Transaction (56.1 Statement ¶ 42); 

 

 On or before January 10, 2012, Renco requested that RG Steel’s senior lending group 

modify their credit facility to accommodate the Transaction (Id. ¶ 44, 69);  

 

 As early as January 11, 2012, Renco and Cerberus exchanged draft documentation for 

the Transaction (Id. ¶ 67); 

  

 On January 11, 2012, Renco told Elliott, the other potential lender for RG Steel, to 

stop its diligence (Id. ¶ 68);  

 

 On the morning of January 13, 2012, Renco’s counsel informed Cerberus’s counsel 

that “we take the position that Cerberus should be receiving equity rather than 

warrants” (Id. ¶ 70);  

 

 On the morning of January 13, 2012, Renco and Cerberus contemplated a Transaction 

“closing date of Tuesday,” January 17 (Id. ¶ 72); and  

 

 On the afternoon of January 13, 2012, Renco and Cerberus scheduled a dinner 

meeting for January 14, to resolve the outstanding Transaction issues (Id. ¶ 76). 

 

Renco did not inform PBGC of any of these significant developments before the Transaction 

closed.  And when PBGC sent Renco the draft standstill agreement on January 13, Renco 

responded that it would forward the agreement to its counsel for review and then “revert back” to 

PBGC.  Id. ¶¶ 63-64.  Renco never “reverted back” about the standstill agreement; it closed the 

Transaction the very next business day.  Id. ¶ 81. 

Renco’s series of omissions, half-truths, and lies to PBGC are telling.  They reflect 

Renco’s intention to enter the Transaction and evade RG Steel’s pension liabilities.  To 

accomplish this goal, Renco had to ensure that PBGC did not terminate the Pension Plans before 

the Transaction closed, or take any other actions to jeopardize the Transaction (which likely 
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would have resulted in RG Steel’s immediate bankruptcy filing (see id. ¶ 61)),
52

 since in both 

scenarios Renco would remain jointly and severally liable for the Pension Plans.   

Under the transaction agreements that Renco and Cerberus ultimately signed, Cerberus 

loaned about $50 million to RG Steel (since repaid from the proceeds of RG Steel’s liquidation 

in bankruptcy) and Renco provided about $150 million in the form of security (used to repay the 

remainder of Cerberus’s $200 million “financing”).  It is no coincidence that the additional 

money Renco poured into RG Steel is nearly equal to the amount Renco “saved” by escaping RG 

Steel’s pension liability.  Renco claims that the controlled-group break up was merely an 

“incidental” effect of the financing transaction.  But the economic reality of the deal, coupled 

with Renco’s actions during the negotiations over the deal structure show that, far from being 

“incidental,” avoiding the RG Steel pension liability was at the very heart of the financing 

transaction, which would not have occurred without it. 

II. PBGC IS ENTITLED TO SUMMARY JUDGMENT AGAINST RENCO ON 

EACH OF THE STATE-LAW FRAUD COUNTS. 

 

A. Renco Fraudulently Induced PBGC to Refrain from Terminating the Pension 

Plans in January 2012. 

 

The record also establishes that PBGC is entitled to summary judgment on its common-

law fraud claims against Renco.  In Count II of the First Amended Complaint, PBGC asserted 

that Renco is liable for fraudulent inducement.  Under New York law, a fraudulent inducement 

claim requires (1) a material false representation by defendant, (2) the defendant’s intent to 

                                                 
52

  Renco did not inform Cerberus of its discussions with PBGC before the Transaction.  See 56.1 

Statement ¶ 86.  Perhaps aware that Cerberus would not close on the Transaction if it knew of 

these discussions, which Cerberus’s counsel later confirmed, Ari Rennert explained to Cerberus, 

after the fact, that Renco was “operating at the advice of counsel and felt they had handled 

information appropriately.”  Menke Decl. Ex. 18, Deposition of Alexander Benjamin at 45. 
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defraud the plaintiff, (3) the plaintiff’s reasonable reliance on that false representation, and (4) 

resulting damage to the plaintiff.
53

         

First, the record is clear that Renco made material false representations to PBGC about 

the status of the potential transaction and Renco’s amenability to entering a standstill agreement.  

Renco made these false representations to PBGC during the January 13, 2012 call between Mr. 

Cann, Ari Rennert, and Ira Rennert.  Mr. Cann explained that PBGC was prepared to terminate 

the Pension Plans before any transaction closed that broke RG Steel’s controlled group.  Id. ¶ 59.  

Mr. Cann then asked the Rennerts about the status of the potential transaction.  Mr. Cann’s 

question was not novel; throughout the preceding weeks, PBGC repeatedly asked Renco about 

the transaction status and the timing of any anticipated closing.  Id. ¶¶ 27, 30, 38.  Renco 

consistently responded that no transaction was imminent, and Ari Rennert even assured Mr. 

Cann that Renco would keep PBGC apprised of any developments.  Id. ¶¶ 30, 39. 

During the January 13 call, Ari Rennert stuck to the Renco script.  He responded that “no 

transaction was about to happen, that a transaction was dead.”  Id. ¶ 60.  Ari Rennert further 

stated that “equity was off the table” with respect to any transaction.  Id. ¶ 62.  Finally, the 

Rennerts expressed their amenability to a standstill agreement, requesting that Mr. Cann send the 

agreement for Renco’s review.  Id. ¶¶ 61, 62.  These representations were false.
54

   

At the same time Ari Rennert assured Mr. Cann that no transaction was about to happen 

and that equity was off the table, Renco was furiously working to close a transaction with 

                                                 
53

  Swersky v. Dreyer & Traub, 219 A.D.2d 321, 326 (N.Y. App. Div. 1st Dept. 1996); Banque 

Arabe et Internationale D’Investissement v. Md. Nat’l Bank, 57 F.3d 146, 153 (2d Cir. 1995). 

 
54

  See, e.g., Lama Holding Co. v. Smith Barney Inc., 88 N.Y.2d 413, 421 (N.Y. 1996) 

(explaining that “the plaintiff must prove a misrepresentation or a material omission of fact 

which was false and known to be false by defendant”). 
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Cerberus.  On January 10, 2012, Renco and Cerberus reached an agreement in principle.  Id. 

¶ 42.  Between January 10, and January 13, Renco’s counsel and Cerberus’s counsel worked 

around the clock to close that transaction as soon as possible.  See id. ¶¶ 41, 67.  Renco also 

requested that RG Steel’s senior lenders accommodate the Cerberus transaction as soon as 

possible, and told the only other potential investor (Elliott) to stop working.  Id. ¶¶ 68-69.  And 

despite disagreement about certain terms, Renco and Cerberus continued working over the 

weekend, and closed the Transaction the first business day after January 13.  Rather than 

disclosing any of these developments, the Rennerts said that nothing was about to happen, that a 

transaction was dead.
55

  Id. ¶ 60; see also id. ¶ 62.     

The record similarly reflects that the Rennerts had no intention of entering the standstill 

agreement.  Although Mr. Cann sent the draft standstill agreement on the afternoon of January 

13, in response to which Ari Rennert told Mr. Cann that he would “revert back,” the Rennerts did 

not even review it before the Transaction closed.  Id. ¶¶ 64, 89.  And while Ari Rennert 

forwarded the agreement to Renco’s counsel, counsel did not review the agreement either.  Id.  

Second, the Rennerts clearly intended for PBGC to rely on their false representations.  

This intent is reflected by the circumstances surrounding the Rennerts’ statements.  At the time 

of the January 13 call, Renco was working with Cerberus toward closing the Transaction 

quickly.  The Rennerts understood that plan termination would jeopardize, if not end, their 

efforts to complete the Transaction with Cerberus.  Id. ¶ 61.  Moreover, PBGC had informed 

                                                 
55

  Renco never informed PBGC that anything changed before the Transaction closed.  See 

E*Trade Fin. Corp. v. Deutsche Bank AG, 631 F. Supp. 2d 313, 382 (S.D.N.Y. 2009) (“‘The 

common law has long required that a person who has made a representation must correct that 

representation if it becomes false and if he knows people are relying on it.’”) (quoting Fischer v. 

Kletz, 266 F. Supp. 180, 188 (S.D.N.Y. 1967)). 
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Renco that the Pension Plans were underfunded by about $70 million, for which Defendants 

would be liable upon termination.  Id. ¶ 31.  Thus, the record reflects that Renco had a clear 

motive and opportunity to convince PBGC that plan termination was not necessary.
56

   

Third, PBGC acted reasonably in relying on the Rennerts’ false representations.  

Reasonable reliance is reflected through the recipient’s use of “ordinary intelligence,” which 

depends on the circumstances.
57

  Here, PBGC exercised ordinary intelligence in relying on the 

Rennerts’ statements about the non-imminence of any transaction.  Throughout its review of the 

potential transaction, Renco was PBGC’s main source of information.  Indeed, Renco filed the 

Notice, listing a Renco employee as PBGC’s contact for information.  Id. ¶ 19.  And while 

PBGC sought and reviewed numerous documents about the potential transaction and RG Steel’s 

finances, it remained dependent on Renco for information about status and timing.
58

  For 

example, after reviewing Renco’s documentation listing a “placeholder” closing date of January 

10, 2012, Mr. Cann promptly contacted Renco for the latest status.  Id. ¶ 38.  Ari Rennert 

responded that nothing was imminent and that Renco would keep PBGC apprised of any 

developments.  Id. ¶ 39.  In this context, PBGC’s reliance on Renco’s statements was reasonable.   

Finally, PBGC was damaged after relying on Renco’s false representations.  For more 

than a week, the PBGC case team worked diligently to obtain approval of their recommendation 

                                                 
56

  See N.Y. Islanders Hockey Club, LLP v. Comerica Bank-Tex., 71 F. Supp. 2d 108, 116-17 

(S.D.N.Y. 1999) (noting that scienter can be inferred from the circumstances). 

 
57

  See, e.g., E*Trade Fin. Corp., 631 F. Supp. 2d at 382 (citing Mallis v. Bankers Trust Co., 615 

F.2d 68, 80-81 (2d Cir. 1980)). 

 
58

  See Crigger v. Fahnestock & Co., Inc., 443 F.3d 230, 234 (2d Cir. 2006) (“Only ‘[w]hen 

matters are held to be peculiarly within defendant’s knowledge[ ] [is it] said that plaintiff may 

rely without prosecuting an investigation, as he ha[d] no independent means of ascertaining the 

truth.’”) (quoting Mallis, 615 F.2d at 80) (alterations in original). 
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that PBGC initiate termination of the Pension Plans before any transaction closed.  Id. ¶¶ 34-37, 

50-53.  On the morning of January 13, PBGC’s Director approved that recommendation.  Id. 

¶ 52.  The remaining tasks to effectuate PBGC’s termination decision were ministerial – 

obtaining the Director’s signature on the NODs and finalizing newspaper publication or 

otherwise arranging notice to the Pension Plans’ participants.  Id. ¶ 53.  After the January 13 call, 

PBGC ceased its termination efforts and prepared the standstill agreement.  Id. ¶ 63.  Mr. Cann 

explained that PBGC did not move to terminate the Pension Plans because “we were told that a 

transaction was not imminent, and . . . the Rennerts seemed amenable to the standstill.”
59

  PBGC 

thereby lost its ability to terminate the Pension Plans and hold Renco liable when Renco closed 

on the Transaction the very next business day.   

B. Renco Fraudulently Concealed the Status of the Transaction to Induce PBGC 

Not to Terminate the Pension Plans. 

 

Similarly, the record establishes that PBGC is entitled to judgment against Renco on 

Count III of the First Amended Complaint for fraudulent concealment.  Under New York law, 

fraudulent concealment requires the same elements as fraudulent inducement, plus “a duty to 

disclose material information.”
60

  This duty can arise in several situations, including “‘where one 

party’s superior knowledge of essential facts renders a transaction without disclosure inherently 

unfair.’”
61

  Renco had such a duty to disclose information about the pending transaction.
62

     

                                                 
59

  Menke Decl. Ex. 11, Deposition of Dana Cann at 229. 

 
60

  Swersky, 219 A.D.2d at 326 (citing Banque Arabe, 57 F.3d at 153. 

 
61

  Id. at 327 (quoting Beneficial Commer. Corp. v. Murray Glick Datsun, Inc., 601 F. Supp. 770, 

773 (S.D.N.Y. 1985)); Manley v. AmBase Corp., 126 F. Supp. 2d 743, 757 (S.D.N.Y. 2001). 

 
62

  See Manley, 126 F. Supp. 2d at 756.   
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Throughout its review of the potential transaction, PBGC was dependent on Renco for 

information about the transaction and its timing.  During this period, Renco held itself out as 

PBGC’s source of information about the transaction, listing a Renco employee as PBGC’s 

contact for additional information, Id. ¶ 19, and promising to keep PBGC informed of future 

developments.  Id. ¶ 39.  Moreover, PBGC was entitled to request information from Renco 

pursuant to Title IV of ERISA.
63

   

Although Renco occupied a position of superior knowledge about the pending 

transaction, the Rennerts actively concealed the transaction’s status from Mr. Cann during the 

January 13 call.  As discussed above, the Rennerts did not notify Mr. Cann of any of the 

significant developments from the preceding days, or disclose that active negotiations and 

drafting of deal documents by Renco’s and Cerberus’s counsel were ongoing.  See id. ¶¶ 41-42, 

66-67.  Instead, the Rennerts falsely insisted that no transaction was about to happen, that a 

transaction was dead, and that equity was off the table.
64

  Id. ¶¶ 60, 62.  The Rennerts further 

expressed their amenability to a standstill agreement.  See id. ¶¶ 61, 62.  Because the Rennerts’ 

concealed the actual status, PBGC suspended its termination efforts and was damaged.    

C. Renco Negligently Misrepresented the Status of the Transaction to Stop PBGC 

from Terminating the Pension Plans. 

 

Finally, the record establishes that PBGC is entitled to judgment against Renco on Count 

IV of the First Amended Complaint for negligent misrepresentation.  Under New York law, a 

negligent misrepresentation claim requires that (1) defendant has a duty to give correct 

                                                 
63

  29 U.S.C. § 1303 (providing PBGC with investigatory authority). 

 
64

  See Brass v. Am. Film Techs., Inc., 987 F.2d 142, 150 (2d Cir. 1993) (noting that a duty to 

disclose exists “where the party has made a partial or ambiguous statement, on the theory that 

once a party has undertaken to mention a relevant fact to the other party it cannot give only half 

the truth”) (citing Junius Constr. Corp. v. Cohen, 257 N.Y. 393, 400 (N.Y. 1931)). 
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information resulting from a special relationship, (2) defendant made a false representation that it 

should have known was incorrect, (3) defendant knew the information would be used for a 

serious purpose, (4) plaintiff intended to rely on the information, and (5) plaintiff reasonably 

relied to its detriment.
65

   

First, Renco had a duty to provide PBGC with correct information about the potential 

transaction.
66

  “[A] duty to speak with care exists when ‘the relationship of the parties, arising 

out of contract or otherwise, [is] such that in morals and good conscience the one has a right to 

rely upon the other for information.’”
67

  Renco made representations to PBGC about the status of 

the potential transaction during PBGC’s review of the transaction pursuant to Title IV of ERISA.  

See id. ¶¶ 39, 60, 62.  Renco had knowledge about the transaction’s status, and had an obligation 

to respond truthfully to questions from PBGC.
68

  Indeed, Renco was PBGC’s sole source of 

information about the transaction’s status.   

Second, the Rennerts made false statements to Mr. Cann that they should have known 

                                                 

 
65

  HealthNow N.Y. Inc. v. APS Healthcare Bethesda, Inc., 1:05CV612, 2006 WL 659518, *2 

(N.D.N.Y. March 10, 2006) (citation omitted). 

 
66

  See Hydro Investors, Inc. v. Trafalgar Power Inc., 227 F.3d 8, 20-21 (2d Cir. 2000) (noting 

that the representations must be factual). 

 
67

  Kimmell v. Schaefer, 675 N.E.2d 450, 454 (N.Y. 1996) (quoting Int’l Prods. Co. v. Erie R.R. 

Co., 244 N.Y. 331, 338 (N.Y. 1927)) (second alteration in original). 

 
68

  See id. at 454-55 (discussing how defendant’s involvement in the cogeneration project 

justified the plaintiffs’ reliance on his representations about the projected revenue of that 

project); HealthNow N.Y. Inc., 2006 WL 659518, at *3 (alleging plaintiff/counter-defendant’s 

“unique or special expertise” regarding relevant information); N.Y. Islanders Hockey Club, LLP 

v. Comerica Bank – Tex., 71 F. Supp. 2d 108, 119 (E.D.N.Y. 1999) (discussing elements to 

establishing a special relationship); see also LaChance v. Erickson, 522 U.S. 262, 265 (1998)    

(“‘Our legal system provides methods for challenging the Government’s right to ask questions–

lying is not one of them.’”) (quoting Bryson v. United States, 396 U.S. 64, 72 (1969)). 
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were incorrect.  Throughout the preceding weeks, Mr. Cann repeatedly asked Renco about the 

status of the potential transaction.  On January 13, Ari Rennert responded to Mr. Cann that no 

transaction was about to happen, that a transaction was dead.  Id. ¶ 60.  Mr. Rennert made this 

statement despite all of the developments that occurred in the preceding four days, including that 

counsel for Renco and Cerberus continued to prepare documentation for a transaction that was to 

close as soon as possible.  Id. ¶¶ 67, 69, 71-72, 78. 

Third, Renco was expressly aware of PBGC’s purpose in seeking information about the 

transaction status.  Mr. Cann opened the January 13 call by stating that PBGC was moving to 

terminate the Pension Plans before any transaction could occur.  Id. ¶ 59.  Therefore, the 

Rennerts must have expected that PBGC would use the information provided during the call to 

formulate its next action with respect to the Pension Plans.   

Fourth, PBGC intended to rely on Renco’s statements about the transaction status.  The 

record is clear that PBGC intended to terminate the Pension Plans before any transaction 

occurred.  Id. ¶¶ 34-37, 51-54.  When the Rennerts informed PBGC that no transaction was 

about to occur, and that Renco was amenable to entering a standstill agreement, PBGC 

suspended its efforts to terminate the Pension Plans and sent Renco the draft standstill 

agreement.  Id. ¶¶ 63, 65. 

Finally, as a result of PBGC’s reliance on Renco’s statements it was damaged.  By not 

proceeding with termination of the Pension Plans, PBGC lost its ability to terminate the Pension 

Plans before the Transaction closed and collect the resulting liabilities from Renco. 

CONCLUSION 

For all of the foregoing reasons, the Court should grant summary judgment in favor of 

PBGC on all counts of the First Amended Complaint. 
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PROSKAUER ROSE LLP 
Myron D. Rumeld 
Kevin J. Perra 
Bradley R. Bobroff 
11 Times Square 
New York, NY 10036 
Phone:  212.969.3000 
Fax:  212.969.2900 
 
CADWALADER, WICKERSHAM & TAFT LLP 
Jonathan M. Hoff 
Joshua R. Weiss 
One World Financial Center 
New York, NY 10281 
Phone: 212.504.6000 
Fax: 212.504.6666 
 
Attorneys for The Renco Group, Inc. 
 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - x 

: 
 
 

Civil Action No. 1:13-cv-621 (RJS) 
 

ECF CASE 
 

THE RENCO GROUP, INC.’S ANSWER 
TO THE FIRST AMENDED 

COMPLAINT 

THE PENSION BENEFIT  
GUARANTY CORPORATION, 
 
    Plaintiff, 
 

                 -against- 
 
THE RENCO GROUP, INC., et al. 
 

Defendants. 

:  
:  
:  
:  
:  
:  
:  
:  
:  
:  
:  

 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - x 
  

 Defendant The Renco Group, Inc. (“Renco”) by and through its undersigned 

counsel, hereby sets forth its Answer to the First Amended Complaint of Plaintiff Pension 

Benefit Guaranty Corporation (“PBGC”).1  Renco denies each allegation in PBGC’s First 

                                                 
1 The parties have agreed that the serving of this Answer while Renco’s and the other defendants’ 
(collectively, “Defendants”) motion to dismiss is pending before the Court will not prejudice Defendants’ 
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Amended Complaint unless expressly admitted in the following paragraphs.  Each of the 

following responses is based upon information and belief unless otherwise specified 

therein. 

COMPLAINT 

1. Renco denies the allegations of Paragraph 1 of the First Amended Complaint. 

JURISDICTION AND VENUE 

2. Paragraph 2 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

3. Paragraph 3 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.  To the extent Paragraph 3 is deemed to require a 

response, Renco denies the allegations thereof except admits that Renco conducts 

business at One Rockefeller Plaza, New York, New York 10020, among other locations 

in the United States and abroad.   

PARTIES 

4. Paragraph 4 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.  To the extent Paragraph 4 is deemed to require a 

response, Renco lacks sufficient knowledge or information regarding the allegations of 

Paragraph 4 of the First Amended Complaint and therefore denies them.   

5. Renco admits that it is a private holding company, organized under the laws of 

New York, with its principal place of business located in New York, New York.  Renco 

admits that it was founded in 1975, is involved with investments in companies in various 

industries, and that Blue Turtles, Inc.; Unarco Material Handling, Inc.; Inteva Products 

                                                                                                                                                 
motion in any way.  By serving this Answer, Defendants do not waive any rights with respect to that 
motion or otherwise.  
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LLC; The Doe Run Resources Corporation; and US Magnesium LLC are subsidiaries of 

Renco.  Renco otherwise denies the allegations of Paragraph 5 of the First Amended 

Complaint.   

6. Paragraph 6 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.  To the extent Paragraph 6 is deemed to require a 

response, Renco lacks sufficient knowledge or information regarding the allegations of 

Paragraph 6 of the First Amended Complaint and therefore denies them.   

7. Paragraph 7 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.  To the extent Paragraph 7 is deemed to require a 

response, Renco lacks sufficient knowledge or information regarding the allegations of 

Paragraph 7 of the First Amended Complaint and therefore denies them.   

8. Paragraph 8 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

9. Paragraph 9 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

10. Paragraph 10 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

11. Paragraph 11 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

12. Renco denies the allegations in the first sentence of Paragraph 12 of the First 

Amended Complaint.  The second sentence of Paragraph 12 of the First Amended 

Complaint purports to state a legal conclusion as to which no response is required.   

13. Renco admits the allegations of Paragraph 13 of the First Amended Complaint.   
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14. Renco denies the allegations of Paragraph 14 of the First Amended Complaint and 

respectfully refers the Court to the agreements referenced in Paragraph 14 of the First 

Amended Complaint for a complete and accurate statement of the contents thereof. 

15. Renco denies the allegations of Paragraph 15 of the First Amended Complaint. 

16. Renco denies the allegations of Paragraph 16 of the First Amended Complaint and 

respectfully refers the Court to the agreements referenced in Paragraph 14 of the First 

Amended Complaint for a complete and accurate statement of the contents thereof. 

17. Renco admits that prior to the transaction Severstal Wheeling, LLC and Severstal 

Warren, LLC sponsored the Plans and that at or around the time of the transaction PBGC 

contacted Renco regarding the transaction, but otherwise lacks sufficient knowledge or 

information regarding the allegations of Paragraph 17 of the First Amended Complaint 

and therefore denies them.   

18. Renco denies the allegations of Paragraph 18 of the First Amended Complaint and 

respectfully refers the Court to the letter referenced in Paragraph 18 of the First Amended 

Complaint for a complete and accurate statement of the contents thereof. 

19. Renco admits that RG Steel, LLC (“RG Steel”) encountered financial difficulties 

in 2011, but otherwise denies the allegations of Paragraph 19 of the First Amended 

Complaint and respectfully refers the Court to the agreements referenced in Paragraph 14 

of the First Amended Complaint for a complete and accurate statement of the contents 

thereof. 

20. Paragraph 20 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required. 

21. Paragraph 21 of the First Amended Complaint purports to state a legal conclusion 
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as to which no response is required.   

22. Paragraph 22 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

23. Paragraph 23 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

24. Renco admits that an Advance Notice of Reportable Events (a “Form 10 Notice”) 

was sent to PBGC on December 16, 2011 and respectfully refers the Court to the Form 

10 Notice referenced in Paragraph 24 of the First Amended Complaint for a complete and 

accurate statement of the contents thereof. 

25. Renco denies the allegations of Paragraph 25 of the First Amended Complaint and 

respectfully refers the Court to the Form 10 Notice referenced in Paragraph 25 of the 

First Amended Complaint for a complete and accurate statement of the contents thereof. 

26. Renco denies the allegations of Paragraph 26 of the First Amended Complaint and 

respectfully refers the Court to the Form 10 Notice, the Information Request, and the 

other documents referenced in Paragraph 26 of the First Amended Complaint for a 

complete and accurate statement of the contents thereof. 

27. Renco denies the allegations of Paragraph 27 of the First Amended Complaint. 

28. Renco denies the allegations of Paragraph 28 of the First Amended Complaint. 

29. Renco denies the allegations of Paragraph 29 of the First Amended Complaint and 

respectfully refers the Court to the letter referenced in Paragraph 29 of the First Amended 

Complaint for a complete and accurate statement of the contents thereof. 

30. Paragraph 30 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   
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31. Renco lacks sufficient knowledge or information regarding the allegations of 

Paragraph 31 of the First Amended Complaint and therefore denies them. 

32. Renco denies the allegations of Paragraph 32 of the First Amended Complaint. 

33. Renco denies the allegations of Paragraph 33 of the First Amended Complaint. 

34. Renco lacks sufficient knowledge or information regarding the allegations made 

in the first sentence of Paragraph 34 of the First Amended Complaint.  Renco otherwise 

denies the allegations of Paragraph 34 of the First Amended Complaint.  

35. Renco denies the allegations of Paragraph 35 of the First Amended Complaint. 

36. Renco denies the allegations of Paragraph 36 of the First Amended Complaint. 

37. Renco denies the allegations of Paragraph 37 of the First Amended Complaint and 

respectfully refers the Court to the document referenced in Paragraph 37 of the First 

Amended Complaint for a complete and accurate statement of the contents thereof. 

38. Renco lacks sufficient knowledge or information regarding the allegations of 

Paragraph 38 of the First Amended Complaint and therefore denies them.   

39. Renco admits that on January 17, 2012 Renco informed PBGC that a transaction 

had closed with an affiliate of Cerberus Capital Management, L.P. (“Cerberus”), but 

otherwise denies the allegations of Paragraph 39 of the First Amended Complaint. 

40. Renco denies the allegations of Paragraph 40 of the First Amended Complaint and 

respectfully refers the Court to the agreements underlying the transaction referenced in 

Paragraph 40 of the First Amended Complaint for a complete and accurate statement of 

the contents thereof. 

41. Renco denies the allegations of Paragraph 41 of the First Amended Complaint and 

respectfully refers the Court to the agreements underlying the transaction referenced in 
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Paragraph 41 of the First Amended Complaint for a complete and accurate statement of 

the contents thereof. 

42. Renco denies the allegations of Paragraph 42 of the First Amended Complaint.   

43. Renco admits that RG Steel filed a Chapter 11 Bankruptcy Petition in the United 

States Bankruptcy Court for the District of Delaware on May 31, 2012 and respectfully 

refers the Court to the filings therein for a complete and accurate statement of the 

contents thereof.  Renco otherwise lacks sufficient knowledge or information regarding 

the allegations of Paragraph 43 of the First Amended Complaint and therefore denies 

them. 

44. Paragraph 44 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

45. Paragraph 45 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

46. Renco admits that PBGC issued notices of determination on September 18, 2012 

and respectfully refers to the Court to the notices of determination and other documents 

referenced in Paragraph 46 of the First Amended Complaint for a complete and accurate 

statement of the contents thereof.  Otherwise, Paragraph 46 of the First Amended 

Complaint purports to state a legal conclusion as to which no response is required.  To 

the extent Paragraph 46 is deemed to require a response, Renco lacks sufficient 

knowledge or information regarding the allegations of Paragraph 46 of the First Amended 

Complaint and therefore denies them. 

47. Renco lacks sufficient knowledge or information regarding the allegations of 

Paragraph 47 of the First Amended Complaint and respectfully refers to the Court to the 
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agreements referenced in Paragraph 47 of the First Amended Complaint for a complete 

and accurate statement of the contents thereof. 

48. Paragraph 48 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

49. Renco lacks sufficient knowledge or information regarding the allegations of 

Paragraph 49 of the First Amended Complaint and therefore denies them. 

CLAIMS FOR RELIEF: COUNT I 

50. As and for its response to Paragraph 50 of the First Amended Complaint, Renco 

refers to and incorporates by reference herein its responses to Paragraphs 1 through 49 of 

the First Amended Complaint, as set forth above. 

51. Paragraph 51 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

52. Renco denies the allegations of Paragraph 52 of the First Amended Complaint. 

53. Renco denies the allegations of Paragraph 53 of the First Amended Complaint. 

54. Renco denies the allegations of Paragraph 54 of the First Amended Complaint. 

55. Renco denies the allegations of Paragraph 55 of the First Amended Complaint. 

56. Renco denies the allegations of Paragraph 56 of the First Amended Complaint. 

57. Renco denies the allegations of Paragraph 57 of the First Amended Complaint. 

58. Renco denies the allegations of Paragraph 58 of the First Amended Complaint. 

59. Renco denies the allegations of Paragraph 59 of the First Amended Complaint. 

60. Renco admits the allegations of Paragraph 60 of the First Amended Complaint. 

61. Renco lacks sufficient knowledge or information regarding the allegations of 

Paragraph 61 of the First Amended Complaint and respectfully refers to the Court to the 
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agreement referenced in Paragraph 61 of the First Amended Complaint for a complete 

and accurate statement of the contents thereof. 

62. Renco denies the allegations of Paragraph 62 of the First Amended Complaint. 

63. Renco denies the allegations of Paragraph 63 of the First Amended Complaint. 

COUNT II 

64. As and for its response to Paragraph 64 of the First Amended Complaint, Renco 

refers to and incorporates by reference herein it responses to Paragraphs 1 through 49 of 

the First Amended Complaint, as set forth above. 

65. Renco denies the allegations of Paragraph 65 of the First Amended Complaint. 

66. Renco denies the allegations of Paragraph 66 of the First Amended Complaint. 

67. Renco denies the allegations of Paragraph 67 of the First Amended Complaint. 

68. Renco denies the allegations of Paragraph 68 of the First Amended Complaint. 

69. Renco admits that on January 17, 2012 Renco informed PBGC that a transaction 

with Cerberus had closed and that the transaction was announced publicly on January 18, 

2012, but otherwise denies the allegations of Paragraph 69 of the First Amended 

Complaint. 

70. Renco denies the allegations of Paragraph 70 of the First Amended Complaint. 

71. Renco denies the allegations of Paragraph 71 of the First Amended Complaint. 

72. Renco lacks sufficient knowledge or information regarding the allegations of 

Paragraph 72 of the First Amended Complaint and therefore denies them.   

73. Renco denies the allegations of Paragraph 73 of the First Amended Complaint. 

COUNT III 

74. As and for its response to Paragraph 74 of the First Amended Complaint, Renco 
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refers to and incorporates by reference herein its responses to Paragraphs 1 through 49 

and 64 through 73 of the First Amended Complaint, as set forth above. 

75. Renco denies the allegations of Paragraph 75 of the First Amended Complaint. 

76. Renco denies the allegations of Paragraph 76 of the First Amended Complaint. 

77. Renco denies the allegations of Paragraph 77 of the First Amended Complaint. 

78. Renco denies the allegations of Paragraph 78 of the First Amended Complaint. 

79. Renco denies the allegations of Paragraph 79 of the First Amended Complaint. 

80. Renco denies the allegations of Paragraph 80 of the First Amended Complaint. 

81. Renco lacks sufficient knowledge or information regarding the allegations of 

Paragraph 81 of the First Amended Complaint and therefore denies them. 

82. Renco denies the allegations of Paragraph 82 of the First Amended Complaint. 

COUNT IV 

83. As and for its response to Paragraph 83 of the First Amended Complaint, Renco 

refers to and incorporates by reference herein its responses to Paragraphs 1 through 49 

and 64 through 82 of the First Amended Complaint, as set forth above. 

84. Renco denies the allegations of Paragraph 84 of the First Amended Complaint. 

85. Renco denies the allegations of Paragraph 85 of the First Amended Complaint. 

86. Renco denies the allegations of Paragraph 86 of the First Amended Complaint. 

87. Renco denies the allegations of Paragraph 87 of the First Amended Complaint. 

88. Renco denies the allegations of Paragraph 88 of the First Amended Complaint. 

89. Renco denies the allegations of Paragraph 89 of the First Amended Complaint. 

90. Renco denies the allegations of Paragraph 90 of the First Amended Complaint. 

91. Renco denies the allegations of Paragraph 91 of the First Amended Complaint. 
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92. Renco denies the allegations of Paragraph 92 of the First Amended Complaint. 

93. Renco denies the allegations of Paragraph 93 of the First Amended Complaint. 

94. Renco lacks sufficient knowledge or information regarding the allegations of 

Paragraph 94 of the First Amended Complaint and therefore denies them. 

95. Renco denies the allegations of Paragraph 95 of the First Amended Complaint. 

COUNT V 

96. As and for its response to Paragraph 96 of the First Amended Complaint, Renco 

refers to and incorporates by reference herein its responses to Paragraphs 1 through 63 of 

the First Amended Complaint, as set forth above. 

97. Renco admits the allegations of Paragraph 97 of the First Amended Complaint. 

98. Renco admits the allegations of Paragraph 98 of the First Amended Complaint. 

99. Paragraph 99 of the First Amended Complaint purports to state a legal conclusion 

as to which no response is required.   

100. Renco denies the allegations of Paragraph 100 of the First Amended Complaint. 

101. Renco denies the allegations of Paragraph 101 of the First Amended Complaint. 

PBGC’S PRAYER FOR RELIEF 

 The remainder of the First Amended Complaint constitutes PBGC’s prayer for 

relief, to which no response is required.  To the extent a response may be deemed 

necessary, Renco denies all of the allegations contained in PBGC’s prayer for relief. 
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RENCO’S AFFIRMATIVE DEFENSES 

First Affirmative Defense 

1. PBGC fails in whole or in part to state a claim upon which relief may be granted. 

Second Affirmative Defense 

2. PBGC’s claims for damages are barred in whole or in part because they are too 

remote or speculative. 

Third Affirmative Defense 

3. PBGC’s claims are barred in whole or in part because they were filed for an 

improper purpose and lack a reasonable and good faith basis in fact and law. 

Fourth Affirmative Defense 

4. PBGC suffered no actual damages by reason of any of Renco’s alleged acts or 

omissions. 

Fifth Affirmative Defense 

5. PBGC’s claims are barred in whole or in part because it has not suffered any loss 

of money or property. 

Sixth Affirmative Defense 

6. PBGC’s claims are barred in whole or in part by the doctrines of acquiescence, 

laches, waiver and/or estoppel. 

Seventh Affirmative Defense 

7. PBGC’s claims are barred in whole or in part by PBGC’s unclean hands. 

Eighth Affirmative Defense 

8. Counts II, III and IV of the First Amended Complaint are preempted by the 

Employee Benefits Income Security Act of 1974. 
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Ninth Affirmative Defense 

9. PBGC lacks statutory authority to prosecute Counts II, III and IV of the First 

Amended Complaint. 

Further Affirmative Defenses 

Renco reserves the right to assert additional defenses upon further particularization of 

PBGC’s claims, upon examination of certain additional documents, upon discovery of 

further information concerning the claims, and upon the development of any other 

pertinent information. 
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RENCO’S PRAYER FOR RELIEF 

WHEREFORE, Renco prays for the following relief: 

1. Dismissal of the First Amended Complaint in its entirety with prejudice; 

2. An award to Renco of its costs and attorney fees incurred in defending 

against the First Amended Complaint; and 

3. Such other relief as the Court may deem appropriate. 

 

Respectfully submitted, 

Dated: January 27, 2014 
            New York, New York 
 

PROSKAUER ROSE LLP 
 
By: /s/ Kevin J. Perra 

Myron D. Rumeld     
Kevin J. Perra 
Bradley R. Bobroff 
Eleven Times Square 
New York, New York 10036 
Telephone: 212.969.3000 
Facsimile:  212.969.2900 
 
CADWALADER, WICKERSHAM & TAFT LLP
Jonathan M. Hoff 
Joshua R. Weiss 
One World Financial Center 
New York, New York 10281 
Telephone: 212.504.6000 
Facsimile:  212.504.6666 
 
Attorneys for The Renco Group, Inc. 
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PROSKAUER ROSE LLP
Myron D. Rumeld
Kevin J. Perra
Bradley R. Bobroff
11 Times Square
New York, NY 10036
Phone: 212.969.3000
Fax: 212.969.2900

CADWALADER, WICKERSHAM & TAFT LLP
Jonathan M. Hoff
Joshua R. Weiss
One World Financial Center
New York, NY 10281
Phone: 212.504.6000
Fax: 212.504.6666

Attorneys for The Renco Group, Inc.

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - x
:

Civil Action No. 1:13-cv-621 (RJS)

ECF CASE

THE RENCO GROUP, INC.’S
RESPONSES TO THE PENSION

BENEFIT GUARANTY
CORPORATION’S REQUEST FOR

ADMISSIONS

THE PENSION BENEFIT
GUARANTY CORPORATION,

Plaintiff,

-against-

THE RENCO GROUP, INC., et al.

Defendants.

:
:
:
:
:
:
:
:
:
:
:

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - x

Defendant The Renco Group, Inc. (“Renco”), pursuant to Rules 26 and 36 of the

Federal Rules of Civil Procedure, hereby sets forth its Objections and Responses to the

Request for Admissions from the Pension Benefit Guaranty Corporation (“PBGC” or

“Plaintiff”) dated February 7, 2014 (the “Requests”).
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GENERAL OBJECTIONS

The following General Objections apply to each of the Requests and shall have

the same force and effect as if set forth in full in response to each numbered Request.

1. Renco objects to each Request to the extent that it seeks the disclosure of

information protected from discovery by the attorney-client privilege, the attorney work

product doctrine, the common interest privilege, or any other applicable privilege,

protection, immunity, law or rule. Any disclosure of information protected from

discovery by the attorney-client privilege, the attorney work product doctrine, the

common interest privilege, or any other applicable privilege, protection, immunity, law or

rule is inadvertent and should not be construed to constitute a waiver of any such

privilege or protection.

2. Renco objects to each Request to the extent that it seeks to impose burdens

and obligations on Renco that exceed those imposed by the Federal Rules of Civil

Procedure (including Appendix A thereto) (the “Federal Rules”), the Local Rules of the

United States District Court for the Southern District of New York (the “Local Rules”),

and the orders of the Court. Renco will respond to the Requests in accordance with the

Federal Rules, the Local Rules, orders of the Court and any agreement of the parties.

3. Renco objects to each Request to the extent that it seeks the disclosure of

information that (a) is already in the possession, custody or control of Plaintiff; (b) is

publicly available or otherwise equally available to Plaintiff; or (c) is available from

another source or by another means that is more convenient, less burdensome, and/or less

expensive.
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4. Renco objects to each Request to the extent that it seeks the disclosure of

information from persons other than Renco or that it purports to require Renco to disclose

information not within its possession, custody or control.

5. Renco objects to each Request to the extent that it seeks the disclosure of

information subject to confidentiality or nondisclosure agreements with third parties.

Renco further objects to each Request to the extent that it purports to seek the

confidential or proprietary information of Renco. Renco will disclose confidential or

proprietary information of Renco subject to the protective order entered in this action.

Renco will disclose information subject to third-party confidentiality obligations subject

to the protective order entered in this action to the extent that it can do so without

violating any agreements or court orders.

6. Renco objects to each Request to the extent that it seeks the disclosure of

information relating to matters that are not raised in the pleadings in this action on the

grounds that such information is not reasonably calculated to lead to the discovery of

admissible evidence.

7. Renco objects to each Request to the extent that it calls for a legal

conclusion and/or information that will be the subject of expert testimony.

8. Renco objects to each Request to the extent that it calls for Renco to take

action other than a reasonable inquiry of those persons presently employed by Renco and

most likely to have knowledge or information responsive to the Requests.

9. Renco objects to each Request and Definition to the extent that it contains

any erroneous, inaccurate, incomplete or misleading statement of fact or law. The
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disclosure of information in response to such requests shall not constitute Renco’s

agreement with, or acquiescence in, any such statement.

10. Renco objects to the “Definitions” as vague, ambiguous and overboard

and, specifically, as follows:

a. The definition of “Renco” is improperly overboard in that it includes

Renco’s current and former “employee[s], attorney[s], accountant[s],

financial advisor[s], actuar[ies], agent[s], sponsor[s], spokes[men], or

otherwise.” Renco will not construe those terms as broadly as defined

in the Definitions. In particular, Renco does not concede that

references to Renco include its “employee[s], attorney[s],

accountant[s], financial advisor[s], actuar[ies], agent[s], sponsor[s],

spokes[men], or otherwise.”

b. The definition of “RG Steel” is improperly overboard in that it

includes RG Steel’s “subsidiaries and affiliates” and its current and

former “employee[s], attorney[s], accountant[s], financial advisor[s],

actuar[ies], agent[s], sponsor[s], spokes[men], or otherwise.” Renco

will not construe those terms as broadly as defined in the Definitions.

In particular, Renco does not concede that references to RG Steel

include its “subsidiaries and affiliate” or its current and former

“employee[s], attorney[s], accountant[s], financial advisor[s],

actuar[ies], agent[s], sponsor[s], spokes[men], or otherwise.”

11. Renco objects to each Request to the extent that it purports to require the

disclosure of information created after the filing of the Complaint on the grounds that
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such requests are overbroad, unduly burdensome, harassing and seek the disclosure of

information that is neither relevant, nor reasonably calculated to lead to the discovery of

admissible evidence. With respect to any individual Request where Plaintiff believes that

the disclosure of information dating after the filing of this action is reasonably necessary,

Renco is willing to meet and confer with Plaintiff regarding such information.

12. Renco objects to each Request to the extent that it seeks the disclosure of

information relating to matters that occurred after the commencement of this action.

13. Renco objects to each Request to the extent that it seeks the disclosure of

information relating to the anticipation of or potential settlement of these or any other

lawsuits.

14. Renco objects to each Request to the extent that it seeks the disclosure of

information protected under Fed. R. Evid. 408 and/or subject to third party confidentiality

obligations.

15. These responses and objections reflect the current state of Renco’s

knowledge, understanding and belief with respect to the matters addressed in the Request.

Renco has not yet completed its investigation or review and, irrespective of whether

Renco discloses information in response to the Requests, Renco reserves the right to (a)

revise, correct, supplement or clarify the contents of these responses and objections in

accordance with the Federal and Local Rules and orders of the court; (b) disclose

additional responsive information in the future; and (c) rely upon such information in any

hearing, proceeding, or trial in this litigation. Renco reserves the right to object to the

admissibility at trial of any response made herein or document produced, and Renco’s
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responses are not and shall not be deemed an admission or concession of the relevance of

any request, or an admission as to the admissibility of any response in this action.

16. All of Renco’s General Objections shall be deemed continuing throughout

the responses to the specific Requests set forth below, even when not further referred to

in said responses, and qualify any statement made in said response, whether explicit or

implicit. The presence or absence of any general or specific objection does not mean that

Renco does not object on any other grounds.

17. Renco responds to the Requests as it interprets and understands each

Request as set forth. If Plaintiff subsequently asserts an interpretation of any Request, to

the extent that interpretation differs from Renco’s understanding of that Request, Renco

reserves the right to supplement its objections and/or responses thereto.

18. Renco objects to the Requests to the extent the discovery sought is

unreasonably cumulative or duplicative, and that the burden or expense of discovery

sought outweighs the potential benefit. Renco further objects to the Requests to the

extent that they are vague ambiguous, and/or confusing in that they fail to describe with

reasonable particularity the documents and things sought.

19. Renco objects to each Request as overly broad and unduly burdensome to

the extent that it is either unlimited in time and scope or not reasonably limited in time or

scope.
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SPECIFIC RESPONSES AND OBJECTIONS

1. Admit that Renco and its subsidiaries currently employ more than 20,000
employees worldwide and currently generate revenues in excess of $5 billion
annually.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Renco’s subsidiaries and affiliated operating companies employ
approximately 14,000 people worldwide and currently generate revenues of
approximately $3.5 billion annually.

2. Admit that Renco’s investment portfolio contains companies in the mining and
mineral recovery, defense equipment, metal fabrication, and automotive supply
industries.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that its subsidiaries and affiliated operating companies are in the mining, mineral
recovery, defense equipment, metal fabrication and automotive supply industries.

3. Admit that between January 1, 2012, and September 15, 2012, Ilshar Capital
LLC, Blue Turtles, Inc., Unarco Material Handling, Inc., Inteva Products LLC,
The Doe Run Resources Corporation, and US Magnesium LLC were members of
Renco’s “controlled group” as that term is defined in 29 U.S.C. § 1301(a)(14).

RESPONSE: Subject to and without waiving any of the foregoing objections, this
Request purports to state a legal conclusion as to which no response is required.

4. Admit that between December 1, 2011, and January 16, 2012, Renco directly or
indirectly held a 100% ownership interest in RG Steel, LLC.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that between December 1, 2011, and January 16, 2012, Renco indirectly held a
100% ownership interest in RG Steel, LLC.

5. Admit that between December 1, 2011, and January 16, 2012, Renco directly or
indirectly held a 100% ownership interest in RG Steel Wheeling, LLC.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that between December 1, 2011, and January 16, 2012, Renco indirectly held a
100% ownership interest in RG Steel Wheeling, LLC.

6. Admit that between December 1, 2011, and January 16, 2012, Renco directly or
indirectly held a 100% ownership interest in RG Steel Warren, LLC.
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RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that between December 1, 2011, and January 16, 2012, Renco indirectly held a
100% ownership interest in RG Steel Warren, LLC.

7. Admit that between December 1, 2011, and January 16, 2012, RG Steel Warren,
LLC and RG Steel Wheeling, LLC were members of a “controlled group” with
Renco, as that term is defined in 29 U.S.C. § 1301(a)(14).

RESPONSE: Subject to and without waiving any of the foregoing objections, this
Request purports to state a legal conclusion as to which no response is required.

8. Admit that between January 1, 2012, and August 31, 2012, RG Steel Warren,
LLC was the contributing sponsor of the RG Steel Warren, LLC Hourly
Employees Pension Plan.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

9. Admit that between January 1, 2012, and August 31, 2012, RG Steel Wheeling,
LLC was the contributing sponsor of the RG Steel Wheeling, LLC Pension Plan.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

10. Admit that each of the Pension Plans is covered by Title IV of ERISA.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

11. Admit that on or around March 1, 2011, Renco and/or RG Steel, LLC entered into
a stock purchase agreement with Severstal US Holdings II, LLC, Severstal US
Holdings, LLC, and Severstal Sparrows Point, LLC (collectively, “Severstal”) to
purchase all of the equity of the steel mill company Severstal Sparrows Point,
LLC.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that RG Steel entered into a stock purchase agreement with Severstal US Holdings
II, LLC, Severstal US Holdings, LLC, and Severstal Sparrows Point, LLC (collectively,
“Severstal”) to purchase all of the membership interests of the steel mill company
Severstal Sparrows Point, LLC.

12. Admit that, on March 1, 2011, Severstal Sparrows Point, LLC owned all of the
outstanding equity of the steel mill companies, Severstal Warren, LLC and
Severstal Wheeling, LLC.
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RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on March 1, Severstal Sparrows Point, LLC owned all of the outstanding
membership interests of the steel mill companies, Severstal Warren, LLC and Severstal
Wheeling, LLC.

13. Admit that upon Renco’s purchase of Severstal Sparrows Point, LLC, Severstal
Sparrows Point, LLC and its subsidiaries became subsidiaries of RG Steel, LLC.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that upon RG Steel’s purchase of Severstal Sparrows Point, LLC, Severstal
Sparrows Point, LLC and its subsidiaries became subsidiaries of RG Steel, LLC.

14. Admit that after the transaction between Severstal and Renco, Severstal Sparrows
Point, LLC was renamed RG Steel Sparrows Point, LLC.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that after the transaction between Severstal and RG Steel, Severstal Sparrows
Point, LLC was renamed RG Steel Sparrows Point, LLC.

15. Admit that after the transaction between Severstal and Renco, Severstal
Wheeling, LLC was renamed RG Steel Wheeling, LLC.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that after the transaction between Severstal and RG Steel, Severstal Wheeling,
LLC was renamed RG Steel Wheeling, LLC.

16. Admit that after the transaction between Severstal and Renco, Severstal Warren,
LLC was renamed RG Steel Warren, LLC.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that after the transaction between Severstal and RG Steel, Severstal Warren, LLC
was renamed RG Steel Warren, LLC.

17. Admit that in March 2011, Renco was contacted by PBGC regarding Renco’s
proposed transaction with Severstal and its effect on the Pension Plans.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Renco was contacted by PBGC regarding RG Steel’s proposed transaction
with Severstal and its effect on the Pension Plans.

18. Admit that Renco was informed by PBGC that PBGC was concerned about the
proposed transaction between Renco and Severstal because the Pension Plans
would be transferred from the Severstal controlled group to the Renco controlled
group.
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RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on March 3, 2011 Renco received a letter from PBGC requesting certain
information “[t]o assist the PBGC in understanding the impact, if any, of the Transaction
[with Severstal] on the WCI Steel, Inc. USW Defined Pension Plan and the Severstal
Wheeling, Inc. Pension Plan,” as reflected in the document production-stamped PBGC
000055823-26, and that Renco provided certain information to PBGC in response to its
inquiry.

19. Admit that on or around March 24, 2011, Roger Fay of Renco sent Ajit Gadre of
PBGC a letter, a true and correct copy of which was attached as Exhibit A to
PBGC’s First Amended Complaint in this action.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

20. Admit that less than one year after Renco formed RG Steel, RG Steel encountered
financial difficulties.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

21. Admit that on or around July 5, 2011, Renco loaned approximately $109.8 million
to RG Steel, which was secured by a subordinated promissory note.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that between July 5, 2011 and December 15, 2011, Renco loaned approximately
$109.8 million to RG Steel in return for a promissory note, and that the loan was secured
by a second lien on substantially all of RG Steel’s assets.

22. Admit that on or around December 19, 2011, Renco loaned approximately $15.6
million to RG Steel, which was secured by a second subordinated promissory
note.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that between December 19, 2011 and January 5, 2011, Renco loaned
approximately $17.8 million to RG Steel in return for a promissory note, and that the loan
was secured by a second lien on substantially all of RG Steel’s assets.

23. Admit that between late 2011 and early 2012, Renco and/or RG Steel contacted at
least 20 third parties about a proposed lending opportunity that involved a $200
million secured loan to RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that in or around late 2011, Renco, RG Steel and/or their representatives contacted
at least 20 third parties about a proposed transaction that potentially involved a term loan
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of up to a $200 million to RG Steel, as reflected in the document production-stamped
RENGRP0002163-2164.

24. Admit that in November 2011, Renco and/or RG Steel contacted Cerberus about
the proposed lending opportunity.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that in or around November 2011, RG Steel contacted Cerberus about a proposed
transaction that potentially involved a term loan of up to $200 million to RG Steel, as
reflected in the document production-stamped RENGRP0002163-2164.

25. Admit that on December 21, 2011, Renco was informed by Cerberus that
Cerberus was declining the proposed lending opportunity.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on or around December 21, 2011, certain representatives of Renco were
informed by certain representatives of Cerberus that Cerberus was declining to enter into
a financing transaction with RG Steel.

26. Admit that on December 16, 2011, RG Steel sent PBGC an Advanced Notice of
Reportable Events Form (the “Form 10 Notice”).

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

27. Admit that a true and correct copy of the Form 10 Notice was attached as Exhibit
B to PBGC’s First Amended Complaint.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

28. Admit that on or around December 20, 2011, John Grimaldi of Renco received an
email from Christopher Gran of PBGC, requesting certain information about the
potential transaction described in the Form 10 Notice.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on or around December 20, 2011, John Grimaldi of Renco received an email
from Christopher Gran of PBGC. As for the content of the referenced email, Renco
states that the document speaks for itself.

29. Admit that in late December 2011 and early January 2012, RG Steel was
preparing documentation to file for bankruptcy protection.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.
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30. Admit that between late December 2011 and early January 2012, Ira Rennert of
Renco contacted Stephen Feinberg of Cerberus and proposed terms of a
transaction between Cerberus, Renco, and RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that between late December 2011 and early January 2012, Ira Rennert of Renco
spoke with Stephen Feinberg of Cerberus in an effort to revive discussions with Cerberus
over the terms of a potential transaction between Cerberus, RG Steel, and Renco.

31. Admit that on January 4, 2012, Renco and representatives of PBGC held a
conference call to discuss the potential transaction described in the Form 10
Notice.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

32. Admit that on January 4, 2012, Renco received from Elliot a term sheet for a
proposed loan transaction involving RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on January 4, 2012, Renco received from Elliot a revised term sheet for a
proposed transaction involving RG Steel.

33. Admit that Exhibit 1 is a true and correct copy of the term sheet that Elliot sent to
Renco on January 4, 2012.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Exhibit 1 is a true and correct copy of a revised term sheet that Elliot sent to
Renco on January 4, 2012.

34. Admit that on January 4, 2012, Renco met with Cerberus to discuss proposed
terms for a transaction between Cerberus, Renco, and RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on January 4, 2012, certain representatives of Renco met with certain
representatives of Cerberus to discuss RG Steel’s business and its current economic
condition and prospects in connection with a potential transaction between Cerberus, RG
Steel, and Renco.

35. Admit that Exhibit 2 is a true and correct copy of an email sent by Dana Cann of
PBGC to John Grimaldi of Renco (and others) on January 5, 2012.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Exhibit 2 is a true and correct copy of an email chain between and among
Dana Cann of PBGC, John Grimaldi of Renco and others, on January 4, 2012 and
January 5, 2012.
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36. Admit that on January 5, 2012, Renco received from Dana Cann of PBGC an
email reiterating PBGC’s concerns about the potential transaction described in the
Form 10 Notice and requesting additional information.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that it received an email from Dana Cann dated January 5, 2012. As for the
content of the referenced email, Renco states that the document speaks for itself.

37. Admit that on January 6, 2012, Cerberus and Renco attended a meeting at RG
Steel’s headquarters in Sparrows Point, Maryland.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on January 6, 2012, certain representatives of Cerberus and certain
representatives of Renco attended an RG Steel management presentation at RG Steel’s
headquarters in Sparrows Point, Maryland.

38. Admit that between January 4, 2012, and January 9, 2012, Renco and RG Steel
provided information to Cerberus in connection with Cerberus’s diligence of a
potential transaction between Cerberus, Renco, and RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that between late October / early November 2011 and mid-January 2012, Renco
and RG Steel provided information to Cerberus in connection with Cerberus’s diligence
of a potential transaction between Cerberus, RG Steel, and Renco.

39. Admit that Exhibit 3 is a true and correct copy of an email and its attachments
sent by Dana Cann of PBGC to John Grimaldi of Renco (and others) on January
6, 2012.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Exhibit 3 is a true and correct copy of an email chain between and among
Dana Cann of PBGC, John Grimaldi of Renco and others, on January 4, 2012, January 5,
2012 and January 6, 2012, with the exception that the time stamp is incorrect as listed on
certain of the emails contained in the email chain attached as Exhibit 3.

40. Admit that on January 6, 2012, Renco received from Dana Cann of PBGC an
email attaching an administrative subpoena, a confidentiality agreement, and a
letter apprising Renco that PBGC was deeply concerned about the proposed
transaction and its impact on the Pension Plans, and informing Renco that PBGC
estimated that the Pension Plans were collectively underfunded by approximately
$70 million on a termination basis.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on January 6, 2012 it received from Dana Cann of PBGC an email attaching
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an administrative subpoena, a confidentiality agreement and a letter. As for the content
of the referenced letter, Renco states that the letter speaks for itself.

41. Admit that Exhibit 4 is a true and correct copy of an email sent by Ari Rennert of
Renco to Dana Cann of PBGC on January 9, 2012.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Exhibit 4 is a true and correct copy of an email chain between and among
Dana Cann of PBGC, Ari Rennert of Renco and others, between January 4, 2012, and
January 9, 2012, with the exception that the time stamp is incorrect as listed on certain of
the emails contained in the email chain attached as Exhibit 4.

42. Admit that on January 9, 2012, Ari Rennert of Renco exchanged emails with
Dana Cann of PBGC about the status of a potential transaction concerning RG
Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on January 9, 2012, Ari Rennert of Renco exchanged emails with Dana Cann
of PBGC. As for the contents of such emails, Renco states that the emails speak for
themselves.

43. Admit that Exhibit 5 is a true and correct copy of an email and its attachments
sent by Dana Cann of PBGC to Ari Rennert of Renco (and others) on January 9,
2012.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request, with the exception that the time stamp is incorrect as listed on the
email attached as Exhibit 5.

44. Admit that on or before January 9, 2012, Renco instructed its legal counsel at
Cadwalader, Wickersham & Taft LLP to begin drafting documents for a
transaction between Renco, Cerberus, and RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on or before January 10, 2012, Renco and RG Steel asked their legal counsel
at Cadwalader, Wickersham & Taft LLP to begin drafting certain documents in
connection with a potential transaction between Cerberus, RG Steel, and Renco, the
substance and effect of which was disclosed to PBGC in the Form 10 filed on December
16, 2011 and discussed thereafter between Renco and PBGC in various formal and
informal communications.

45. Admit that on or before January 9, 2012, Renco was aware that Cerberus’s legal
counsel at Schulte Roth & Zabel LLP were drafting loan documents for a
transaction between Cerberus, Renco, and RG Steel.
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RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that the principals at Renco responsible for negotiating and executing documents
concerning a potential transaction between Cerberus, RG Steel, and Renco do not recall
when they became aware that Cerberus’s legal counsel at Schulte Roth & Zabel LLP
were drafting certain documents in connection with a potential transaction between
Cerberus, RG Steel, and Renco, the substance and effect of which was disclosed to
PBGC in the Form 10 filed on December 16, 2011 and discussed thereafter between
Renco and PBGC in various formal and informal communications.

46. Admit that Renco asked Cerberus to instruct its legal counsel to work toward
closing the transaction between Renco, Cerberus, and RG Steel as soon as
possible.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
denies this Request.

47. Admit that Cerberus instructed its legal counsel to work toward closing the
transaction between Renco, Cerberus, and RG Steel as soon as possible.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that a representative of Cerberus testified during his deposition that Cerberus
instructed its legal counsel to work toward closing a potential transaction under
discussion between Cerberus, RG Steel, and Renco as soon as possible.

48. Admit that Renco instructed its legal counsel to work toward closing the
transaction between Renco, Cerberus, and RG Steel as soon as possible.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Renco and its legal counsel understood RG Steel’s significant and immediate
need for the liquidity that a potential transaction would provide to RG Steel and therefore
Renco’s legal counsel worked toward closing a potential transaction under discussion
between Cerberus, RG Steel, and Renco as soon as possible.

49. Admit that Renco’s legal counsel worked through the night on more than one
occasion as they worked toward closing the transaction between Renco, Cerberus,
and RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Renco and its legal counsel understood RG Steel’s significant and immediate
need for the liquidity that a potential transaction would provide to RG Steel and therefore
Renco’s legal counsel worked outside of regular business hours on more than one
occasion after negotiations with Cerberus were revived on the evening of January 14,
2012, in an effort to close a potential transaction under discussion between Cerberus, RG
Steel, and Renco as soon as possible.
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50. Admit that Cerberus’s legal counsel worked through the night on more than one
occasion as they worked toward closing the transaction between Renco, Cerberus,
and RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that a representative of Cerberus testified during his deposition that Cerberus’s
legal counsel worked through the night on more than one occasion as they worked toward
closing a potential transaction under discussion between Cerberus, RG Steel, and Renco.

51. Admit that Exhibit 6 is a true and correct copy of a term sheet prepared by Daniel
Wolf of Cerberus on or about January 10, 2012.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Exhibit 6 is a true and correct copy of a document entitled “term sheet,” that
the document was not provided to Renco, and that Daniel Wolf testified that he could not
recall when he had prepared the document.

52. Admit that on or about January 10, 2012, Daniel Wolf of Cerberus prepared a
term sheet outlining the terms of a transaction between Cerberus, Renco, and RG
Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
denies this Request.

53. Admit that the January 10, 2012 term sheet accurately reflected the terms of an
agreement in principal [sic] between Cerberus and Renco.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
denies this Request.

54. Admit that the terms of the transaction proposed by Cerberus to Renco and/or RG
Steel on or about January 10, 2012, called for Cerberus to receive penny warrants
for 49% of the equity of RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
denies this Request.

55. Admit that Exhibit 7 is a true and correct copy of an email and its attachment sent
by Dana Cann of PBGC to Ari Rennert of Renco (and others) on January 10,
2012.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request, with the exception that the time stamp is incorrect as listed on the
email attached as Exhibit 7.
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56. Admit that on January 10, 2012, Renco received from Dana Cann of PBGC an
email attaching an outline of a proposal for a settlement agreement with guarantee
by which Renco and the Renco Controlled Group Members would remain jointly
and severally liable for any termination liabilities relating to the Pension Plans for
a period of 5 years.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on January 10, 2012 it received an email from Dana Cann of PBGC attaching
a document. As for the content of the attached document, Renco states that the document
speaks for itself.

57. Admit that Renco was informed by PBGC that, without such guarantee, PBGC
would initiate proceedings to terminate the Pension Plans.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Dana Cann of PBGC advised certain representatives of Renco, in sum and
substance, that if Renco would not guarantee RG Steel’s obligations to the Pension Plans,
PBGC would seek to terminate the Pension Plans.

58. Admit that on January 11, 2012, Renco informed Elliot that it should not spend
significant time or money on the potential transaction involving RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on or around January 11, 2012, Jim Reitzig of Renco informed Dave Miller of
Elliot that, in sum and substance, Elliot should not at that time spend significant time or
money on the transaction and that he would inform him if that changed, as reflected in
the email production-stamped RENGRP0005676.

59. Admit that before January 17, 2012, Renco did not tell PBGC that Renco had
informed Elliot not to spend significant time or money on the potential transaction
involving RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on January 13, 2012, Ari Rennert of Renco advised Dana Cann of PBGC that,
in sum and substance, no potential transaction involving RG Steel would be
consummated with one of the two potential counterparties, and that he was referring to
Elliot.

60. Admit that between January 10, 2012 and January 13, 2012 Renco and Cerberus
exchanged draft documents for a transaction between Cerberus, Renco, and RG
Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that between January 11, 2012 and January 17, 2012 Renco and Cerberus
exchanged draft documents for a potential transaction between Cerberus, RG Steel, and
Renco.
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61. Admit that the draft transaction documents prepared by Renco called for Cerberus
to receive 24.5% of the RG Steel equity at the closing of the transaction and
penny warrants convertible into an additional 24.5% of the RG Steel equity.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that the comments prepared by Renco’s legal counsel to certain draft transaction
documents prepared by Cerberus called for Cerberus to receive 24.5% of the membership
interests of RG Steel Holdings, LLC at the closing of the transaction and warrants
convertible into an additional 24.5% of the membership interests of RG Steel Holdings,
LLC.

62. Admit that Exhibit 8 is a true and correct copy of an email sent by Daniel Wolf of
Cerberus to Christopher McDermott of Cadwalader, Wickersham & Taft LLP
(and others) on January 12, 2012.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Exhibit 8 is a true and correct copy of an email chain between and among
Daniel Wolf of Cerberus and Christopher McDermott of Cadwalader, Wickersham &
Taft LLP (and others), on January 11, 2012 and January 12, 2012.

63. Admit that on January 12, 2012, Cerberus objected to the transfer of the RG Steel
equity as set forth in the transaction documents prepared by Renco.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on January 12, 2012, Daniel Wolf of Cerberus sent an email in response to
certain comments provided by Renco’s legal counsel to certain draft transaction
documents prepared by Cerberus, in which he raised a series of issues related to those
comments, as reflected in document production-stamped CRG-PBGC 0023056-23058.

64. Admit that Cerberus requested Renco to provide penny warrants convertible into
49% of the RG Steel equity rather than transferring 24.5% of the RG Steel equity
and 24.5% in penny warrants as Renco proposed.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that the draft “Equityholders Agreement” provided by Cerberus on January 11,
2012 proposed that “RG Steel Holdco LLC” provide to Cerberus instruments labeled as
warrants convertible to 49% of the Membership Units of “RG Steel Holdco LLC.”

65. Admit that if Cerberus received penny warrants convertible into 49% of the equity
of RG Steel at the closing on January 17, 2012, Renco would have remained in
the RG Steel controlled group after the closing until such time as Cerberus
exercised warrants for more than 20% of the RG Steel equity.

RESPONSE: Subject to and without waiving any of the foregoing objections, this
Request purports to state a legal conclusion as to which no response is required.
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66. Admit that on the morning of January 13, 2012, Ari Rennert and Ira Rennert of
Renco had a telephone call with Dana Cann of PBGC (the “January 13th Call”).

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

67. Admit that during the January 13th Call, Ari Rennert and Ira Rennert were
informed by Dana Cann that PBGC intended to initiate termination of the Pension
Plans.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Dana Cann stated on the January 13 call that PBGC was going to seek to
terminate the Pension Plans.

68. Admit that during the January 13th Call, Renco requested that PBGC not initiate
termination of the Pension Plans.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
denies this Request.

69. Admit that during the January 13th Call, Renco represented to PBGC that no
transaction involving RG Steel was imminent.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Ari Rennert of Renco stated to Dana Cann of PBGC that, in sum and
substance, no transaction was about to happen.

70. Admit that during the January 13th Call, Renco represented that no transaction
under consideration involved the transfer of any of Renco’s equity interest in RG
Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
denies this Request.

71. Admit that during the January 13th Call, Renco represented to PBGC that one of
the potential parties to the transaction had asked for due diligence that could take
several weeks to complete and that the diligence work had not yet been started.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Ari Rennert of Renco informed Dana Cann of PBGC that, in sum and
substance, a transaction with one of the potential parties was dead, and that he was
referring to Elliot.

72. Admit that the potential party referenced in Request 71 was Elliot.
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RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that the potential party referenced in the response to Request 71 was Elliot.

73. Admit that during the January 13th Call, Renco represented to PBGC that it was
working with RG Steel’s bank group to restart the blast furnace at Sparrows Point,
Maryland.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
denies this Request.

74. Admit that during the January 13th Call, Renco represented that it was amenable
to the concept of a standstill agreement with PBGC, whereby PBGC would
abstain from exercising its right to initiate termination of the Pension Plans in
exchange for an agreement by Renco and the Renco Controlled Group Members
to remain part of RG Steel’s controlled group notwithstanding any transaction that
transferred more than 20% of Renco’s equity in RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
denies this Request.

75. Admit that at the time of the January 13th Call, Renco’s legal counsel continued to
prepare documents for the transaction between Cerberus, Renco, and RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Renco and its legal counsel understood RG Steel’s significant and immediate
need for the liquidity that a potential transaction would provide to RG Steel and therefore
were at all relevant times working towards closing a transaction as soon as possible, the
substance and effect of which was disclosed to PBGC in the Form 10 filed on December
16, 2011 and discussed thereafter between Renco and PBGC in various formal and
informal communications.

76. Admit that at no time during the January 13th Call did Renco inform PBGC that
lawyers representing Renco and Cerberus were preparing documents for the
transaction between Renco, Cerberus, and RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that it does not recall whether or not it informed PBGC during the January 13th

Call that lawyers representing Renco and Cerberus were preparing documents for a
potential transaction between Cerberus, RG Steel, and Renco, the substance and effect of
which was disclosed to PBGC in the Form 10 filed on December 16, 2011 and discussed
thereafter between Renco and PBGC in various formal and informal communications.

77. Admit that Exhibit 9 is a true and correct copy of an email and its attachment sent
by Dana Cann of PBGC to Ari Rennert of Renco (copying John Grimaldi of
Renco) on January 13, 2012.
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RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request, with the exception that the time stamp is incorrect as listed on the
email attached as Exhibit 9.

78. Admit that on the afternoon of January 13, 2012, Ari Rennert of Renco received
from Dana Cann of PBGC an email attaching a draft standstill agreement (the
“Standstill Agreement”).

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on January 13, 2012, Ari Rennert of Renco received from Dana Cann of
PBGC an email attaching a document with the file name “RG Steel – Status Quo
Agreement_v8 1-13-12.doc.”

79. Admit that on January 13, 2012, Ari Rennert of Renco forwarded the Standstill
Agreement to Renco’s counsel for review.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that on January 13, 2012, Ari Rennert of Renco forwarded Dana Cann’s email
from 3:41 PM on the same day with the subject “Standstill Agreement,” to Mike Ryan,
Renco’s outside counsel.

80. Admit that Renco’s counsel did not review or prepare comments to the Standstill
Agreement between January 13, 2012, and January 17, 2012.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
objects to this Request on the grounds that it calls for information protected by the
attorney-client privilege and/or work product doctrine.

81. Admit that before January 17, 2012, Renco did not inform PBGC that Renco had
any concerns with the Standstill Agreement.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that it did not at any time discuss with PBGC the substance of the draft document
sent by Dana Cann of PBGC on January 13, 2012.

82. Admit that Exhibit 10 is a true and correct copy of an email sent by David Miller
of Cadwalader, Wickersham & Taft LLP to Kurt Rosell of Schulte Roth & Zabel
LLP (copying Shlomo Boehm of Cadwalader, Wickersham & Taft LLP) on
January 15, 2012.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Exhibit 10 is a true and correct copy of an email chain between David Miller
of Cadwalader, Wickersham & Taft LLP and Kurt Rosell of Schulte Roth & Zabel LLP
(and others) on January 15, 2012.

Case 1:13-cv-00621-RJS   Document 61-2   Filed 06/20/14   Page 22 of 28



22

83. Admit that on January 17, 2012, Renco informed PBGC that the Transaction had
closed.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

84. Admit that before January 17, 2012, Renco did not tell PBGC that it was pursuing
a transaction with Cerberus.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that it does not recall whether or not it told PBGC that Cerberus was one of the
potential counterparties to a proposed transaction involving RG Steel that was disclosed
to PBGC in the Form 10 filed on December 16, 2011 and thereafter discussed between
Renco and PBGC in various formal and informal communications.

85. Admit that before January 17, 2012, Renco did not tell PBGC that Renco and
Cerberus were preparing documents for the Transaction.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that it does not recall whether or not it explicitly stated to PBGC that Renco and
Cerberus were preparing documents for a potential transaction that was disclosed to
PBGC in the Form 10 filed on December 16, 2011 and thereafter discussed between
Renco and PBGC in various formal and informal communications.

86. Admit that before January 17, 2012, Renco did not disclose to Cerberus that
Renco was in discussions with PBGC about the proposed transaction involving
RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that before January 17, 2012, it did not discuss with Cerberus that Renco had been
contacted by the PBGC about a potential transaction involving RG Steel.

87. Admit that before January 17, 2012, Renco did not disclose to Cerberus that
PBGC had stated its intention to initiate termination of the Pension Plans before
any transaction closed that would remove Renco from RG Steel’s controlled
group.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that before January 17, 2012, Renco did not discuss with Cerberus PBGC’s
statements regarding its intent to initiate termination of the Pension Plans.

88. Admit that as part of the Transaction, Cerberus received 24.5% of the equity of
RG Steel, along with warrants giving Cerberus the right to purchase an additional
24.5% of RG Steel’s equity.
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RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that as part of the Transaction, Cerberus received 24.5% of the membership
interests of RG Steel Holdings, LLC, along with warrants giving Cerberus the right to
purchase an additional 24.5% of RG Steel Holdings, LLC’s membership interests.

89. Admit that as part of the Transaction, Cerberus made secured loans to RG Steel.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

90. Admit that as part of the Transaction, Cerberus committed to make a Term Loan
A in the amount of $62.5 million, a Term Loan B in the amount of $62.5 million,
and a Term Loan C in an amount up to $100 million.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

91. Admit that each of Cerberus’s term loans to RG Steel was secured by a second-
position lien on substantially all of RG Steel’s assets.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

92. Admit that Cerberus’s Term Loan A was also secured by Renco’s pledge of its
interest in US Magnesium LLC.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that it delivered a limited guarantee of RG Steel’s obligations under Term loan A,
as provided in document production-stamped RENCO0000057-67, and pledged its
interests in US Magnesium LLC as security for its limited guarantee, as provided in
document production-stamped RENCO0000085-102.

93. Admit that Cerberus’s Term Loan A was also secured by Ilshar Capital LLC’s
pledge of its interest in Millennium USA, L.P.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that Ilshar Capital LLC delivered a limited guarantee of RG Steel’s obligations
under Term loan A to the extent of $50 million, as provided in document production-
stamped RENCO0000019-29, and pledged its interests in Millennium USA, L.P. as
security for its limited guarantee, as provided in document production-stamped
RENCO0000030-46.

94. Admit that in connection with Cerberus’s Term Loan C, Renco entered a capital
call agreement with Cerberus, obligating Renco to make capital call investments
to RG Steel, LLC under certain conditions.
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RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that it entered into a capital call agreement with Cerberus. As for the terms of the
capital call agreement, Renco states that the document speaks for itself.

95. Admit that Cerberus’s Term Loan C and Renco’s obligations under the capital
call agreement with Cerberus were secured by Renco’s pledge of its interest in
Ableco, LLC.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that it delivered a limited guarantee of its obligations under the capital call
agreement with Cerberus and RG Steel’s obligations under Term Loan C, as provided in
document production-stamped RENCO0000047-56, and pledged its interest in Ableco,
LLC as security for its limited guarantee, as provided in document production-stamped
RENCO0000068-84.

96. Admit that Cerberus’s loans to RG Steel have been repaid in full.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that there are no outstanding balances owed to Cerberus under the loans.

97. Admit that on January 18, 2012, RG Steel issued a press release announcing the
Transaction.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

98. Admit that Renco knew when it was structuring the transaction that PBGC could
initiate termination of the Pension Plans and hold each of Renco, Ilshar Capital
LLC, Blue Turtles, Inc., Unarco Material Handling, Inc., Inteva Products LLC,
The Doe Run Resources Corporation, and US Magnesium LLC jointly and
severally liable for resulting termination liabilities.

RESPONSE: Subject to and without waiving any of the foregoing objections, this
Request purports to state a legal conclusion as to which no response is required.

99. Admit that, had PBGC initiated termination of the Pension Plans before the
Transaction was consummated, Renco, Ilshar Capital LLC, Blue Turtles, Inc.,
Unarco Material Handling, Inc., Inteva Products LLC, The Doe Run Resources
Corporation, and US Magnesium LLC would have been jointly and severally
liable for any resulting termination liabilities.

RESPONSE: Subject to and without waiving any of the foregoing objections, this
Request purports to state a legal conclusion as to which no response is required.

100. Admit that as a result of the Transaction, Renco’s ownership in RG Steel fell
below 80%.
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RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that as a result of the Transaction, Renco’s ownership in RG Steel Holdings, LLC
fell below 80%.

101. Admit that Exhibit 11 is a true and correct copy of a letter sent by Ira Golub of
Proskauer Rose LLP to Daniel Bosh of the Steelworkers Pension Trust on or
about August 30, 2013.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

102. Admit that Renco knew when it was structuring the Transaction that RG Steel
Sparrows Point, LLC and RG Steel Wheeling, LLC contributed to the
Steelworkers Pension Trust, a multiemployer pension plan.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that at all relevant times Renco was generally aware that RG Steel Sparrows
Point, LLC and RG Steel Wheeling, LLC contributed to the Steelworkers Pension Trust,
a multiemployer pension plan, but denies that it “structur[ed] the Transaction” and further
denies that the principals at Renco responsible for negotiating and executing a potential
transaction involving RG Steel considered any potential claims related to the
Steelworkers Pension Trust in connection with a potential transaction.

103. Admit that the Steelworkers Pension Trust has filed claims for employee
benefit plan contributions and/or withdrawal liability in the bankruptcy cases
of RG Steel Sparrows Point, LLC; RG Steel Wheeling, LLC; and RG Steel
Warren, LLC in the total amount of $89,828,586.05.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that the Steelworkers Pension Trust has filed claims in the bankruptcy cases of RG
Steel Sparrows Point, LLC, RG Steel Wheeling, LLC and RG Steel Warren. As for the
nature and content of such claims, Renco states that the documents reflecting those
claims speak for themselves.

104. Admit that during RG Steel’s bankruptcy, RG Steel sold substantially all of its
assets to third parties.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits that RG Steel sold substantial assets as part of RG Steel’s bankruptcy proceedings.
As for the nature and extent of such asset sales, the court orders authorizing such sales
speak for themselves.

105. Admit that on September 18, 2012, PBGC issued notices of determination to
each of RG Steel Warren, LLC and RG Steel Wheeling, LLC, as the Pension
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Plans’ administrators, that the Pension Plans should be terminated pursuant to
29 U.S.C. § 1342(a)(2).

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

106. Admit that on November 13, 2012, RG Steel Warren, LLC entered into an
agreement with PBGC that: (1) terminated the RG Steel Warren, LLC Hourly
Employees Pension Plan pursuant to 29 U.S.C. § 1342(c); (2) established
August 31, 2012 as the RG Steel Warren, LLC Hourly Employees Pension
Plan’s termination date; and (3) appointed PBGC as statutory trustee for the
RG Steel Warren, LLC Hourly Employees Pension Plan.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.

107. Admit that on November 13, 2012, RG Steel Wheeling, LLC entered into an
agreement with PBGC that: (1) terminated the RG Steel Wheeling, LLC
Pension Plan pursuant to 29 U.S.C. § 1342(c); (2) established August 31, 2012
as the RG Steel Wheeling, LLC Pension Plan’s termination date; and (3)
appointed PBGC as statutory trustee for the RG Steel Wheeling, LLC Pension
Plan.

RESPONSE: Subject to and without waiving any of the foregoing objections, Renco
admits this Request.
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Dated: March 17, 2014
New York, New York

PROSKAUER ROSE LLP

By: /s/ Kevin J. Perra
Myron D. Rumeld
Kevin J. Perra
Bradley R. Bobroff
Eleven Times Square
New York, New York 10036
Telephone: 212.969.3000
Facsimile: 212.969.2900

CADWALADER, WICKERSHAM & TAFT LLP
Jonathan M. Hoff
Joshua R. Weiss
One World Financial Center
New York, New York 10281
Telephone: 212.504.6000
Facsimile: 212.504.6666

Attorneys for The Renco Group, Inc.
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4
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8                 Defendants.

---------------------------------------X
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Page 42

1            CHRISTOPHER GRAN
2 right?
3    A     Typically our response time is two
4 weeks, so one week is expedited in my view.
5    Q     But depending upon the
6 circumstances, you might think it requires a
7 quicker turnaround time, right?
8    A     Could you repeat the question?
9    Q     So when you send out an information

10 request, depending upon what the
11 circumstances are of that particular
12 situation, you may feel you need that
13 information sooner, right?
14    A     I thought one week was appropriate
15 for responding to nine items gathering all
16 this information.
17    Q     Fair enough.
18          But if it was a circumstance where
19 you felt you needed the information sooner,
20 you would ask for it sooner, right?
21    A     Yes.
22    Q     And so you can ask for it and you
23 can say I want it in 48 hours, right?
24    A     I could.
25    Q     Okay.  You can issue an

Page 44

1            CHRISTOPHER GRAN
2 if there was any situation here where
3 perhaps the plans may be at additional risk
4 if the transaction proceeds to completion.
5          So that's what we were looking at.
6    Q     And what were your options?  What
7 could you have done?
8    A     We could have evaluated and said,
9 well, we don't think this is worth

10 terminating the plans, but we should give an
11 ask to the company in ways that we could --
12 ways that they could help mitigate the risk
13 to the plans.
14          If we gain the ask and they say no,
15 we could consider whether termination is an
16 option or not.
17          Sometimes we don't feel there's
18 enough risk to the point where we go ahead
19 and threaten termination or go through with
20 a termination.
21          Or we can simply take no action.
22 We could say this transaction doesn't appear
23 to pose material risk to us, so we're just
24 going to take no action.
25    Q     In this case, do you recall how you

Page 43

1            CHRISTOPHER GRAN
2 administrative Subpoena, right?
3    A     Yes.  Well, PBGC could issue a
4 Subpoena.
5    Q     You can summons people to the
6 PBGC's offices, right?
7    A     I don't know if we have done that.
8 I'm not aware of whether we do that or not.
9    Q     Okay.  But asking for things on a

10 more expedited basis or issuing
11 administrative subpoenas, these are things
12 that the PBGC has done and can do, right?
13    A     Yes.
14    Q     In this case, in this case, in this
15 particular situation with the Severstal
16 transaction, what were you evaluating?
17    A     We were evaluating that there were
18 these businesses that Renco would acquire.
19 There were pension plans that were going
20 with those businesses to Renco.
21          And so we wanted to evaluate what
22 these businesses look like, how they
23 performed.  Tried to get some idea of both
24 historical and projected look at what these
25 businesses would do.  See if they would --

Page 45

1            CHRISTOPHER GRAN
2 proceeded?
3    A     Well, after we got the information
4 back from this request, we followed up and
5 got additional information from Renco,
6 mostly through -- I think mostly through
7 Roger Fay.  There was another analyst,
8 Darren Huff, who was helping out with this
9 transaction and he was talking mostly to

10 Roger Fay.
11          And we were also gathering
12 information from Severstal, as well.
13    Q     Did you seek to negotiate
14 additional protections for the plans?
15    A     We did have a call with both Renco
16 and with Severstal through their counsel,
17 who I think might have been Proskauer
18 actually, to see if they could provide some
19 additional protections for the plans.
20          We did have some concern initially
21 about businesses that were going from
22 Severstal, which was very -- their public
23 financials, they're a very large company,
24 good credit ratings -- going to the Renco
25 Group which was smaller, not a public
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Page 46

1                 CHRISTOPHER GRAN
2      company.  Thought that the transfer would
3      maybe increase the risk because it was going
4      from Severstal to Renco.
5         Q     Were you able to negotiate any
6      additional protections for the plans?
7         A     We were not.  We were -- Renco sent
8      us a response later again with various
9      reasons why we shouldn't be concerned.

10               Severstal through Proskauer may
11      have also sent us letters.
12         Q     And ultimately PBGC decided to take
13      no action?
14         A     That's correct.
15             (Gran Exhibit 2, E-mail dated
16        Thursday, March 10, 2011,
17        9:44 p.m., PBGC-000040109, was
18        marked for Identification.)
19 BY MR. BOBROFF:
20         Q     Showing you what's been marked as
21      Gran Exhibit 2.
22               First, do you typically e-mail
23      yourself notes?
24         A     Yes.
25         Q     Okay.  So is that just kind of --

Page 48

1            CHRISTOPHER GRAN
2          Could you just quickly give me an
3 explanation of what long run loss is?
4    A     Well, this is referring to
5 4042(a)(4) of ERISA.  The term long run loss
6 is in that section of ERISA.  And there's,
7 you know, various -- that section of ERISA
8 talks about various reasons why they might
9 fall under doing an PBGC initiated

10 termination of a pension plan.
11          Long run loss is basically
12 suggesting that if we did not take action to
13 protect ourselves, that the potential for
14 additional loss on recoveries if the plan
15 was ever terminated, it would increase.
16          Now, 4042(a)(4) talks about
17 unreasonable increase.  So you could have an
18 increase in long run loss, but not go
19 forward to terminate a plan if you don't
20 think the increase is unreasonable.
21    Q     Do you recall writing these notes
22 to yourself?
23    A     No.
24    Q     If you look at the final paragraph,
25 "Overall we probably can't make a definitive

Page 47

1            CHRISTOPHER GRAN
2 so are you typing up your handwritten notes
3 or are you just typing yourself notes in
4 e-mails?
5    A     It's basically typing up various
6 thoughts about maybe things I should be
7 thinking about as a transaction proceeds.
8    Q     Do you take handwritten notes?
9    A     I do.

10    Q     Is it your practice to take them of
11 all meetings or only certain meetings?
12    A     I do mostly handwritten notes.
13    Q     Were you asked to collect your
14 handwritten notes related to RG Steel in
15 this case?
16    A     Yes.
17    Q     And you've turned them over to
18 counsel?
19    A     Yes.
20    Q     Thanks.
21          So back to Exhibit 2.  Subject
22 line -- this is an e-mail from yourself to
23 yourself on March 10, 2011.
24          Subject line:  "Difficulties with
25 arguing long run loss."

Page 49

1            CHRISTOPHER GRAN
2 argument for long run loss if the demand for
3 steel is currently growing, then there is a
4 market for opening up mills or expanding
5 capacity.  If the demand for steel shrinks
6 that could be a problem, but we can't
7 definitively say that is going to occur."
8          Do you see that?
9    A     Yes.

10    Q     What were you saying here?
11    A     These are my opinions only at the
12 time.  And I'm looking, at least at that
13 particular issue, I was looking at the issue
14 for the steel demands specifically.  And I
15 just made a comment about steel demand in
16 particular.
17    Q     But I don't understand what you
18 mean by "can't make a definitive argument
19 for long run loss"?
20    A     We were still gathering
21 information.  We were like nine days from
22 when the deal was announced, so this was a
23 preliminary statement I was making.
24    Q     Did your opinion change?
25    A     It turned out that -- I don't
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Page 194

1            CHRISTOPHER GRAN
2 prepared.
3    Q     Well, we'll come back to this in
4 a minute or a little later on, but the last
5 business day before the expiration of the
6 30 days was Friday, the 13th.
7          Were you prepared to terminate the
8 plans as of Friday, the 13th?
9    A     We did not terminate the plans on

10 that date.
11    Q     Were you prepared to terminate the
12 plans?
13    A     We had various documents drawn up
14 to prepare for it.  And my understanding is
15 that Dana was told by Ira and Ari Rennert
16 that no transaction was imminent.  So who
17 cares.
18    Q     So who cares?
19    A     What I'm saying, no transaction was
20 imminent, that is what they said on, I
21 believe it was that day.
22    Q     You were on that call?
23    A     No, I was not on that call.
24    Q     My question is a little different.
25          On Friday, the 13th, had you

Page 196

1            CHRISTOPHER GRAN
2    A     It typically is.  It typically is,
3 but there's been one or two cases where we
4 posted online.
5    Q     You would have had to have the
6 Notice of Determination signed by Director
7 Gotbaum, correct?
8    A     Correct.
9    Q     Do you know if Director Gotbaum was

10 in the office on Friday, the 13th?
11    A     I don't know.
12    Q     Who else could sign in his stead?
13    A     I think Vince could have done it in
14 his absence or whoever Josh delegated.
15    Q     Let's look at Page 4 of the memo.
16          In the final bulletpoint -- well,
17 at the top of that page it says, "Other
18 significant risks and issues related to the
19 operations of RG Steel include the
20 following."  And the final bulletpoint, it
21 says, "Renco says they will restart the
22 blast furnace when it receives an acceptable
23 financing commitment to improve liquidity,
24 hopefully within the next week."
25          Do you see that?

Page 195

1            CHRISTOPHER GRAN
2 drafted the Notice of Determination?
3    A     We thought we had drafted one, yes.
4    Q     You thought you drafted one.
5          Had they been signed by the
6 director?
7    A     I don't believe -- I don't recall
8 knowing if the director had signed it.
9    Q     Had you given CPAD three days' lead

10 time to alert the papers that you would be
11 filing a notice, maybe filing a notice?
12    A     We did not give them three days'
13 notice.
14    Q     So I think my question is a simple
15 one.  Could you have terminated the plans on
16 Friday, the 13th, were you prepared to do
17 so?
18    A     We would have to take another way
19 to post a notice, like online, for example.
20 We would have had to do something expedited
21 like that if we thought we needed to
22 terminate that day.
23    Q     I thought you testified earlier
24 that publication in the local papers was
25 a prerequisite to terminating plans?

Page 197

1            CHRISTOPHER GRAN
2    A     Sorry, I haven't picked it up.
3    Q     Sure.  The final bulletpoint --
4    A     I found it now.  The last three
5 lines?
6    Q     Yes.
7    A     Okay.
8    Q     So Renco is telling you they will
9 restart the blast furnace when they get

10 acceptable financing commitment to improve
11 liquidity, and they're hoping that will be
12 within the next week, right?
13    A     Yes.
14    Q     That was the information provided
15 to you by the company?
16    A     Yes.
17    Q     They were hoping to close
18 a transaction within the next week, right?
19          MR. MENKE:  Objection to the
20    form.
21    A     I don't know if they were going to
22 close it within the next week.  It says
23 "hopefully."
24    Q     Right.  They were hoping to?
25          MR. MENKE:  Object to the form
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Page 214

1            CHRISTOPHER GRAN
2          Do you see that?
3    A     Yes.
4    Q     What was Mr. Cann saying there?
5          MR. MENKE:  Objection to the
6    form.
7    A     First sentence, I think is pretty
8 easy to understand, that we want to discuss
9 all the guarantees possible.

10          The second sentence, I'm not aware
11 what Dana was specifically referring to.
12    Q     You knew at this time that a deal
13 could happen quickly and without notice to
14 the PBGC, correct?
15    A     We thought a deal could happen
16 fairly quickly.  We were trying to
17 understand exactly when Renco was going to
18 close on the transaction.  I don't believe
19 they gave us a specific date about that yet.
20    Q     They told you that they were
21 working on a deal.  They wanted to close it
22 within a week, correct?
23    A     I don't think -- I don't believe
24 they said "close within a week."
25          I think the financing close was

Page 216

1            CHRISTOPHER GRAN
2 from that call?
3    A     Yes.
4    Q     And so this was your first call
5 with the group, right?  You weren't on the
6 January 4th call, right?
7    A     Right, right.
8    Q     It starts out with minutes of the
9 meeting.

10          Do you see that?
11    A     Yes.
12    Q     And Dana says, "Closing not
13 imminent.  What about the window?"
14          Do you see that?
15    A     I think he was reiterating that --
16 well, I think maybe -- I'm not speculating,
17 but I'm thinking that maybe he's saying
18 something that Renco had told him.
19    Q     Do you recall how long the phone
20 call was?
21    A     No.
22    Q     Just by looking at your notes, it
23 looks like there's an enormous amount of
24 information flowing to the PBGC on this
25 call.

Page 215

1                 CHRISTOPHER GRAN
2      later.  It may have said a week or two
3      thereafter or something.  I can't remember
4      the exact language.
5         Q     And that was a call you were on
6      where that was said?
7         A     No.  That was the call where Jack
8      provided a summary.
9         Q     Do you recall participating on

10      a phone call, conference call with Renco,
11      attorneys from the PBGC and attorneys for
12      Renco on January 9, 2012?
13         A     I have a vague recollection of the
14      call.
15             (Gran Exhibit 21, Handwritten
16        notes, Bates Numbers PBGC-000051458
17        through PBGC-000051461, was marked
18        for Identification.)
19 BY MR. BOBROFF:
20         Q     Let me show you what's been marked
21      as Gran Exhibit 21.
22               Do you recognize these to be your
23      notes?
24         A     Yes.
25         Q     These are your handwritten notes

Page 217

1            CHRISTOPHER GRAN
2          Is that an accurate
3 characterization of the call?
4    A     There was quite a bit discussed,
5 certainly.
6    Q     Renco was being open and honest and
7 forthright with you, were they not?
8          MR. MENKE:  Objection to the
9    form.

10    A     We asked questions.  They gave us
11 information.  We wrote it down.  We had to
12 take it as fact for the call.
13    Q     You were doing your own analyses,
14 were you not?
15    A     I was looking at the analyses, and
16 I know that Dana was as well.
17    Q     You were checking the facts that
18 they were providing, were you not?
19    A     We were checking facts.
20          I think a lot of this -- there's
21 a good portion of this call I believe that
22 was -- there's a part where we -- we were
23 discussing projections.  And so it's
24 management's view of how they think the
25 company is going to do going forward, so I
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Page 218

1            CHRISTOPHER GRAN
2 think we had gotten some projections and we
3 were asking additional questions to fill in
4 the gaps.
5    Q     And they were providing answers,
6 right?
7    A     They were providing answers.
8    Q     And you fact-checked those answers
9 after the fact, right?

10    A     Well, we took the information they
11 gave and we helped use that information to
12 put what was mentioned in the TWG memo about
13 projections.
14          We may have gotten more information
15 later, but we were obviously gathering this
16 information to understand their projections
17 and to see what the downside risk was if
18 they didn't meet those projections.
19    Q     On this phone call, is it fair to
20 say that they were having an open and frank
21 discussion with you?
22          MR. MENKE:  Objection to the
23    form.
24          You can answer if you know.
25    A     They were providing their

Page 220

1            CHRISTOPHER GRAN
2 about the projections, given what the
3 company had recently done historically.  So
4 it's not dishonest, it's just they have
5 certain assumptions that we had doubts
6 about.
7    Q     Fair enough.
8          If you look at the second-to-last
9 page ending in 460.

10          It says at the bottom "Guarantee."
11          Is that Dana speaking?
12    A     Probably.  I don't know for sure.
13    Q     Below it, it says, "Ari, we are
14 considering it."
15          And then it looks likes there's
16 an attorney that says, "Clarify what you are
17 thinking what it would look like."
18          Do you see that?
19    A     Yes.
20    Q     So as of January 9th, PBGC had
21 not even communicated to Renco what a
22 guarantee would look like.
23          Is that accurate?
24    A     Up until this point, they didn't
25 know the details.

Page 219

1            CHRISTOPHER GRAN
2 information.  We were writing it down, and
3 we had no reason to believe that they were
4 not telling the truth.
5    Q     Okay.
6          You checked the projections later,
7 right, and you didn't -- were there any
8 instances where you said that something they
9 had provided to you, information they

10 provided to you on the phone was untruthful?
11    A     On this call was untruthful?
12    Q     Yes.  This was the only call you
13 participated on, correct?
14    A     Yes, I believe it was.
15          So during this call,
16 the information we were given, I didn't --
17 we didn't -- we had no reason to believe
18 that they were not telling the truth about
19 what they were providing.
20          We have to take what people say on
21 these calls and try to work with it.
22          The projections that I was
23 referring to is management's estimate of how
24 they will do going forward.
25          But, frankly, we were sceptical

Page 221

1            CHRISTOPHER GRAN
2    Q     And the first time that a guarantee
3 concept was mentioned was on the
4 January 4th call, correct?
5    A     I believe it was.
6    Q     Now it's five days later and PBGC
7 hasn't even provided an outline of what such
8 a guarantee would look like, correct?
9          MR. MENKE:  Objection to the

10    form.
11    A     We were provided information on
12 this call about what it would look like.
13    Q     You've negotiated over $200 million
14 in settlements, correct?
15    A     Yes.
16    Q     At any time between December 16th
17 when the Form 10 was filed and this call on
18 January 9th, did you ever say, guys, we
19 should really get the ball moving on
20 a guarantee?
21          MR. MENKE:  Objection to the
22    form.
23    A     I don't recall saying something
24 like that.
25    Q     Why not?
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Page 222

1            CHRISTOPHER GRAN
2    A     Because I felt we were moving at
3 an adequate pace.
4    Q     You felt you were moving at
5 an adequate pace?
6          You're 24 days into the 30-day
7 window under the Form 10 notice, and this is
8 the first time you're even outlining what
9 you might consider as a guarantee that

10 the PBGC would be comfortable with.
11          Is that right?
12    A     I discussed the guarantee earlier
13 and we gave them details now, but we
14 mentioned guarantee earlier, January 4th.
15    Q     You gave them details on the
16 January 9th call?
17    A     Did not give them details.
18          On this January 9th call, I think
19 Dana's talking here about what some of
20 the things would be, like guarantee from
21 Renco control group, probably five years.
22 That's kind of the headline of what we want
23 on the guarantee.
24    Q     Okay.
25          Had you negotiated guarantees

Page 224

1                 CHRISTOPHER GRAN
2      earlier, is what you are saying?
3         A     In a sense we could have done it
4      earlier, but I thought we were moving at
5      an adequate pace.
6         Q     The guarantee that you or
7      the outline of the guarantee that you
8      provided to Renco was an unconditional
9      guarantee of the unfunded benefit liability

10      on a termination basis for five years,
11      right?
12         A     I'd have to see the document to
13      confirm that.
14         Q     Okay.
15             (Gran Exhibit 22, E-mail
16        chain, top e-mail dated Monday,
17        January 9, 2012, 11:01 p.m., Bates
18        Number PBGC-000038621, with
19        attachment, was marked for
20        Identification.)
21 BY MR. BOBROFF:
22         Q     I'm going to show you what's been
23      marked as Gran Exhibit 22.
24               This is a January 9, 2012 e-mail
25      from John Grimaldi to you, Mr. Gran and Dana

Page 223

1            CHRISTOPHER GRAN
2 before?
3    A     Only with 4062E settlements.
4    Q     Do you recall seeing the outline of
5 the guarantee that went to Renco?
6    A     I believe I did see an outline.
7    Q     And we'll look at that in a moment,
8 but was it your expectation that Renco would
9 accept your proposal without further

10 negotiation?
11    A     I didn't know.  That's why we put
12 it across the table to him, through e-mail,
13 really.  But that's why we put it across to
14 them, we wanted to see what they think about
15 it.
16    Q     In hindsight, do you think you
17 should have done that earlier in the
18 process?
19          MR. MENKE:  Objection to the
20    form.
21    A     In hindsight, no, I don't think we
22 should have done it earlier.
23          If we could have, great, but we
24 didn't and I'm comfortable with that.
25    Q     You couldn't have done that

Page 225

1            CHRISTOPHER GRAN
2 Cann, cc to Ari Rennert, Roger Fay, Mike
3 Ryan, Gary Ford.  Subject:  "Response to
4 PBGC administrative Subpoena."
5          Do you recall receiving this
6 response to the administrative Subpoena
7 you'd sent on the Friday before?
8    A     Yeah, I recall getting this.
9    Q     What did you do with it when you

10 received it?
11    A     I looked over the information
12 contained in the response.
13    Q     Did you discuss it with anyone?
14    A     I may have.  I don't recall
15 specifics.
16    Q     And they provided you with what you
17 had asked for again, correct?
18    A     I didn't look over the Subpoena,
19 but ...
20    Q     Throughout this process, you asked
21 for information and Renco provided it to you
22 in a timely manner, correct?
23    A     I would say so.
24    Q     You can put that aside for a
25 moment.
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Page 274

1                 CHRISTOPHER GRAN
2      they need lead time to publish.
3         Q     Okay.
4               And that was the only assumption
5      you were operating under at the time, right?
6         A     I believe so.
7         Q     Did you make any -- strike that.
8               Did you make any arrangements for
9      some kind of alternative means of

10      publication?
11         A     We did not.
12             (Gran Exhibit 29, Handwritten
13        notes of a phone call, Bates
14        stamped PBGC-000051456, was marked
15        for Identification.)
16 BY MR. BOBROFF:
17         Q     I'm going to show you what's been
18      marked as Gran Exhibit 29.
19               This is handwritten notes of a
20      phone call.  One-page Bates stamped
21      PBGC-51456.
22               Is this your handwritten notes?
23         A     Yes.
24         Q     It says, "Call with Stephanie
25      Thomas" at the top.

Page 276

1            CHRISTOPHER GRAN
2          So it says, "Dana recounted
3 conversation with Ira and Ari."
4          And then it says, "No deal
5 imminent."
6          That's what Dana Cann said to you?
7    A     That's what he was saying to
8 Stephanie, and I was there.
9    Q     Okay.

10          Was this before or after you
11 received the e-mail that you were referring
12 to before telling you about the phone call?
13    A     The e-mail where the Rennerts said,
14 "No transaction was imminent"?
15    Q     The e-mail where Dana said that the
16 Rennerts told him that no transaction was
17 imminent.
18    A     Yeah, I mean, it's -- maybe it's
19 possible that we didn't get an e-mail right
20 after that call about that.  Maybe -- I
21 mean, I'm seeing here that maybe this is the
22 first time I heard about it.
23    Q     In the next bullet point -- so "no
24 deal is imminent."
25          Was that -- is this a quote from

Page 275

1            CHRISTOPHER GRAN
2          Do you see that?
3    A     Yes.
4    Q     Who was on this call?
5    A     Looks like Dana was on it and
6 Stephanie was on it and I was on it.
7    Q     Okay.  So --
8    A     And maybe somebody else, but I
9 can't tell from this.

10    Q     Can you tell from this if this is a
11 call between you and Stephanie Thomas alone
12 or if this is a call between you, Stephanie
13 Thomas, and Dana Cann?
14    A     I -- I think it's a call with
15 Stephanie and Dana.
16    Q     Okay.
17          You testified earlier that other
18 than the e-mail you got from Dana, you
19 didn't have any discussions with him about
20 the call with the Rennerts?
21    A     I didn't recall having discussions.
22    Q     So this would refresh your
23 recollection as to that conversation?
24    A     Yes.
25    Q     Okay.

Page 277

1            CHRISTOPHER GRAN
2 Dana?
3    A     This is -- this is a quote based on
4 what Ira and Ari Rennert were telling him.
5    Q     Okay.
6          But I'm asking were you quoting
7 word for word what Dana was saying to you on
8 the phone?
9    A     I'm paraphrasing what he was

10 telling Stephanie right then on the call.
11    Q     Okay.
12          So he says, "No deal is imminent."
13          And then it says, "No deal has
14 equity on the table?"
15          Do you see that?
16    A     Yes.
17    Q     What does that mean?
18    A     I put a question mark because after
19 I wrote it, I thought -- I wasn't sure if I
20 was getting it down properly.
21    Q     What does that mean?
22    A     It means that I may not have heard
23 him properly when I was writing it.  That's
24 why I put a question mark.  It didn't -- I
25 wasn't sure if I got it.
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Page 278

1            CHRISTOPHER GRAN
2    Q     Gotcha.
3          So he may not have said, "No deal
4 has equity on the table"?
5    A     He may -- I'm putting a question
6 mark there because -- I thought -- I thought
7 I was putting it because I wasn't sure what
8 he -- what he was saying there, but maybe
9 that's not why I put the question mark.

10    Q     Well, sitting here today, do you
11 have any recollection as to whether or not
12 Dana said on that call, "No deal has equity
13 on the table"?
14    A     I wrote it down and I thought that
15 was my -- I'm writing the notes as best as I
16 can on that call.
17    Q     Right.
18          But you put a question mark, right?
19    A     It's -- well, perhaps, it was that
20 all this time they were talking about equity
21 leaving the control group and maybe I was
22 baffled that they were saying something
23 different now.
24    Q     Right.
25          Because "no deal has equity on the

Page 280

1            CHRISTOPHER GRAN
2    can.
3    A     He's telling Ira and Ari on this
4 call -- or on the -- the call that he just
5 had that we -- that we got sign-offs for the
6 termination, that we're moving forward with
7 it, as he said, with John.
8          I assume that's -- he was saying
9 something similar to Ira and Ari.

10    Q     Okay.
11          And then -- then Dana tells you and
12 Stephanie Thomas that Ari and Ira said, "No
13 deal has equity on the table," and you were
14 baffled by that, right?
15          MR. MENKE:  Objection to the
16    form.
17    A     I wasn't -- I was confused that --
18 that after all these assurances that
19 ownership was leaving the control group,
20 that now Ari and Ira is saying that equity
21 is off the table.
22    Q     Did you ask Dana about that
23 comment?
24    A     I may have or I may have made a
25 statement to say, wow, they're changing

Page 279

1            CHRISTOPHER GRAN
2 table" makes absolutely no sense in -- in
3 the context of the situation that you were
4 involved in at the time, correct?
5    A     I think what it is is that Ira, in
6 the Form 10 advance, we got a notice that
7 the ownership would likely drop below
8 80 percent.
9          We got calls with Renco that said

10 that 39 to 49 percent of the equity would
11 come out of the control group, so all these
12 things have happened time after time after
13 time, they said equity is leaving the
14 control group and Renco's ownership of
15 RG Steel will drop below 80 percent.
16          And now Ari and Ira are saying
17 something different after all this.  After
18 we finally say that we could proceed with a
19 termination.
20    Q     Well, you told them all along you
21 could proceed with the termination, right?
22 In the very beginning.
23          MR. MENKE:  Objection to the
24    form.  Foundation.
25          You can answer the question, if you

Page 281

1            CHRISTOPHER GRAN
2 their -- they're changing their tune here
3 about equity.
4    Q     Or at least Dana is telling you
5 that they're changing their tune, right?
6    A     Yes.
7    Q     Did Dana say, you know, that
8 comment didn't make a lot of sense to me
9 either?

10    A     I don't recall him saying that.
11    Q     Did Stephanie Thomas say that?
12    A     I don't know if she did.
13    Q     But you were thinking that, right?
14    A     I was amazed that equity was off
15 the table after all this time that equity
16 was on the table.
17    Q     Okay.
18          But you were amazed that Dana Cann
19 was telling you that Ira and Ari were
20 telling him that, correct?
21          MR. MENKE:  Objection to the
22    form.
23    A     He said that no deal has equity on
24 the table and I believed him.
25    Q     You put a question mark?
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Page 282

1            CHRISTOPHER GRAN
2    A     I put a question mark that I
3 couldn't believe Ira and Ari were telling
4 him that.
5    Q     Right.  Okay.  Fair enough.
6          Then it says, "Dana offered
7 standstill.  They okayed this.  We'll send
8 shortly."
9          Do you see that?

10    A     Yes.
11    Q     Okay.
12          Is this word for word what Dana
13 said to you or is this you paraphrasing?
14    A     It's probably paraphrasing.
15    Q     Okay.
16    A     And, in fact, it's probably him
17 explaining to Stephanie what he did.
18    Q     And what did he explain to
19 Stephanie?
20    A     Saying that he offered a
21 standstill, like a standstill agreement.
22 They okayed this basically saying they were
23 amenable to it.
24    Q     Is it your understanding -- strike
25 that.

Page 284

1            CHRISTOPHER GRAN
2    Q     Okay.
3          Do you know what Dana Cann
4 testified to about that statement?
5    A     I do not know.
6    Q     Okay.
7          All you know is that he told you
8 that he offered a standstill and Ari and Ira
9 said that they were amenable to that.

10    A     He put that in the e-mail,
11 so that's what -- he put it in the e-mail.
12 He said that in the e-mail.
13    Q     You have no reason to doubt the
14 truth of that statement, do you?
15    A     I don't doubt -- I don't doubt the
16 truth of that statement.
17    Q     So you believe that Ari and Ira
18 said on that call that they were okay with
19 entering into a standstill?
20    A     I don't know the exact -- it says
21 it's amenable to a standstill agreement, so
22 I think they like the idea or acted like
23 they were okay with the idea.
24          And so Dana -- we provided them a
25 standstill agreement later in the day to

Page 283

1            CHRISTOPHER GRAN
2          Is it your understanding that the
3 Rennerts said they were amenable to a
4 standstill agreement?
5    A     That's what Dana put in the e-mail.
6    Q     Okay.
7          Did you ask him about that ever?
8    A     I don't recall asking him about it.
9    Q     If Dana were to say that they said,

10 "okay, send it over," would that be
11 consistent with what you heard from Dana on
12 this call or no?
13          MR. MENKE:  Objection to the
14    form.
15    A     I don't know the exact dialogue of
16 what was said on the call.  He was obviously
17 paraphrasing to Stephanie about what he had
18 heard from Ira and Ari.
19    Q     Okay.
20          But Dana was leaving you with the
21 impression that Ari and Ira Rennert had --
22 had said okay to entering into a standstill
23 agreement, correct?
24    A     They were okay to -- they were okay
25 to a standstill agreement.

Page 285

1            CHRISTOPHER GRAN
2 review.
3    Q     And this is just purely secondhand
4 you were getting from Dana Cann, correct?
5    A     I was not part of the conversation
6 with Ari and Ira, which I think I covered.
7    Q     I think you have.
8          You said you looked at the
9 standstill before it went out?

10    A     Yes.
11    Q     Do you understand the economic
12 affect of the standstill was the same as the
13 guarantee?
14          MR. MENKE:  Objection to the
15    form.  Foundation.
16    A     I don't recall specifically that
17 they were exactly the same.
18    Q     Okay.
19          The standstill agreement that you
20 sent to the Rennerts -- well, why don't we
21 look at it.
22        (Gran Exhibit 30, E-mail
23   chain, top e-mail dated Friday,
24   January 13, 2012, 8:42 p.m,
25   PBGC-000050694 with attachment,
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3 SOUTHERN DISTRICT OF NEW YORK

4 ------------------------------x

5 PENSION BENEFIT GUARANTY

6 CORPORATION,

7                Plaintiffs,

8            v.                1:13-cv-0621 RJS

9

10 THE RENCO GROUP, INC., et al.,

11                Defendants.

12 ------------------------------x

13

14               DEPOSITION OF ARI RENNERT

15                 New York, New York

16                  November 25, 2013
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18

19 Reported by:

20 MARY F. BOWMAN, RPR, CRR

21 JOB NO.: 67706
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Page 62

1                  A. Rennert
2      A.    That's probably fair to say.
3      Q.    I would like to specifically direct
4  your attention to item number 3, and I would
5  ask you to, rather than skim that, read that
6  in some detail and tell me if that paragraph
7  accurately reflects a portion of the
8  conversation on or about January 4.
9            MR. PERRA:  Objection to form.

10      A.    I am sorry, if you don't mind
11  repeating the question.
12      Q.    I guess I asked you to read
13  carefully paragraph 3 and asked you if it is
14  your recollection that -- excuse me, strike
15  that -- and asked you if that writing
16  accurately reflects your recollection of a
17  portion of the phone call that occurred with
18  PBGC.
19            MR. PERRA:  The entire paragraph?
20            MR. MENKE:  Yeah.  Yes.  The entire
21      paragraph.  We may go sentence by
22      sentence here in a minute, but --
23            MR. PERRA:  I mean look, it is your
24      deposition, you will do what you want.
25      But I think that being specific about
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1                  A. Rennert
2  paragraph, first sentence?
3      A.    I do recall that, yeah.
4      Q.    Who were the two different
5  investors that you were referring to?
6      A.    Elliott and Cerberus.
7      Q.    Do you recall at this time
8  identifying them to PBGC or not?
9      A.    I don't recall.

10      Q.    And do you recall saying that in
11  addition to the subordinated secured debt
12  obligation, "the investors will require that
13  they receive equity in RG that ranges from
14  39 percent to 49 percent"?  Do you recall
15  saying that?
16      A.    I recall saying -- I don't know if
17  I said that exactly.
18      Q.    Do you recall saying that
19  generally?
20      A.    I recall saying that the investors
21  required, in addition to the subordinated
22  debt, significant ownership interest in
23  RG Steel, yes.
24      Q.    You don't recall mentioning the
25  specific percentages?
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1                  A. Rennert
2      what you are asking about and what you
3      are getting an answer to, it would be
4      helpful to talk about particular items,
5      because there is a bunch of items cooked
6      into paragraph 3.
7            MR. MENKE:  That's correct.
8      Q.    Well, why don't we take your
9  counsel's suggestion then and do that.

10      A.    OK.
11      Q.    Do you recall you or any of the
12  other participants on the call who were
13  representing Renco stating that Renco was
14  not -- unwilling to contribute additional
15  cash to RG unless it partners with another
16  cash investor?  Do you recall saying that?
17      A.    I do not recall saying that.
18      Q.    Do you recall whether Mr. Grimaldi,
19  Mr. Fay or Mr. Levine said that?
20      A.    I do not recall.  No.
21      Q.    Do you recall saying that Renco was
22  currently negotiating with two different
23  investors who may invest as much as
24  125 million dollars in subordinated secured
25  debt, which is the second half of that first

Page 65

1                  A. Rennert
2      A.    I do not, no.
3      Q.    Do you have any reason to believe
4  that you did not mention the percentages?
5            MR. PERRA:  Objection to form.
6      A.    I'd be speculating.
7      Q.    Were those percentages of ownership
8  consistent with your understanding of the
9  transactions that were under discussion at

10  the time?
11      A.    I'm not sure.
12      Q.    The next sentence says, "The
13  transaction could be struck next week, ending
14  January 13, 2012, with a financial close
15  within a week or two."
16            Do you remember saying that?
17      A.    I do not.
18      Q.    Do you recall whether anyone else
19  at the meeting said that?
20      A.    I do not, no.
21      Q.    Was this consistent at the time
22  with your understanding about the speed with
23  which the transaction could occur?
24      A.    I would say so.  I mean, it is not
25  inconsistent, no.
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Page 82

1                  A. Rennert
2      Q.    What were you -- do you know what
3  RG Steel or Renco was referring to by "part
4  common interest" in that answer?
5            MR. PERRA:  Objection to form.
6      A.    I think so.
7      Q.    Can you tell me what your
8  understanding of that phrase is?
9      A.    That in addition to the term loan,

10  that the capital will be -- will include an
11  ownership interest in the company, for the
12  new capital.
13      Q.    Do you know what form that
14  ownership interest was going to take?
15      A.    No.  I don't recall.
16      Q.    I will show you another document,
17  Mr. Rennert, marked Ari Exhibit 10.
18            (Exhibit 10, document with first
19      page Bates stamped RENGRP 2833 marked for
20      identification, as of this date.)
21      Q.    This is also an e-mail, or this
22  document is an e-mail from Mr. James Reitzig
23  to you, also dated January 4, 2012.
24            Do you recall having seen this
25  e-mail before?
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1                  A. Rennert
2      A.    Yes.
3      Q.    Does this e-mail describe some of
4  the proposal or the general nature of the
5  proposal?
6            MR. PERRA:  Objection to form.
7      A.    This e-mail is pretty specific.
8  But I recall being informed of the general
9  nature of what Elliott had in mind.

10      Q.    Is this e-mail consistent with your
11  recollection of the general nature of what
12  Elliott had in mind?
13            MR. PERRA:  Objection to form.
14      A.    My recollection of what Elliott had
15  in mind was -- and I don't recall the exact
16  dollar amount, but it was significant, and
17  that they wanted a second lien on the assets
18  in the form of a term loan, and they wanted
19  significant ownership in the company.  I just
20  don't recall the --
21      Q.    Do you recall being informed that
22  they would require three weeks for diligence,
23  as this e-mail reflects?
24      A.    I don't recall the specific amount
25  of time that they required, but I know that
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1                  A. Rennert
2      A.    I don't recall, no.
3      Q.    The e-mail states that "David
4  Miller just called with a proposal."  Do --
5  oh, I should say the subject is "David Miller
6  at Elliott."  Is Miller -- do you know who
7  Mr. Miller is?
8      A.    I do, yes.
9      Q.    And who is he?

10      A.    I don't recall his title or
11  position, but he works at Elliott.
12      Q.    Is he the person that -- your
13  contact at Elliott to discuss their proposed
14  transaction?
15      A.    I am sorry, can you say that again.
16      Q.    Was he the contact person at
17  Elliott that Renco contacted to discuss the
18  transaction that was proposed?
19      A.    I don't think Renco ever contacted
20  Elliott.  But he was the point person at
21  Elliott.
22      Q.    OK.  You say you don't recall
23  seeing this e-mail.  Do you recall being
24  informed that Mr. Miller, from Elliott, had
25  made a proposal?
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1                  A. Rennert
2  they wanted to do due diligence.
3      Q.    This point in time, did -- on
4  January 4, 2012, was it your understanding
5  that RG Steel needed the financing to occur
6  before three weeks -- before the end of three
7  weeks from that point?
8      A.    I am sorry, could you repeat the
9  question.

10      Q.    Was it your understanding that as
11  of January 4, 2012, that RG Steel needed the
12  financing to occur sooner than three weeks?
13      A.    I'm not sure.
14      Q.    The e-mail also reflects that
15  "they," meaning Elliott, "will require a
16  first on noncurrent assets."
17            Do you see that?
18      A.    I do see that.
19      Q.    Do you recall that as being part of
20  the Elliott proposal?
21      A.    I do not.
22      Q.    Was that available to provide to
23  them, a first on noncurrent assets?
24      A.    I'm not sure.
25      Q.    Do you recall whether Elliott --
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Page 150

1                  A. Rennert
2      Q.    A copy of a document, an e-mail
3  that Roger Fay wrote on Tuesday, January
4  10th, at 4:25 p.m.  Do you see that?
5      A.    Yes.
6      Q.    Do you recall receiving this
7  e-mail?
8      A.    I recall the contents of this
9  e-mail.  I don't recall specifically

10  receiving this e-mail.
11      Q.    Do you know what he means when he
12  says that, what he refers to as "the needs
13  from the lenders"?
14      A.    I think I know what he means, yes.
15      Q.    Can you tell me what you think he
16  means?
17      A.    I think he is saying that this is
18  what RG Steel would be asking from the
19  lending group.
20      Q.    And these things that they were
21  asking for from the lending group, were they
22  required in order for the Cerberus RG Steel
23  transaction to go forward?
24      A.    I don't know if they were
25  specifically required, no.  I don't know.
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1                  A. Rennert
2  e-mail with this specific set of requests,
3  I'm not sure if I was on that call with Wells
4  Fargo.
5      Q.    The calls in which you participated
6  with the lending, do you recall the topics
7  that were discussed?
8      A.    I recall some topics.
9      Q.    What were they?

10      A.    RG Steel needs money.  RG Steel
11  needs funding, you know, for this, needs to
12  pay this vendor, needs to make -- pay this
13  for payroll.  Those types of conversations
14  were occurring pretty regularly with the
15  lending group.  I think I participated on
16  some of the calls.
17      Q.    Do you remember any other topics?
18      A.    How far back are you -- do you want
19  to go with --
20      Q.    I'm talking about the January time
21  frame.
22            MR. PERRA:  Are you asking about
23      with respect to the proposed transaction
24      with Cerberus, or are you -- is your
25      question more broad than that?
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1                  A. Rennert
2      Q.    Were they something that RG Steel
3  wanted?
4            MR. PERRA:  Objection to form.
5      A.    These are items -- again, I don't
6  recall the specific items, but I recall
7  the -- I recall an ask being made of the
8  lending group.
9      Q.    Do you recall participating in any

10  discussions with the lending group or
11  negotiations with the lending group over
12  these items?
13      A.    I recall, I recall some
14  conversations with the lending group.
15      Q.    Did those conversations involve
16  these items or others?
17            MR. PERRA:  Objection to form.
18      A.    I think the conversations would
19  include some of these.  I don't know if they
20  would have included all of them.
21      Q.    Were these conversations that you
22  took part in or just heard about?
23      A.    There were many conversations with
24  the lending group.  I might have participated
25  in a few of them.  As far as this specific
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1              A. Rennert
2        MR. MENKE:  At the moment, it's
3  broader than that.
4        MR. PERRA:  OK.
5        MR. MENKE:  I would note he has
6  testified that he recalls being in some
7  conversations and recalls some of the
8  topics, and I'm trying to get an
9  understanding of the full range of topics

10  that he recalls.
11        MR. PERRA:  Just for clarity, I
12  think those go all the way back to the
13  time when they borrowed money.
14        MR. MENKE:  OK.
15        MR. PERRA:  In the first instance
16  to buy the properties.
17        MR. MENKE:  Back to March?
18        MR. PERRA:  Yeah.  I think
19  that's --
20        MR. MENKE:  Well, right now,
21  obviously, I'm interested in
22  conversations that were going on in the
23  first three weeks of January, 2012, if he
24  can separate out those conversations from
25  the universe.
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Page 158

1                  A. Rennert
2  working on this were Cadwalader, I believe
3  you previously testified?
4      A.    That's right.
5      Q.    Did you ever issue any instructions
6  to Cadwalader to start drafting documents?
7      A.    Myself personally?
8      Q.    Yes.
9      A.    I don't think so.

10      Q.    Did you ever offer -- did you ever
11  make any instructions personally to lawyers
12  at Cadwalader about the speed in which they
13  should be drafting documents?
14      A.    So personally I don't recall ever
15  instructing Cadwalader to draft documents.
16      Q.    Do you recall anyone from Renco
17  instructing Cadwalader to draft documents?
18      A.    I don't recall specifically.
19      Q.    Do you recall anyone from
20  Cadwalader saying or making instructions to
21  Cadwalader about the speed at which documents
22  had to be drafted?
23      A.    I'm sorry, do I recall Cadwalader?
24      Q.    Do you recall anyone from Renco
25  making instructions to Cadwalader about the
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1                  A. Rennert
2            MR. PERRA:  You are tied up in a
3      knot here.
4      Q.    Let's try it again.
5            MR. PERRA:  I don't want there to
6      be lack of clarity on this point.
7      Q.    Did you tell, you personally, tell
8  anybody at PBGC at any point in time prior to
9  the 17th of January that Cadwalader and

10  Schulte Roth were drafting documents for a
11  Cerberus transaction?
12      A.    I do not recall.
13      Q.    Mr. Rennert, I show you a document
14  marked Ari Exhibit 25.
15            (Exhibit 25, document with first
16      page Bates stamped RENGRP 5676 marked for
17      identification, as of this date.)
18      Q.    For the record, it's an e-mail from
19  Mr. James Reitzig to Donald MacKenzie and
20  yourself with a copy to Andrea Kindorf and
21  Kenneth Latz, both of whom appear to be
22  Conway MacKenzie people, subject, "Re: status
23  of due diligence."
24            You see that e-mail, right?
25      A.    Yes.
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1                  A. Rennert
2  speed at which documents needed to be
3  drafted?
4      A.    I do not.
5      Q.    On January 10 or anytime
6  thereafter, did you ever tell anyone from
7  PBGC that documents were being drafted for
8  this transaction?
9      A.    Did I tell the PBGC in January --

10  when?
11      Q.    At any point in time that documents
12  were being drafted for the transaction with
13  Cerberus?
14      A.    I don't recall.
15      Q.    You don't recall telling them or --
16      A.    I don't recall telling them.
17      Q.    Do you recall that you did not tell
18  them?
19      A.    I don't recall --
20            MR. PERRA:  How many double
21      negatives do you want to get here?
22      A.    My grammar is not that good.  I
23  don't recall not telling them.
24      Q.    OK.
25      A.    Not --
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1                  A. Rennert
2      Q.    Do you recall seeing this e-mail at
3  the time?
4      A.    So this e-mail is on January 11,
5  2012?
6      Q.    Yes.  If my recollection of dates
7  is correct, that would have been Wednesday at
8  quarter to 9 in the evening.
9      A.    I am sorry, you are referring to

10  the top e-mail or the bottom e-mail?
11      Q.    I'm talking about the top one right
12  now.
13      A.    OK.
14            MR. MENKE:  For the record,
15      Counsel, do you know if this is one of
16      those e-mails that has been impacted by
17      the timing issue?
18            MR. BOBROFF:  It may very well be.
19      I don't know.
20      Q.    It is entirely possible that this
21  e-mail was at 3:47 in the afternoon rather
22  than 8:47 in the evening.
23      A.    I am sorry, what time?
24      Q.    It may have been at 3:47 p.m.
25  rather than 8:47 p.m.
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Page 182

1                  A. Rennert
2            Did you hear from Mr. Grimaldi in
3  the morning of Friday the 13th, that he had
4  had a telephone conversation with Mr. Cann?
5      A.    I did hear from Mr. Grimaldi that
6  he spoke to Mr. Cann.  Yes.
7      Q.    Do you recall what Mr. Grimaldi
8  told you about that conversation?
9      A.    Broadly, yes.

10      Q.    What did he tell you broadly about
11  that conversation?
12      A.    He said that Mr. Cann said that he
13  was going to terminate the plans, and he
14  asked, he asked a couple of questions of John
15  that John couldn't answer.
16      Q.    Were you aware, before this
17  conversation with Mr. Grimaldi, that PBGC was
18  moving to terminate the RG Steel pension
19  plans?
20            MR. PERRA:  Objection to form.
21      A.    I was not aware that the PBGC was
22  terminating the plans.
23      Q.    Were you aware that they were
24  considering whether to do that or not?
25      A.    I knew, what I knew was based on
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1                  A. Rennert
2  Mr. Grimaldi in the morning of January 13,
3  you had not discussed PBGC's plans to
4  terminate the pension plan with anyone from
5  PBGC, is that correct?
6      A.    You know, we had -- I don't recall
7  exactly when the calls with the PBGC were.
8      Q.    Right.
9      A.    During that week that you just

10  described, I think there was a call with the
11  PBGC.  I don't recall if we talked about
12  termination on that, on those earlier calls.
13      Q.    OK.  What did you do after your
14  conversation on Friday the 13th with
15  Mr. Grimaldi?
16            MR. PERRA:  Objection to form.
17      A.    I'm not sure exactly what I did
18  after John informed us of his call with
19  Mr. Cann.
20      Q.    When he informed you, did he --
21  were you alone in the room or were you with
22  your father?
23      A.    I'm not sure.
24      Q.    Do you recall going to report to
25  your father that this call had occurred?
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1                  A. Rennert
2  their correspondence to me which, as we saw
3  in some previous letters, indicated
4  consideration of termination.
5      Q.    Are you referring to -- if you turn
6  back to Exhibit 17 briefly, is that the
7  correspondence you just referred to in your
8  answer?  And in particular, I'm referring to
9  the letter dated July 6, 2012.

10            MR. PERRA:  Is that Bates stamped
11      37308?
12            MR. MENKE:  That's correct.
13      A.    It says here in that letter of
14  January 6, "Failing such protection, PBGC is
15  prepared to initiate termination of the
16  plans."
17      Q.    Is that the -- this is the
18  correspondence that you were referring to, is
19  that correct?
20            MR. PERRA:  Objection to form.
21      A.    When I made my statement, I was
22  referring to what we had previously reviewed
23  and this is what we previously reviewed, yes.
24      Q.    Between the receipt of this letter
25  on January 6 and your conversation with
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1                  A. Rennert
2            MR. PERRA:  Objection to form.
3      A.    I don't recall.
4      Q.    Did you and your father
5  subsequently call Mr. Cann back?
6      A.    Yes, we did.
7      Q.    Do you know what time of day that
8  was?
9      A.    Not exactly, no.

10      Q.    Morning, afternoon?
11      A.    I believe it was in the morning.
12      Q.    Do you have any recollection of
13  this phone call?
14      A.    I do, yes.
15      Q.    Well, let's work our way through
16  it.  Do you recall who spoke first?
17      A.    I believe Dana did.
18      Q.    And do you know what he said?
19      A.    Yes.
20      Q.    And what was that?
21      A.    I believe he thanked us for calling
22  him.  He said that PBGC was going to
23  terminate the plans.  He had some
24  questions -- he spoke with John -- he would
25  like to have answered.  And he started, and
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Page 186

1                  A. Rennert
2  he asked what the status of the transactions
3  was.
4      Q.    And that was your best recollection
5  all that he said first?
6      A.    Yes.
7            MR. PERRA:  Objection to form.
8      A.    That's what I recall him saying.
9      Q.    OK.  Who spoke next?

10      A.    I think I did.
11      Q.    What did you say?
12      A.    It could have been my father.  We
13  were sort of speaking together a little bit.
14      Q.    OK.
15      A.    I tried to answer Dana's question.
16  I said that no transaction was about to
17  happen, that a transaction was dead.  And
18  then I think my father went into the
19  fragility of the situation at RG Steel, the
20  blast furnace at Sparrow's Point, the
21  funding, vendors.  That was the --
22      Q.    Do you recall your father saying
23  that PBGC should not go forward and terminate
24  the plans?
25      A.    I do not.
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1                  A. Rennert
2      Q.    Yes.
3      A.    No.
4      Q.    No deal was imminent, what did that
5  mean to you?
6            MR. PERRA:  Objection.
7      Q.    Perhaps I had that -- I'm
8  misquoting what you just testified to.
9  Forgive me.

10            MR. PERRA:  This is from the
11      e-mail.
12      Q.    When you said that no transaction
13  was about to happen, what did you mean?
14      A.    That we weren't going to close a
15  deal that day.
16      Q.    OK, after you said this, was there
17  any further discussion?
18      A.    So at some point, Dana, Dana
19  brought up the topic of a stand-still
20  agreement.  He asked us if -- I think his
21  words were would you consider a stand-still
22  agreement and my father responded and he said
23  send us over what you have in mind, we will
24  take a look.  And then I think Dana said that
25  he would talk to his attorney, attorneys, and
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1                  A. Rennert
2      Q.    You said that no transaction was
3  about to happen, that a transaction was dead.
4  What transaction were you talking about?
5      A.    I was talking about Elliott.
6      Q.    It was the Elliott transaction.
7  Did you mention the Cerberus transaction at
8  all?
9      A.    In the call, we weren't specific as

10  to the names.  We didn't say Cerberus.  We
11  didn't say Elliott.  But I said, you know, no
12  transaction was about to happen, and in my
13  mind, I was talking about Cerberus.
14      Q.    In your mind -- I thought you said
15  that that's with -- no transaction is about
16  to happen, you were talking about Cerberus,
17  and when you were talking about a transaction
18  is dead, you were talking about Elliott?
19      A.    That's right.
20      Q.    Did you tell Dana that Elliott is
21  going to compete and that they had hired
22  McKinsey for due diligence, did you tell him
23  that?
24            MR. PERRA:  Objection to form.
25      A.    On this call on Friday?
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1                  A. Rennert
2  we would see something later in the day.
3      Q.    Was there any further discussion
4  that you recall?
5      A.    I think that was it.
6      Q.    Do you recall any discussion about
7  restarting Sparrow's Point?
8      A.    Not specifically.  I don't recall
9  it specifically.  I recall conversation about

10  Sparrow's Point, but not specifically
11  restarting Sparrow's Point.  Just not
12  specifically restarting the blast furnace.
13      Q.    Did you say, you or your father say
14  that it would require 6 million dollars to be
15  funded by Renco or by the banks?  Do you
16  recall that comment?
17      A.    I don't recall that comment.
18      Q.    Do you recall a comment to the
19  effect that no deal that Renco was talking
20  about now had equity on the table?
21      A.    I do not recall that.
22      Q.    Do you recall any discussion about
23  equity in the phone conversation?
24      A.    I do not, no.
25            MR. PERRA:  Is that something
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Page 194

1                  A. Rennert
2      A.    I recall that there was a call and
3  that that both sides were very unhappy on
4  that call and I recall that the topic was the
5  capital call.  I don't -- I don't know if it
6  was -- I don't know if it was the only topic,
7  but it was a major issue separating the
8  parties.
9      Q.    Do you recall after this

10  conversation that the -- your understanding
11  that the deal had stopped, people had stopped
12  working?
13            MR. PERRA:  Objection, form.
14      A.    I recall that Cerberus had
15  instructed -- I recall hearing that Cerberus
16  had instructed its people to stop working.
17      Q.    Do you recall who you heard that
18  from?
19      A.    I'm not sure who delivered that
20  message to me.
21      Q.    At this point, I direct your
22  attention to a top e-mail in this chain which
23  is an e-mail from Daniel Wolf to Steven
24  Mayer, David Glen, Alex Benjamin, Tarek
25  Ajouz, Brett Crandall, again, a group of
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1                  A. Rennert
2            (Exhibit 31, document first page
3      Bates stamped PBGC 39591 marked for
4      identification, as of this date.)
5      Q.    Do you recall receiving this e-mail
6  on the afternoon of Friday January 13?
7      A.    Yes.
8      Q.    Is this the stand-still agreement
9  draft that Mr. Cann said he would send to you

10  in your phone call with him that morning?
11      A.    I believe it is.
12      Q.    What did you do with this document
13  when you received it?
14            MR. PERRA:  Objection to form.
15      A.    I believe I -- I believe I sent it
16  to counsel.
17      Q.    Did you review it?
18      A.    I believe -- I don't know when I
19  reviewed it, but I believe I reviewed it with
20  counsel.
21      Q.    Let me show you Ari Exhibit 32,
22  Mr. Rennert.
23      A.    OK.
24            (Exhibit 32, document first page
25      Bates stamped PBGC 39203 marked for
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1                  A. Rennert
2  Cerberus folks.  The e-mail is short.  I can
3  read it into the record.
4            It says, "I simply placed a call to
5  Ari to tell him where we" -- I assume he
6  means where we were, "and leave it open that
7  if they were to back off this litany of
8  points on the capital call and guarantee, we
9  would reconsider."

10            Do you recall having that telephone
11  call with Mr. Wolf?
12      A.    I recall a call -- a meeting being
13  set up at some point on that Friday for
14  Saturday night for the parties to further
15  negotiate.  But I don't, I don't recall this
16  specific call that Dan Wolf is referencing.
17      Q.    Do you recall whether or not it was
18  Mr. Wolf that told you the -- that they
19  had -- that Cerberus had instructed their
20  people to quit working?
21      A.    Again, I don't recall who I
22  received that message from.
23      Q.    Mr. Rennert, I am showing you a
24  document that I have marked as Rennert
25  Exhibit 31.

Page 197

1                  A. Rennert
2      identification, as of this date.)
3      Q.    Is that the response you sent back
4  to Mr. Cann after you received the
5  stand-still agreement?
6      A.    I think so.
7      Q.    What did you mean when you said --
8  I can understand the part, "I will send to
9  our attorneys."  That part I get.  But what

10  does "revert back to you" mean?
11      A.    To me, revert is like another word
12  for to come back.
13      Q.    And did you?
14      A.    Well, we had further communication
15  with Dana, I believe, after the transaction
16  closed.
17      Q.    But no further communication about
18  the stand-still agreement, is that right?
19      A.    I don't believe there was any
20  further communication on the stand-still
21  agreement.
22            (Exhibit 33, document first page
23      Bates stamped RENGRP 13353 marked for
24      identification, as of this date.)
25      Q.    I have handed you a document we
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Page 198

1                  A. Rennert
2  have marked as Ari Exhibit 33, which is an
3  e-mail from Dan Wolf to you, attaching a
4  letter.  Did you recall having seen this
5  before?
6      A.    I do, yes.
7      Q.    What is this letter?  Can you
8  describe this letter for the record?
9      A.    This is a letter from Dan Wolf to

10  my father scheduling, confirming a meeting at
11  7 o'clock -- 7 o'clock Saturday night.
12      Q.    Is that the meeting you previously
13  testified about you held with the Cerberus
14  folks to negotiate the open points on the
15  transaction that was being contemplated by
16  the parties?
17      A.    I was referring to a meeting
18  Saturday night between Cerberus and my father
19  and myself to revive the transaction.
20      Q.    Is that -- is it this meeting
21  that's referred to in the letter as part of
22  Exhibit 33?
23      A.    Yes.
24      Q.    Did that meeting occur?
25      A.    Yes, it did.

Page 200

1                  A. Rennert
2  significant gap between us and Cerberus in
3  regard to the capital call agreement and in
4  regard to the liquidation, the liquidation
5  guarantee and the pledge agreements.
6      Q.    Are those issues that we previously
7  saw raised in Mr. Wolf's e-mail from earlier
8  that week, the 12th and the 13th?
9            MR. PERRA:  Objection to form.

10      A.    So, you know, there were -- are a
11  handful of big issues and I don't recall
12  exactly what issues we were talking about
13  earlier.
14      Q.    But what you are saying -- so
15  you're saying that during the discussion on
16  Saturday, those big issues were resolved.  Do
17  you recall how they were resolved?
18      A.    Not exactly, other to -- other than
19  to recall that there was some sort of
20  compromise by the parties.
21      Q.    And at the end of that meeting,
22  your sense was that the parties had
23  sufficiently compromised on those issues that
24  it was likely that the deal would go forward?
25            MR. PERRA:  Objection to form.

Page 199

1                  A. Rennert
2      Q.    Was the transaction revived?
3      A.    Was the transaction revived?
4  Revived?  It appeared that way after the
5  meeting.  On the Saturday night.
6      Q.    Why do you say it appeared that
7  way?
8      A.    Because in my experience, you don't
9  have a deal until you have a deal.

10      Q.    OK, but you said that it appeared
11  that the deal had been revived.  What do you
12  mean by that?
13      A.    Well, on Friday, Cerberus had
14  communicated that they weren't going to do
15  any more work and the issues between the
16  parties were too significant.  And we had a
17  meeting Saturday night.  And after that
18  meeting, where we really just addressed the
19  large issues, it seems like, it seemed like
20  the large issues -- that there was a meeting
21  of the minds on the large issues and Cerberus
22  was willing to continue working towards a
23  transaction.
24      Q.    What were those large issues?
25      A.    So what I recall is there was a

Page 201

1                  A. Rennert
2      A.    What my impression was, if that's
3  what you were asking me --
4      Q.    That's what I was asking.
5      A.    Was that at the end of that
6  meeting, we had resolved, in large measure,
7  the big issues that -- the big open issues of
8  the Friday that had caused Cerberus to walk
9  from the deal.

10      Q.    So it was your understanding that
11  Cerberus was no longer walking, that they
12  were back --
13      A.    It was my understanding that they
14  were going to work and try to make a deal
15  happen.
16      Q.    And did they?
17      A.    They worked and we closed a
18  transaction on I think it was the 17th, like
19  we said earlier.
20      Q.    Did you call Mr. Cann back on that
21  weekend to tell him that the big issues
22  between Cerberus and you had been resolved
23  and you were working to close on the 17th?
24      A.    I did not call Mr. Cann back and --
25  I didn't call Mr. Cann over the weekend, and
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1                  A. Rennert
2  to Mr. Cann?
3      A.    I do not, no.
4      Q.    Do you know what the meeting was
5  that you were attending on the morning of
6  January 17?
7      A.    I do not, no.
8      Q.    Was it, in fact, the closing of the
9  transaction between Renco and Cerberus?

10      A.    I don't believe so.
11      Q.    Did you attend the closing of that
12  transaction?
13            MR. PERRA:  Objection to form.
14      A.    I'm not sure if there was actually
15  a closing.
16      Q.    The transaction closed that
17  morning, didn't it?
18      A.    The transaction closed on the 17th.
19  I'm not sure exactly when on the 17th.
20      Q.    Do you see the next e-mail up says,
21  a message from Mr. Cann to you, it says, "I'm
22  available at 2.  Shall I dial your office?"
23  Do you see that?
24      A.    Yes, I do.
25      Q.    And you responded, "Yes."  Oh.

Page 208

1                  A. Rennert
2  conversation you recall?
3      A.    I recall Mr. Cann asking us where
4  we were and I then explained to Mr. Cann that
5  we had closed a transaction with Cerberus.
6  And I remember Mr. Cann being pretty unhappy.
7      Q.    Is that all you recall from that
8  conversation?
9      A.    No, I recall more.  I recall Dana

10  asking questions about the transaction and
11  trying to meet  we responding to his
12  questions and I recall, I recall Dana being
13  threatening and angry.
14      Q.    Was there anyone else with you on
15  this phone call?
16      A.    I think maybe.  I'm not sure
17  hundred percent.
18      Q.    Who might that have been?
19      A.    Maybe John Grimaldi.
20      Q.    Could it have been anybody else in
21  addition to Mr. Grimaldi?
22      A.    I don't think so.
23      Q.    On that phone call, did Mr. Cann
24  ask you whether Renco still stood behind the
25  RG Steel pension plans?

Page 207

1                  A. Rennert
2  Whoops.  I am available at 2 and you
3  responded that -- I am sorry, I have the
4  wrong one.  You were running a bit late, can
5  you call at 2:15, and do you see that?
6      A.    The top one, right?
7      Q.    Yeah.
8      A.    Yes, I see it.
9      Q.    Do you recall that?

10      A.    I don't recall the e-mail exchange.
11      Q.    Do you recall calling Mr. Cann at
12  2:15 or thereabouts on the 17th?
13      A.    I don't recall calling Mr. Cann.  I
14  recall speaking to Mr. Cann on this -- the
15  Tuesday, January 17th.
16      Q.    So is it your recollection Mr. Cann
17  called you?
18      A.    It's unclear from this e-mail chain
19  whether I called him or he called me.
20      Q.    But a conversation occurred?
21      A.    Yes.
22      Q.    Do you have -- do you recall that
23  conversation?
24      A.    I recall parts of it, yes.
25      Q.    Would you tell me what about that

Page 209

1                  A. Rennert
2            MR. PERRA:  Objection to form.
3      A.    I don't recall if Mr. Cann used
4  those words, but I recall Mr. Cann asking
5  something like that.  I just don't recall if
6  he used those words.
7      Q.    Do you recall whether you responded
8  to that statement at all?
9      A.    I recall explaining to Dana what

10  the transaction was, and in explaining what
11  the transaction was, I think it answered, it
12  answered the gist of Dana's question.
13      Q.    What part of the -- your
14  explanation do you think answered the gist of
15  Dana's question?
16      A.    As part of the deal, Renco had to
17  give up significant ownership in RG Steel and
18  that Renco's ownership was below the 80
19  percent.
20      Q.    When you say had to give up
21  ownership, your position was that Renco had
22  no choice but to do that?
23      A.    What do you mean when you say Renco
24  had no choice?
25      Q.    You used the words, in your
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Page 90

1                    D. Cann
2 provide liquidity to the company was to
3 protect Renco's investment in that company?
4      A.    I don't know.
5      Q.    Do you believe that the purpose of
6 trying to do a transaction to provide
7 liquidity to the company was part of an effort
8 by Renco to have the company survive?
9      A.    I don't know.

10      Q.    In your testimony about Cerberus
11 allegedly not wanting equity and that Renco
12 insisted upon that, do you have any
13 information to support that allegation other
14 than what you've heard from counsel?
15      A.    Me personally?
16      Q.    You as the representative of the
17 PBGC.
18      A.    I don't know.
19      Q.    You don't know whether you have any
20 other information?
21      A.    Correct.
22      Q.    Did you do anything to try to gather
23 information in preparation for testifying here
24 today on that subject?
25      A.    On that subject, I did not.

Page 92

1                    D. Cann
2 opportunity to terminate the plans earlier,
3 right?
4      A.    We did.
5      Q.    You got the notice on December 16,
6 2011, right?
7      A.    Right.
8      Q.    You had financial information from
9 the company that Renco gave to you from which

10 you concluded that the company wasn't going to
11 make it, right?
12      A.    Correct.
13      Q.    As soon as you made that conclusion,
14 you could have terminated the plans, correct?
15      A.    Well, it takes a lot to terminate a
16 plan.  You need to convey that financial
17 analysis into the documents we are talking
18 about, most notably the TWG document.  And we
19 did that over the course of a weekend, the
20 weekend prior to the 13th.
21      Q.    But you could have done it the
22 weekend before, right?
23      A.    No.  We didn't have the information
24 at that point.  We had our first call with
25 Renco, I think, on January 4th maybe.

Page 91

1                    D. Cann
2      Q.    So is it fair so say that in getting
3 prepared to testify on topic number 11, the
4 only thing that you did was speak to counsel?
5      A.    Correct.
6      Q.    If you could go back to the
7 complaint which was at Exhibit --
8            MR. MENKE:  Three.
9      Q.    -- 3 and turn to page 9, please.

10      A.    (Complying).
11      Q.    And if you could focus on paragraph
12 32.
13      A.    Okay.
14      Q.    Do you see that?
15      A.    Yes.
16      Q.    It says, "Had PBGC been afforded the
17 opportunity to terminate the plans under 29
18 USC Section 1342 prior to the consummation of
19 any financing agreement between Renco and a
20 third party, it would have been able to hold
21 Renco and the Renco-controlled group members
22 financially responsible for the plans."
23            Is that a true statement?
24      A.    Yes.
25      Q.    In fact, though, PBGC did have the

Page 93

1                    D. Cann
2      Q.    But you certainly could have
3 terminated the plan the week of the 9th,
4 right, January 9th?
5      A.    We, in fact, moved to terminate the
6 plan that week at an expedient rate under the
7 special circumstances.  We had a TWG package
8 approved on Thursday, January 12th.  I placed
9 a call to Ari Rennert on Thursday, January

10 12th to let him know that's what we were going
11 to do in hopes that we would get an agreement,
12 either the standstill, you know, temporarily
13 or the guarantee or something else that made
14 sense, right?
15            He didn't call me back, so I called
16 John Grimaldi on Friday the 13th and conveyed
17 to John Grimaldi that we were -- this was the
18 action we were taking.  And Ari and Ira called
19 me about a half hour later.
20      Q.    But again, if you had moved more
21 quickly, this could have taken place earlier,
22 right?
23      A.    We moved as quickly as we could.
24      Q.    What is the date that you got
25 involved?  The notice comes on December 16,
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Page 94

1                    D. Cann
2 2011.  You've testified that you don't get
3 many of these notices, so it's probably a big
4 deal to get that notice, right?
5      A.    Not necessarily.  Not necessarily.
6 And the notice says we may be engaging in a
7 transaction that transfers equity.  And when
8 we're on the phone with Renco on the week of
9 January 4th, we continued to get that same --

10 same story, that we may be.
11            And it's a very fluid situation
12 based on my conversations with the company.
13 Equity is on the table, off the table, and
14 it's very unclear.  But regardless, nothing is
15 imminent.  That's the consistent message we
16 got from -- from Renco.  Nothing was imminent,
17 and it was that message that we got again on
18 Friday, January 13th.
19      Q.    All right.  But putting aside the
20 message, you did have the opportunity, if you
21 moved quickly, to terminate the plans earlier,
22 right?
23      A.    In hindsight, I wish I had.
24      Q.    Okay.
25      A.    I wish I hadn't believed the

Page 96

1                    D. Cann
2      A.    We could have.
3      Q.    You could have --
4      A.    I guess.  I don't -- I don't have
5 the dates in front of me.  I don't know if --
6 so if we received something on December 16th
7 and it comes into our mailroom, I don't know
8 at what point it got to my department.
9      Q.    Okay.  So we are thinking about a

10 time period between December 16th and January
11 13th.  That nearly 30 days, right?
12            My first question is, are you
13 cognizant of the 30-day window?
14      A.    Absolutely.
15      Q.    Okay.
16            So you know that the 30 days runs
17 over the weekend of January 13th, right?
18      A.    Yes.
19      Q.    Right.  And so if you wanted to
20 terminate the plans within the 30-day window
21 you would have had to have done it by Friday
22 the 13th, right?
23      A.    Within the 30-day window, yes.
24      Q.    All right.  So by Tuesday or even
25 the 14th, the Saturday, you know that the

Page 95

1                    D. Cann
2 Rennerts.
3      Q.    But you -- so you wish you had done
4 that, right, terminated it earlier?
5      A.    In hindsight, yes.
6      Q.    And you could have terminated it
7 earlier, right?
8      A.    I could have, yes.
9      Q.    You could have terminated it at any

10 point after December 16th, 2011, right?
11      A.    No.  We didn't have the information.
12 We didn't have the -- just because we get an
13 advance reportable event notice that says a
14 transaction may be coming that might break the
15 controlled group, that's not enough -- that's
16 not enough information to terminate a pension
17 plan.
18      Q.    But you could have gotten the
19 information or at least requested the
20 information more quickly after December 16th,
21 right?
22      A.    I think we sent a letter on December
23 20th.
24      Q.    Right but you could have sent it on
25 the 17th, right?

Page 97

1                    D. Cann
2 thirty days is going to expire and they could
3 have done a transaction, right?
4      A.    I was -- except I was told that they
5 weren't going to do a transaction.
6      Q.    Putting aside whatever you were
7 told, and we have a factual dispute about what
8 was said, they were free to --
9            MR. MENKE:  Objection as to form of

10      the question.
11      Q.    -- consummate a transaction that
12 Saturday under the statutory scheme?
13      A.    I would -- I don't know.  I don't
14 know.  They've met the requirements under Form
15 10-A.
16      Q.    Okay.  You could have asked for, for
17 example, the information to be turned around
18 sooner than it was, right?
19      A.    Which information?
20      Q.    You demanded information from Renco
21 in December, right?
22      A.    I suppose we could have.  I think --
23 my understanding that it was -- it was turned
24 around in a week, which is already accelerated
25 for most of our requests.
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Page 102

1                    D. Cann
2 I'm sorry -- two and three?
3      A.    Exactly what I just told you.  You
4 know, I can read the procedures, and I know
5 generally the procedures because I have been
6 doing it for a while, and I can speak to those
7 procedures.
8      Q.    Did you talk specifically about the
9 issue of whether or not the publication in the

10 newspapers is a necessary step for
11 termination?
12      A.    I did not.
13      Q.    In response to that question, you --
14 my question about whether you had in fact
15 reserved space for publication in the
16 newspapers as of Friday, the 13th, I believe
17 your answer was "I'm not sure that was
18 necessary," right?
19      A.    Correct.
20      Q.    Can you please answer my question as
21 to whether in fact you had done that?  In
22 other words on Friday or before, had you
23 arranged for publication in a newspaper of the
24 notice to the plan participants?
25      A.    Not to my knowledge.

Page 104

1                    D. Cann
2 had to have done if that was the conversation
3 and you realized they were going to consummate
4 a transaction on that Friday, you would have
5 had to get the notices of determination
6 written and signed, right?
7      A.    I had to get them signed.  Yes.  The
8 notice of determination is one paragraph.
9      Q.    Okay.  But you would have had to do

10 that, right?
11      A.    Yes.  Absolutely.
12      Q.    You would have had to have arranged
13 for publication in a newspaper, right, in West
14 Virginia and Ohio, right?
15            MR. MENKE:  Objection.  Objection to
16      form.
17      A.    Again, that's our policies and
18 procedures.  There's been some discussion
19 within PBGC about whether you need to publish
20 notices in newspapers in the 21st century.
21      Q.    There has been discussion, but you
22 haven't changed your policies and procedures,
23 have you?
24      A.    We have not changed our policies and
25 procedures.

Page 103

1                    D. Cann
2      Q.    And you knew from your conversations
3 with the communication folks at PBGC that
4 there was going to be a two-day lag on that,
5 right?
6      A.    Correct.
7            MR. MENKE:  Objection to form.
8      Q.    So isn't it a fact that on that
9 Friday, if the Rennerts had told you they were

10 going to do a deal, and it was going to be
11 consummated on Friday, you would not have been
12 in a position to terminate the plan before
13 they consummated that transaction?
14            MR. MENKE:  Objection to form.
15      A.    I don't know that that's true
16 because I would think that we could issue the
17 NODs at that time, get them signed and issue
18 them on that day, send out a press release to
19 the -- on the worldwide web.  And I don't know
20 if that would be notice enough.  I think we'd
21 be talking about other things at this point.
22 I think this litigation would be about other
23 things.  But that's what I would have
24 recommended we do.
25      Q.    But the things that you would have

Page 105

1                    D. Cann
2      Q.    So the policy and procedure that was
3 in place on that Friday was that you would
4 have to publish in a local newspaper where the
5 beneficiaries of the plan lived, right?
6            MR. MENKE:  Objection to form.
7      A.    That's -- that was the policy and
8 procedure.
9      Q.    And that's what you would have

10 followed, right?
11      A.    Well, if Ira had told me, "We're
12 going ahead and closing today," obviously we
13 couldn't have done that and I would have tried
14 to do something else.
15      Q.    But you would -- that's the policy
16 and procedure that you had been planning to
17 follow that entire week, right?
18      A.    Correct.
19      Q.    And decided not to reserve space in
20 the newspaper for such ads, right?
21      A.    Correct.
22      Q.    And you could have reserved a space
23 in the newspaper for the ads and just not used
24 it, right?
25      A.    You can do that.  Our communications

Case 1:13-cv-00621-RJS   Document 61-11   Filed 06/20/14   Page 5 of 31



TSG Reporting - Worldwide     877-702-9580

28 (Pages 106 to 109)

Page 106

1                    D. Cann
2 -- and we -- and we've done that in the past.
3 CPAD is reluctant to do that because it costs
4 thousands -- tens of thousands of dollars.
5      Q.    Okay.  Well, in this case do you
6 know how much it was going to cost to publish
7 in newspapers in West Virginia and Ohio?
8      A.    I don't.
9            MR. PERRA:  We should go off the

10      record for a moment.
11            THE VIDEOGRAPHER:  Going off the
12      record at 1:13 p.m.
13            (Lunch recess:  1:49 p.m.)
14
15
16
17
18
19
20
21
22
23
24
25

Page 108

1                    D. Cann
2            You testified earlier that there was
3 a mistake in the complaint.  Is that what your
4 testimony related to?
5      A.    Yes.
6      Q.    And in fact, he did not sign any
7 such notices of determination in January of
8 2012?
9      A.    Correct.

10      Q.    When I say he, I mean Mr. Gotbaum.
11      A.    Correct.
12      Q.    Okay.  The next sentence reads,
13 "PBGC also prepared to publish its termination
14 decision on January 17, 2012."
15            That's not correct either, is it?
16      A.    Correct.  That's not correct.
17      Q.    All right.  The soonest you could
18 have gotten a publication under the normal
19 means in the newspaper was Thursday of the
20 following week because of the three-day
21 turnaround, right?
22            MR. MENKE:  Object to form.
23      A.    I don't know what this "published"
24 means here in this instance.
25      Q.    If you are talking about publishing

Page 107

1                    D. Cann
2               AFTERNOON SESSION
3                    1:49 p.m.
4            THE VIDEOGRAPHER:  This marks the
5      start of tape number three.  We are back
6      on the record at 1:49 p.m.
7 EXAMINATION CONTINUED
8 BY MR. PERRA:
9      Q.    Before the break, Mr. Cann, you had

10 given some testimony about the things that
11 needed to be done still on that Friday to
12 terminate the plan.  Another thing that would
13 have needed to be done was for the signed
14 notices of determination to be issued to the
15 plan administrator, right?
16      A.    Correct.
17      Q.    If you could look at the complaint
18 that is Exhibit 3.  Turn to page 10, please,
19 paragraph 34.
20            The second sentence reads, "During
21 that period, PBGC's director signed notices of
22 determination for each of the plans stating
23 that PBGC had determined that each of the
24 plans should be terminated under Title IV of
25 ERISA."

Page 109

1                    D. Cann
2 in the newspapers as you -- strike that.
3            You had been planning earlier in the
4 week to place publication in newspapers in
5 West Virginia and Ohio, right?
6      A.    Correct.
7      Q.    And what is written here is likely
8 to be what that's talking about, is publishing
9 in those newspapers, right?

10      A.    It seems that way, yes.
11      Q.    And the reality was, though, that
12 the earliest you could get something into the
13 newspaper when you're speaking with
14 Mr. Speicher in e-mails on Friday the 13th
15 would be the following Thursday, right?
16      A.    I haven't done the math to know.
17 I'm not sure.
18            (Cann Exhibit 5, e-mail string
19      beginning with e-mail dated January 13,
20      2012 bearing Production Nos. PBGC 53038
21      through 53040, was marked for
22      identification)
23      Q.    I am going to show you what's been
24 marked as Cann Exhibit 5.  This is a series of
25 internal e-mails from PBGC on which you're a
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2 financial analysts?  I take it -- are you the
3 manager here or the financial analyst?
4      A.    I was the manager.
5      Q.    Okay.
6      A.    Chris Gran was the financial
7 analyst.
8      Q.    Yes.
9      A.    And then after I became involved and

10 probably after the new year, Jack Butler also
11 helped out.
12      Q.    Who was the actuary?
13      A.    I think it was -- I think there may
14 have been two actuaries.  I think Tim Rhodes
15 and Jim O'Neill.
16      Q.    Who was the attorney?
17      A.    Colin Albaugh.
18      Q.    And who was the attorney manager?
19      A.    Stephanie Thomas.
20      Q.    Anybody else part of the team, the
21 case team?
22      A.    I don't remember.
23      Q.    All right.  Maybe when we get into
24 more into the documents you will remind me.
25      A.    Okay.

Page 124
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2      2012 bearing Production Nos. PBGC 41967
3      through 41968, was marked for
4      identification)
5      Q.    I show you what's been marked as
6 Cann Exhibit 7.  It's a series of e-mails
7 between people at the PBGC including yourself
8 and people at Renco trying to set up a call
9 for January 4th, correct?

10      A.    That's what it looks like, yes.
11      Q.    Okay.  And so by January 4th you are
12 writing to the people at Renco as sort of the
13 point person; is that right?
14      A.    Correct.
15      Q.    So after the new year, you, rather
16 than Mr. Gran, become the point person for
17 interacting with Renco, right?
18      A.    Correct.
19      Q.    And in terms of setting up the call
20 for January 4th, it's going to be you and
21 Mr. Butler on the corporate finance side, and
22 were you intending to have attorneys on this
23 call as well?
24      A.    I don't think so.
25      Q.    The purpose of the call was to

Page 123

1                    D. Cann
2      Q.    Or it will refresh your recollection
3 and you can tell me if you think others were
4 part of the case team?
5      A.    Okay.
6      Q.    And so in terms of telephone calls,
7 how do you decide who amongst the case team
8 will participate in a particular call?
9      A.    So depending on the topic and

10 depending on who we've asked to be on the call
11 will determine who we're going to have on the
12 call.
13            Typically if the -- if the other
14 side is going to have attorneys, we'll have
15 our attorneys.  If the other side is having an
16 actuary, we'll have our actuary.  And, you
17 know, my department, as the lead, would be on
18 those calls as well.
19      Q.    If it's just a conversation with
20 principals of the company, who would be on the
21 call?
22      A.    It depends, but probably myself,
23 possibly a financial analyst.
24            (Cann Exhibit 7, e-mail string
25      beginning with e-mail dated January 4,

Page 125

1                    D. Cann
2 review -- and if you need to look at the
3 e-mail on the first page at the bottom dated
4 January 4th from you to the folks at Renco.
5 It says, "The main thing we want to cover this
6 afternoon is the management presentation for
7 RG Steel dated December 2011."
8            Do you see that?
9      A.    Yes.

10      Q.    Was that a fair assessment of what
11 in your mind was to be the main purpose of the
12 call?
13      A.    That's what it says here.
14      Q.    Okay.  Why did you want to cover the
15 management presentation?
16      A.    Probably because that was a big
17 document that they sent to us as part of their
18 response the week before, and we had
19 questions.
20      Q.    And that was a document that
21 contained the financial information that made
22 you concerned about RG Steel?
23      A.    It probably did.
24      Q.    Is that the document or among the
25 documents that made PBGC deeply concerned in
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2 December about the possible transaction with
3 RG Steel?
4      A.    The group of documents that they
5 sent made us deeply concerned.
6            (Cann Exhibit 8, e-mail dated
7      January 4, 2012 bearing Production No.
8      PBGC 43959, was marked for
9      identification)

10      Q.    Okay.  I show you what's been marked
11 as Cann Exhibit 8, which is an e-mail from
12 Mr. Gran to himself, presumably to memorialize
13 what he believes took place on the phone call
14 on January 4th.
15            Have you seen this document before?
16      A.    I don't think I have.
17      Q.    Okay.  I'm going to use it just to
18 see whether what he says took place on the
19 phone is consistent with your memory of that
20 phone call.  Okay?
21      A.    Okay.
22      Q.    Wait.  Before we even get to that do
23 you recall as you sit here today what was
24 discussed on that phone call?
25      A.    Not specifically, other than the

Page 128
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2            Is that is that consistent with your
3 recollection?
4      A.    I wouldn't put it that way.
5      Q.    How would you put it?
6      A.    I would put it that if the plans --
7 if the plans terminate, our recovery is vastly
8 better with Renco in the controlled group than
9 without Renco in the controlled group.

10      Q.    And that's because you had looked at
11 the assets that Renco had compared to the
12 financial shape of RG Steel and concluded that
13 Renco was in pretty good financial shape, and
14 RG Steel was, as we have talked about earlier,
15 teetering on the edge of bankruptcy; is that
16 right?
17      A.    Correct.
18            (Cann Exhibit 9, e-mail string
19      beginning with e-mail dated 1/5/12
20      bearing Production Nos. PBGC 51768
21      through 769, was marked for
22      identification)
23      Q.    I show you what's been marked as
24 Cann Exhibit 9.  Before you look at that,
25 between the time that you get the information

Page 127
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2 transaction in general.
3      Q.    Okay.  Do you remember things that
4 you said or things that were said to you?
5      A.    I believe we said we're concerned
6 about the transaction and probably asked
7 questions about it.
8      Q.    Okay.  After the phone call was
9 over, were you more, less, or the same

10 concerned about the transaction?
11      A.    I was probably more concerned.
12      Q.    So that the things that were said in
13 that phone call didn't make you feel better
14 about any possible transaction involving RG
15 Steel; is that right?
16      A.    Correct.
17      Q.    In the last paragraph, it says, "I
18 asked Dana why he is looking to quantify the
19 value contained within the Renco controlled
20 group.  He said this value is the calculation
21 of long-run loss for the plan to leaving the
22 controlled group.  Without being able to tap
23 into this value, we inherently lose it if we
24 don't take actions to protect the plans prior
25 to the plans leaving the controlled group."

Page 129
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2 that was provided to PBGC from Renco in
3 December until this January 4th call with
4 Renco, what, if anything, did you do with
5 respect to the RG Steel matter?
6      A.    Between the January 4th call and --
7      Q.    No, up to the January 4th call.  I
8 know that he reviewed the materials that Renco
9 sent you.

10      A.    Right.
11      Q.    Did you do anything else up until
12 the January 4th call?
13      A.    Not that I recall.
14      Q.    Do you know what Mr. -- do you know
15 what anyone else at PBGC was doing up until
16 that January 4th call in terms of addressing
17 the RG Steel matter?
18      A.    Probably the same thing that I did.
19      Q.    Reviewing --
20      A.    Reviewing the material.
21      Q.    Okay.  If you could look at this
22 document, please?
23      A.    (Witness reviewing document).
24      Q.    Really, the one I would like you to
25 focus on is the earliest e-mail in time, which
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2 is from Jack Butler to Stephanie Thomas and
3 Colin Albaugh --
4      A.    Okay.
5      Q.    -- with a cc to you and others.
6      A.    Yes.
7      Q.    Okay.  And these are notes that
8 Mr. Butler made of the conversation with
9 Renco, correct?

10      A.    Correct.
11      Q.    The one that took place on January
12 4th?
13      A.    Correct.
14      Q.    And he forwards that internally to
15 folks at the PBGC including you, right?
16      A.    Right.
17      Q.    In point one of Mr. Butler's e-mail,
18 he talks about the following information being
19 conveyed from Renco to PBGC, point one being
20 that there were unplanned operational issues
21 in 2011, including reduced steel prices and
22 increased operating costs.
23            Do you remember that being discussed
24 on the call?
25      A.    Yes.

Page 132

1                    D. Cann
2            MR. PERRA:  Okay.  I appreciate
3      that.
4      Q.    You don't dispute that it was
5 conveyed to PBGC on this call that Renco had
6 been pouring in tons of money into RG Steel
7 over the last 60 days, right?
8            MR. MENKE:  Objection to form.
9      A.    I don't dispute that Renco conveyed

10 to us that it had advanced significant dollars
11 to RG Steel in additional capital.
12      Q.    And it had also been conveyed to you
13 that Renco had paid around $200 million for
14 these assets in the first place, right?
15      A.    Yes.
16      Q.    It was also conveyed to you that
17 RG's net loss is about 219 million compared to
18 a budgeted net income of about 36 million,
19 right?
20      A.    Correct.  Through October 31st of
21 2011.
22      Q.    In point three it convey -- look at
23 point three, and then I'll ask you the
24 question.
25      A.    (Witness reviewing document).

Page 131
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2      Q.    And Renco was explaining to you why
3 the company was in such bad shape at the time,
4 right?
5      A.    Correct.
6      Q.    And it goes on to say that Renco had
7 to advance about 170 million in cash to RG
8 with a substantial amount flowing in the last
9 60 days.

10            Do you remember that being discussed
11 on the call?
12      A.    Not specifically, but it's here in
13 the notes.
14      Q.    Yes.  But you don't dispute that it
15 was conveyed to the PBGC on this call --
16      A.    Correct.  Sorry.
17      Q.    I can just say whatever I want now,
18 right, because you already said correct.
19 Please just wait until the end of the
20 question.
21            MR. MENKE:  Not to make too fine a
22      point, but you do pause, and it's
23      sometimes hard to tell necessarily when
24      you're finished.  So we'll continue to do
25      the best we can.

Page 133
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2            Okay.
3      Q.    Consistent with these notes, was it
4 conveyed in this call by Renco to PBGC that
5 the investors that were interested in the
6 transaction were going to require that they
7 receive equity in RG that ranges from 39 to 49
8 percent?
9      A.    That's what Renco told us, yes.

10      Q.    Did Renco also tell you that the
11 transaction could be struck next week, the
12 week ending January 13th, 2012, with a
13 financial close within a week or two?
14      A.    Yes.
15      Q.    Number seven, could you just take a
16 moment to look at number seven.
17      A.    (Witness reviewing document).
18            Okay.
19      Q.    Is this the first time that PBGC --
20 this call on January 4th that PBGC had raised
21 the issue of a possible guarantee?
22      A.    Yes.
23      Q.    Okay.  And Renco said that they
24 hadn't considered that?
25      A.    Correct.
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2            (Cann Exhibit 10, e-mail string
3      beginning with e-mail dated January 5,
4      2012 bearing Production Nos. PBGC 52749
5      through 750, was marked for
6      identification)
7      Q.    I show you what's been marked as
8 Cann Exhibit 10.  I would really just ask to
9 you focus on the top e-mail.  The one at the

10 bottom is the one we just went through.  The
11 top e-mail is an e-mail from Christopher Gran
12 to Tim Rhodes, and it says that, "Dana will
13 likely brief Jennifer Messina and Michael Rae
14 today on this," meaning January 5th, "but it's
15 likely this will move quickly now."
16            After your call with Renco, did you
17 brief Jennifer Messina and Michael Rae?
18      A.    It looks like I did on January 5th.
19      Q.    Okay.  And what did you tell them?
20      A.    I don't recall specifically, but I
21 probably would have told them we're very
22 concerned about this transaction, and it may
23 require us to move quickly to initiate a
24 termination of the pension plans.
25      Q.    All right.  So you would agree with
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2      Q.    Had you come to that conclusion
3 before your call on the 4th?
4      A.    I don't remember.
5      Q.    Had you conveyed to anyone that you
6 had concluded that these plans needed to be
7 terminated before January 5th?
8      A.    I don't recall.
9            (Cann Exhibit 11, e-mail dated

10      January 5, 2012 bearing Production No.
11      PGBC 41215, was marked for
12      identification)
13      Q.    I show you what's been marked as
14 Cann Exhibit 11, which is a meeting invite for
15 you, Mr. Albaugh, Mr. Butler, Mr. O'Neill and
16 Mr. Rhodes.
17            Do you recall having a meeting on
18 January 5th to discuss the RG Steel matter?
19      A.    This says 9:30 to 10:00.  I don't
20 recall that meeting.
21      Q.    Yes.  So in the -- don't take those
22 -- and I think counsel will agree with me.
23 You should not take those times as the actual
24 times when these documents were produced in
25 the case.  There was issues with resetting the
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2 the sentiment expressed in this e-mail by
3 Mr. Gran that it is likely that this will move
4 quickly now?
5      A.    I think it had been moving quickly.
6 I don't know if it will move more quickly, but
7 certainly the urgency of it has -- we've come
8 to a conclusion at this point that we're
9 deeply concerned.  We've asked for a

10 guarantee, and the reason we are asking for a
11 guarantee is because we believe that RG Steel
12 may not survive.
13      Q.    By this point in time, had you in
14 your own mind come to the conclusion that
15 these plans needed to be terminated?
16      A.    On January 5th?
17      Q.    By January -- or before January 5th.
18      A.    I don't know.  I've seen an e-mail
19 on January 6th where I had come to that
20 conclusion.  So it was right around this time.
21      Q.    Okay.  So it was sometime between
22 the time that you received the information
23 from Renco and right around this time that you
24 come to that conclusion?
25      A.    Right.

Page 137
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2 times to Greenwich Mean Time as opposed to
3 Washington DC times.  If you look down at the
4 bottom, it says Thursday, January 5th, 4:30 to
5 5:00.
6      A.    Okay.
7      Q.    Does that help?
8      A.    Yes.  I mean, I don't recall the
9 specific meeting, but it appears that we

10 scheduled one.
11      Q.    And it says, "Can we meet for a few
12 minutes to get on the same page about what we
13 need to be doing for Renco."
14            Do you remember having a meeting
15 with this group to talk about next steps?
16      A.    I don't recall specifically, but
17 given the timing, I would imagine we're
18 talking about what needs to get done to
19 terminate the pension plans.
20      Q.    So at this point, this group is
21 talking about termination, right?
22      A.    That's what it would seem.
23      Q.    Were there others that didn't want
24 to terminate at PBGC at this time?
25      A.    Not that I'm aware of.
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2 that Ari said something on that --
3      A.    Right.
4      Q.    -- phone call about a deal being
5 struck the week of the 13th?
6      A.    I was just testifying about an
7 e-mail that I saw about ten minutes ago from
8 Ari to me that said the transaction could be
9 struck in the week of the 13th.  Maybe it was

10 our notes.  Maybe it was our notes talking
11 about what Ari said.
12      Q.    And that's why I am probing it.  Do
13 you have a recollection of Mr. Rennert, Ari
14 Rennert, saying to PBGC something about a
15 transaction being struck and then a closing?
16      A.    We asked that question on every
17 phone call we were on.  We were keenly
18 interested in the timing.  And the consistent
19 answer we got was nothing's been struck.
20 Nothing is imminent.  Do not worry.
21      Q.    My specific question is, do you
22 remember Ari Rennert saying something on the
23 phone on January 4th about the timing of the
24 transaction?
25      A.    The notes refreshed my memory.

Page 144
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2      Q.    Okay.
3      A.    And that's why we moved forward as
4 quickly as we could.
5      Q.    Was there anything said to you
6 before January 13 that made you hold off in
7 moving forward with your termination?
8      A.    No.  I mean, we were moving forward
9 with all due haste up until January 13th.

10      Q.    So it was that one phone call with
11 Ari and Ira where you changed your mind and
12 decided not to move forward with finalizing
13 the termination?
14      A.    It was --
15            MR. MENKE:  Objection to form.
16      A.    Ari and Ira called me and said there
17 is no need to do this, urged me not to.  No
18 transaction is imminent.  Equity is off the
19 table.
20      Q.    We'll get to the details of that.  I
21 just want to make sure I am not missing some
22 other conversation.  It was that one phone
23 call on the 13th where you in your own mind
24 say, all right, we won't move afford with
25 finalizing the termination because of the
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2      Q.    And the notes say the transaction
3 could be struck next week ending January 13,
4 2012, with a financial close within a week or
5 two?
6      A.    Correct.
7      Q.    Do you have an independent
8 recollection of that being said on the phone?
9      A.    Just what's in the notes, but it's

10 consistent with my general recollection of
11 various phone calls around that time.
12      Q.    Okay.  So it's possible, then, based
13 on that conversation that they could have done
14 a deal the week ending January 13th, and then
15 the money would change hands later, right?
16      A.    It's possible, yes.
17      Q.    And that's what the Rennerts told
18 you, right?
19      A.    On January 4th, yes.
20      Q.    Given the possibility that a
21 transaction was going to be done on the week
22 ending January 13th, didn't that make you
23 concerned on January 4th that you needed to
24 get your termination done?
25      A.    Absolutely.

Page 145
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2 assurances that I have received from the
3 Rennerts; is that right?
4      A.    Correct.
5            (Cann Exhibit 12, e-mail dated
6      January 6, 2012 bearing Production No.
7      PBGC 50953 with attachments, was marked
8      for identification)
9      Q.    I show you what's been marked as

10 Cann Exhibit 12, which is an e-mail from
11 Friday, January 6th, from you to others
12 attaching a summary and recommendation memo;
13 is that correct?
14      A.    Correct.
15      Q.    And I would really like to focus
16 your attention on the attachment.  And this is
17 a memo that you drafted?
18      A.    I drafted part of.  I think it was a
19 group effort between myself and Chris and
20 Jack.
21      Q.    So it would have been you,
22 Mr. Butler, and Mr. Gran who participated in
23 the drafting of this memo?
24      A.    Probably the actuaries too, although
25 -- wait.  I don't see any actuarial
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2      A.    We would terminate the plan.
3      Q.    So even if there were a warrant -- a
4 warrant deal, and they hadn't actually
5 exercised the warrants, you would still
6 proceed to terminate the plan?
7      A.    I think it depends on the warrants.
8 You'd have to look at the specific -- the
9 specific documents.

10      Q.    So if the warrants were like this,
11 and they were at a penny a share and gave the
12 right to 39 percent of the company, would that
13 qualify in your mind as something that would
14 result in the PBGC wanting to terminate the
15 plan?
16      A.    That would be pretty concerning.
17      Q.    Would that move you to termination?
18      A.    It might.
19      Q.    Under this specific fact
20 circumstance, if you were aware that Renco was
21 close to doing this deal at a penny a share
22 that would give 39 percent, would you continue
23 to move forward with termination?
24      A.    Yes.
25      Q.    And you would want to do that before

Page 156
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2      Q.    Has that happened before in your
3 experience at the PBGC?
4      A.    Has what happened before?
5      Q.    What you just described:  A company
6 does a deal with warrants, and you require
7 that a new Form 10 be filed if the company
8 wants to exercise its right to the warrants.
9      A.    Not that I'm aware of.

10      Q.    Was it something you were thinking
11 about when you were looking at this Elliott
12 term sheet?
13      A.    I don't know.
14      Q.    Did you focus on this issue of
15 warrants when you received this term sheet?
16      A.    I probably focused on the issue of
17 warrants and saw that it would be quite easy
18 to break the controlled group and it would
19 have given me, like I said, a lot of concern,
20 and I would have moved forward to terminate
21 the pension plan before this transaction
22 closed.
23            (Cann Exhibit 14, e-mail dated
24      January 6, 2012 bearing Production No.
25      PBGC 41217, was marked for

Page 155
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2 that deal was done?
3      A.    Correct.
4      Q.    And the reason you'd want to do that
5 before the deal was done is because PBGC would
6 have no protection as to the timing of Elliot
7 Management exercising its rights to the
8 warrants?
9      A.    I think it's hard to say because I

10 think -- I think we could take a position that
11 the deal itself did not break the controlled
12 group, so if Elliott wanted to exercise this
13 option, that there would -- Renco would have
14 to file a new advanced reportable event.
15      Q.    So it's PBGC's position that if
16 Elliott actually wanted to exercise it, that
17 Renco would be required to file a new Form 10?
18            MR. MENKE:  Objection to form.
19      A.    Depending on the timing, right, if
20 Elliott closed this transaction with warrants,
21 and we didn't believe that the issuance of
22 those warrants broke the controlled group but
23 the issuance of shares did, yes, they would
24 have to file a new Form 10 giving 30 days
25 advance notice.

Page 157
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2      identification)
3      Q.    I show you what's been marked as
4 Cann Exhibit 14.  Here is a meeting for
5 January 6th for Stephanie Thomas, Colin
6 Albaugh, Christopher Gran, Jack Butler, Jim
7 O'Neill, and Tim Rhodes.  It's Friday, January
8 6th from 11:30 to 12:00 p.m.
9            Do you remember a meeting with this

10 group?
11      A.    11:30 a.m. to 12:00 p.m.?
12      Q.    Yes, if you look at the bottom,
13 again, there is an issue with the times.
14      A.    Right.  Not specifically.  I go to
15 lots of meetings.
16      Q.    Okay.  But do you remember a meeting
17 about Renco with this group on or around this
18 time?
19      A.    Not specifically.
20      Q.    Why would you bring in Stephanie
21 Thomas at this point?  We saw that there was a
22 meeting earlier in the week with, you know,
23 you and Colin and Jack but this one Stephanie
24 is attending.
25            Is there a reason that she would be
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2 a person that you would want to attend another
3 meeting with the group that had already met?
4      A.    Probably because we were talking
5 about the TWG memo we were going to draft over
6 this weekend, and we were just getting
7 everyone coordinated on that.
8      Q.    Do you remember anything else that
9 you might have discussed with this group on

10 that Friday?
11      A.    I don't.
12            (Cann Exhibit 15, e-mail dated
13      January 6, 2012 bearing Production No.
14      PBGC 44864 with attachments, was marked
15      for identification)
16      Q.    I show you what's been marked as
17 Cann Exhibit 15.
18      A.    (Witness reviewing document).
19      Q.    This is an e-mail from January 6th
20 from you to Chris Gran and Jack Butler
21 attaching a TWG memo format document.
22            Do you see that?
23      A.    Yes.
24      Q.    And this is your first cut at a TWG
25 memo?

Page 160
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2 resolution in the form of a guarantee?
3      A.    Yes.
4      Q.    And you go on to say, "Absent an
5 agreement with Renco, DISC believes there is
6 adequate value in the Renco controlled group
7 to provide a full or near full recovery on
8 termination of the RG Steel pension plans."
9            Is that consistent with your belief

10 at the time?
11      A.    Yes.
12      Q.    So was the game plan issue the
13 notice of determinations, try to negotiate a
14 resolution with Renco in the form of a
15 guarantee, and if you weren't able to reach a
16 resolution in the form of a guarantee, to
17 terminate the plan?
18      A.    No.
19      Q.    What was the game plan?
20      A.    I am sorry.  You said issue the
21 notice of determination, and then terminate
22 the plan?  I think we have to define
23 "terminate" again, because --
24      Q.    Okay.  I was going with your earlier
25 one.  So let me parse it out again.
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2      A.    This is -- we had seen earlier in
3 the production a three-page document that
4 discussed the termination case and this is a
5 first step in putting that case into a TWG
6 format and assigning folks to work on it.
7      Q.    And you're the one that actually did
8 that, though?
9      A.    Yes.

10      Q.    If you could look at page 5 of the
11 memo, the first full paragraph reads, "DISC
12 believes that issuing a notice of
13 determination for the termination of the RG
14 Steel pension plans now will provide an
15 impetus for Renco to guarantee the pension
16 liabilities."
17            Is that what you believed at the
18 time?
19      A.    Is that what I believed what?
20      Q.    That sentence.  Was your belief the
21 same as that?
22      A.    Yes.
23      Q.    Okay.  So you believed that if PBGC
24 issued the notice of determination, Renco
25 would come to the PBGC and negotiate a
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2      A.    Okay.
3      Q.    What was the game plan at this time
4 in terms of trying to reach resolution with
5 Renco?
6      A.    The game plan broadly is to use
7 termination or the threat of termination to
8 get protections for the pension plans, and the
9 protections we were seeking in this case were

10 a guarantee from Renco.
11      Q.    And if you didn't get a guarantee,
12 the termination stays; is that the game plan?
13      A.    The game plan was we would move
14 forward with termination.
15      Q.    And when you say "move forward with
16 termination," after you've already issued the
17 notice of determination, what steps would that
18 entail?
19      A.    So there are two ways you can do
20 this.  You can terminate -- you can move to
21 terminate and issue the NODs without telling
22 the company that you are going to do that.
23 Ultimately, we decided to do something else.
24 We got the approval for the terminations and
25 then told the company what we were doing.
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2      Q.    What did you tell the company you
3 were doing?
4      A.    That we were moving to terminate the
5 plans.
6      Q.    Why did you go that route instead of
7 the other way that you just described?
8      A.    Because I thought it would be
9 successful.

10      Q.    So you were betting that just by
11 simply threatening the termination, that you
12 would be able to negotiate a resolution with
13 Renco?
14      A.    I thought so.
15      Q.    By the 13th, though, that had
16 changed, hadn't it?  Your thinking was that
17 you weren't going to be able to negotiate a
18 resolution, right?
19      A.    No, that's not true.
20            MR. PERRA:  Let me -- we'll get to a
21      document in a minute.  You can put that
22      one aside.
23            (Cann Exhibit 16, e-mail string
24      beginning with e-mail dated January 7,
25      2012 with attachments bearing Production
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2 look at the last page of each of them, is both
3 4042(a)(2), that the plan will not be -- that
4 the plan will be unable to pay benefits when
5 due; and also 4042(a)(4), long-run loss,
6 right?
7      A.    Correct.
8            MR. PERRA:  Do you want to take a
9      five-minute break?  We have been going

10      over an hour.
11            MR. MENKE:  Sure.  I would be happy
12      to.
13            THE VIDEOGRAPHER:  This marks the
14      end of tape number three.  We are going
15      off the record at 2:55 p.m.
16            (Recess)
17            (Cann Exhibit 17, e-mail string
18      beginning with e-mail dated January 9,
19      2012 bearing Production Nos. PBGC 50805
20      through 806, was marked for
21      identification)
22            THE VIDEOGRAPHER:  This marks the
23      start of tape number four.  We're back on
24      the record at 3:03 p.m.
25 BY MR. PERRA:
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2      Nos. PBGC 38936 through 947, was marked
3      for identification)
4      Q.    Mr. Cann, Exhibit 16.  These are a
5 series of e-mails with attachments of
6 termination and trusteeship decision records,
7 correct?
8      A.    Correct.
9      Q.    And this is from Friday January 6th

10 and Saturday January 7th, right?
11      A.    Correct.
12      Q.    Okay.  And these are drafts of, you
13 know, the TDR's that you have described
14 earlier, right?
15      A.    Yes.  These attachments are, yes.
16      Q.    And these draft TDR's show an
17 unfunded benefit liability between the WCI
18 plan and the Wheeling plan of a total of 69
19 million, correct?
20      A.    Do you want me to do the math?
21      Q.    Well, it's on the e-mail that is the
22 second page, a summary.
23      A.    Yes.
24      Q.    And the reason given in these draft
25 TDR's for the termination is both -- if you
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2      Q.    I am going to show you what's been
3 marked as Cann Exhibit 17.
4      A.    (Witness reviewing document).
5      Q.    I would like you to focus on the
6 e-mail that's on the bottom of page 1.
7      A.    Okay.
8      Q.    This is Mr. Speicher writing back to
9 you checking in on the newspaper publication,

10 right?
11      A.    Right.
12      Q.    And he's saying that to get it in
13 publication for Thursday, Jan 12, the
14 termination would need to be signed and the
15 notice sent by close of business tomorrow,
16 Tuesday, right?
17      A.    Correct.
18      Q.    And he asks whether he should be
19 making space reservation for ads, right?
20      A.    Okay.
21      Q.    And you tell him no, right?
22      A.    Right.
23      Q.    "We had a call with the company this
24 morning," and so there was a call on January
25 9th with Renco, right?
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2      Q.    What is this document?
3      A.    This is the memo recommending the
4 special circumstances to have the termination
5 package approved outside of the TWG.
6      Q.    Is this something you prepared?
7      A.    My guess is that Stephanie Thomas
8 prepared it.
9      Q.    Your guess, or is there something

10 more to your answer than a guess?
11      A.    Well, you know, this sort -- this
12 sort of thing doesn't happen very often and I
13 think that she -- my recollection is that she
14 prepared this.
15      Q.    Did you have input into it?
16      A.    A lot of it is cut and paste from
17 the TWG memo that I had input into.
18      Q.    Did you review it before it was
19 sent?
20      A.    I probably did.
21      Q.    Did you provide comments?
22      A.    I don't know.
23      Q.    Did you agree with what was in it?
24      A.    Yes.
25      Q.    So you would agree that as of
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2      A.    Correct.
3      Q.    Okay.  But it could take place
4 quickly.  That was true, right?
5      A.    Correct.
6      Q.    And it could take place without
7 notice to PBGC, right?
8      A.    Correct.
9      Q.    So you knew as of Wednesday, January

10 11, that a transaction could happen and you
11 might not hear about it before it happens,
12 right?
13      A.    Correct.
14      Q.    If you look at page 3, the top
15 heading is "Rejection of protection for the
16 plan."  That is a reference to Renco rejecting
17 protection; is that correct?
18      A.    Yes.
19      Q.    All right.  And in this, it says,
20 "After learning of the transaction, the case
21 team expressed its concerns to Renco, and on
22 January 4th, 2011 requested a guarantee from
23 Renco.  We reiterated this request in writing
24 on January 5th, 6th, and 10th.  Renco has not
25 agreed to provide this or any protection for
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2 January 11, 2012 it was PBGC's position that
3 the pension plans at issue should be
4 terminated immediately?
5      A.    Yes.
6      Q.    And that because of the
7 circumstances, and particularly that time is
8 of the essence, that you needed to do the
9 special circumstances track; is that right?

10      A.    Correct.
11      Q.    And if you look at page 2, the last
12 paragraph right under the heading "Break-up of
13 RG Steel's controlled group," do you see the
14 last sentence says, "The timing of the closing
15 of the transaction is not clear."
16            That's a true statement, right?
17      A.    Where is that?
18      Q.    Under -- on page 2?
19      A.    Yes.
20      Q.    Under the heading, "Break-up of RG
21 Steel's controlled group," first paragraph,
22 last sentence.
23      A.    Yes.
24      Q.    The timing of the closing of the
25 transaction wasn't clear at this point, right?
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2 the plans."
3            Is that all true?
4      A.    That's true.
5      Q.    So as of Wednesday, the conclusion
6 at the PBGC is that discussions about a
7 guarantee are going nowhere, right?
8      A.    Correct.
9      Q.    And that they've rejected that

10 notion for protection of the plan, right?
11      A.    Correct.
12            (Cann Exhibit 21, e-mail dated
13      January 11, 2012 bearing Production No.
14      PBGC 58696, was marked for
15      identification)
16      Q.    I'm going to show you what's been
17 marked as Cann 24.
18            THE WITNESS:  21.
19            MR. MENKE:  21.
20            MR. PERRA:  I'm sorry, guys.
21            THE WITNESS:  It says 21 on here.
22            MR. PERRA:  This is like the third
23      time.
24            MR. MENKE:  This is Cann Exhibit 21.
25            MR. PERRA:  Cann Exhibit 21.  Thank
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2      you.
3      Q.    56 is an e-mail from Stephanie
4 Thomas dated Wednesday, January 11th to Andrea
5 Schneider and others including you as a cc.
6            Do you remember this e-mail?
7      A.    Not specifically, but I did get it.
8      Q.    Okay.  Is this consistent with your
9 testimony that Stephanie Thomas was the one

10 who drafted the special circumstances memo?
11      A.    It is.
12      Q.    Okay.  And it's true that as of
13 Wednesday, January 11th, that memo was
14 currently with Michael Rae for his signature?
15      A.    The TWG memo was.
16      Q.    Yes.  And it's true that as of this
17 date, the folks at the PBGC expected that the
18 notice of determination would be signed on
19 Thursday?
20      A.    Correct.
21      Q.    That did not take place, right?
22      A.    That did not take place.
23            (Cann Exhibit 22, e-mail string
24      beginning with e-mail dated January 13,
25      2012 bearing Production Nos. PBGC 51415
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2 tried Ari Friday morning, didn't get him, so I
3 called John.
4      Q.    Did you and Mr. Grimaldi change
5 voicemail messages Thursday night?
6      A.    I don't recall.
7      Q.    Do you recall Mr. Grimaldi calling
8 you back and not reaching you Thursday night?
9      A.    I don't recall.  I don't think he

10 did, though.
11      Q.    How did you leave a message with Ari
12 Rennert?
13      A.    Voicemail.
14      Q.    Did you leave a substantive message?
15      A.    I don't believe I did.  I didn't
16 say, "Hey, we're terminating your pension
17 plan."
18      Q.    Okay.  You know, I've got to ask the
19 question.
20            You told him to call you back?
21      A.    Yes.
22      Q.    Okay.  And tell me everything that
23 you remember telling Mr. Grimaldi in your
24 phone call with him Friday morning?
25      A.    Sure.  I told him that we're moving
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2      through 417, was marked for
3      identification)
4      Q.    I show you what's been marked as
5 Cann Exhibit 22.  I would like you to focus on
6 the e-mail that's not redacted at the top of
7 the page.  It's from you to Stephanie Thomas
8 and Colin Albaugh, with a cc to others.
9            Do you see that?

10      A.    Yes.
11      Q.    It's Friday, January 13th in the
12 morning, right?
13      A.    Correct.
14      Q.    And you're telling the folks at with
15 PBGC that you just spoke with John Grimaldi at
16 Renco, and you told him that PBGC is moving
17 forward with the termination action; is that
18 right?
19      A.    Yes.
20      Q.    How did that phone call come about
21 with Mr. Grimaldi?
22      A.    I called Ari on Thursday, and he
23 never called me back.  I called Ari on
24 Thursday to convey that same information to
25 Ari.  He didn't call me back, so I might have

Page 185

1                    D. Cann
2 forward with the termination action, and that
3 this action could be stopped with the
4 guarantee that we had previously proposed.
5 Absent that, this was when I proposed a
6 standstill, short-term standstill that would
7 keep Renco in the controlled group until such
8 a time that we could negotiate protections.
9      Q.    So you mentioned the standstill on

10 the phone with Mr. Grimaldi?
11      A.    Yes.
12      Q.    And did you tell him what you meant
13 by a standstill?
14      A.    Well, I probably explained what I
15 meant, yes.
16      Q.    When you say probably, do you have a
17 specific recollection of telling him what you
18 meant by a standstill?
19      A.    Only what's in this e-mail.
20      Q.    What did Mr. Grimaldi say to you?
21      A.    He said he would talk to the
22 Rennerts.
23      Q.    Did he say anything else?
24      A.    Not that I recall.
25      Q.    Is there a reason there was just you
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2 on the phone call as opposed to some of the
3 other phone calls when you had some other
4 members of the team on?
5      A.    Only that I was conveying some
6 information.  I don't know.  I don't remember
7 if he called me or I called him, but that's
8 the way it was.
9      Q.    Okay.

10      A.    You know, I guess -- yes.
11      Q.    Did you ask other people to join the
12 call and they weren't able to?
13      A.    I did not.
14      Q.    Do you have any notes of the call?
15      A.    These.
16      Q.    Handwritten notes I mean.
17      A.    No.
18      Q.    Do you take handwritten notes when
19 you're on a telephone call?
20      A.    I don't.
21      Q.    Never, as a matter of practice?
22      A.    Well, no.  I do, yes.  And maybe I
23 transcribed those notes into this, but this
24 phone call was not a long phone call.
25      Q.    Okay.  I am just trying to get an
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2      Q.    How about the other phone calls that
3 you were on there, some of -- there's been
4 some notes produced by other people on those
5 phone calls.  Do you know whether you took
6 notes of other phone calls?
7      A.    No, I probably did.  Absolutely.
8      Q.    Okay.  And those would have been
9 destroyed as well?

10      A.    Yes.
11      Q.    And you don't know when you would
12 have destroyed those notes?
13      A.    I don't know when I would have
14 destroyed those.
15      Q.    What about notes of the phone call
16 later in the day on Friday with Ari and Ira
17 Rennert?  Would you have made handwritten
18 notes of that phone call?
19      A.    I don't recall whether I did.
20      Q.    It's possible?
21      A.    It's possible.
22      Q.    And if you had made notes of that
23 call, you would have destroyed them?
24      A.    Yes.  And if I had made notes of
25 that call, just to be clear -- if I make notes
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2 understanding of your practice.  So you may
3 have taken notes of this phone call,
4 handwritten notes?
5      A.    I may have taken notes of this phone
6 call.
7      Q.    And then transcribed them into an
8 e-mail?
9      A.    Right.  Immediately.

10      Q.    And what would have happened to your
11 handwritten notes?
12      A.    They would have been recycled.
13      Q.    When would you have recycled them?
14 Do you make a periodic throwing away of notes?
15      A.    Yes.
16      Q.    How often?
17      A.    I do it as often as I need to.
18      Q.    Monthly?  Weekly?  Daily?
19      A.    I don't know.
20      Q.    During this time period?
21      A.    I don't know.  And I -- like I said,
22 I don't even know I took any notes.
23      Q.    You're saying it's possible; you
24 just don't remember?
25      A.    It's possible.
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2 of the call, I put those notes into an e-mail
3 and send them out, so, you know, I -- to
4 document the call.  Nobody wants to read my
5 handwritten notes.
6      Q.    And you have a practice of doing
7 that?
8      A.    I do.
9      Q.    So if you have a call, you'll

10 typically make handwritten notes, transcribe
11 them into an e-mail, and then send the e-mail?
12      A.    Yes.  Somebody does.  You saw
13 earlier where Jack had done so or Chris had
14 done so.
15      Q.    Someone's typically tasked with
16 making a record of that phone call?
17      A.    Correct.
18      Q.    And so these phone calls that you're
19 on on Friday the 13th, you're the only one on
20 them, so you are the person tasked with that,
21 right?
22      A.    Correct.
23      Q.    Okay.  How about on the later phone
24 call with Ari and Ira Rennert?  Didn't you
25 think it important to have someone else from
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2 the PBGC on that call?
3      A.    I would have liked to.  They called
4 me, and I wasn't given -- given how hard a
5 time I had getting ahold of those guys, I
6 wasn't going to put them on hold and say,
7 "I'll call you back."  It was just me.  They
8 called me in my office, and I decided to talk
9 to them.

10      Q.    When you called Ari the night -- the
11 day before on Thursday, was somebody with you
12 when you made that call?
13      A.    No.
14      Q.    So why wouldn't you have someone
15 with you in making that call when it's you
16 placing the call?
17      A.    Because I was just talking with Ari.
18      Q.    Why did you think that you should do
19 the call with Ari alone when you thought that
20 other calls should be done with other people
21 from your team?
22      A.    Because we had more than one people
23 on the other calls.
24      Q.    So sort of, if they have two, I want
25 two kind of thing?  If they have three, I want
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2 on the phone with them, but you didn't ask
3 them to come and join?
4      A.    I think I was responding -- in that
5 e-mail, I think I was responding to a message
6 I happened to get while I was on the call.  I
7 don't think I was saying, "Hey, gee, I am on
8 the phone with Ari and Ira."
9      Q.    Putting aside what you responded,

10 you did say that --
11      A.    I did.
12      Q.    -- "I'm on the phone with Ari and
13 Ira."
14      A.    Absolutely.
15      Q.    And you didn't say, "Come on over
16 and listen in, guys."
17      A.    I did not.
18      Q.    Are their offices close to yours,
19 Jack and Chris?
20      A.    Jack and Chris's are.  Again, I
21 don't know that they were there that day.
22      Q.    How far away are their offices?
23      A.    They're very close.
24      Q.    So if you had sent them a note
25 saying, "I'm on with Ari and Ira," would they
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2 three?
3      A.    I think it's good practice, yes.
4      Q.    Didn't you think it important to
5 have someone else on the call with the
6 principals of Renco when you're relying so
7 heavily on what they say to you?
8      A.    In hindsight, yes.
9      Q.    But not at the time?

10      A.    I'm sure it crossed my mind, but
11 again, I had such a hard time getting those
12 guys on the phone to convey this message, I
13 did not want to put it off.
14      Q.    Well, while you were on the phone
15 with Ari and Ira, you were e-mailing the other
16 people on your team, right?
17      A.    Right.
18      Q.    Why didn't you say, "Come on over."
19 Or, "I'm on the phone with Ari and Ira.  I
20 would like you to come"?
21      A.    I don't know that anybody was there,
22 specifically Jack or Chris.  I wouldn't have
23 the lawyers come because Ari and Ira didn't
24 have their lawyers on the phone.
25      Q.    So you wanted to tell them you were
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2 have been interested, if they were in the
3 office, to come and listen?
4      A.    They would have been, yes.
5      Q.    The call was around 10:00 a.m.  Is
6 that the best recollection you have?
7      A.    Yes.
8            (Cann Exhibit 23, e-mail string
9      beginning with e-mail dated January 13,

10      2012 bearing Production Nos. PBGC 50581
11      through 583, was marked for
12      identification)
13      Q.    I show you Cann Exhibit 23.  This is
14 the e-mail that you just gave testimony about
15 from you to Stephanie Thomas, Colin Albaugh,
16 Jack Butler, and Christopher Gran that you're
17 on the phone with Ari and Ira at 10:04 a.m. on
18 Friday, January 13th, correct?
19      A.    Correct.
20      Q.    Now, did you transcribe notes from
21 the call with Ari and Ira into an e-mail?
22      A.    I did.
23      Q.    And did you send that to people?
24      A.    I did.
25      Q.    Did you send that e-mail at the time
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2 after -- at the time or sometime after the
3 phone call with Ari and Ira?
4      A.    Sometime after.
5      Q.    Same day?
6      A.    Yes.
7      Q.    Do you know the group to which you
8 sent it?
9      A.    I don't recall.

10      Q.    Would it go to the team, the case
11 team?
12      A.    It would have been the case team.
13 It might have been others, including the CPAD
14 group, also.
15      Q.    And did you also have conversations
16 with people on the case team about the call
17 with Ari and Ira?
18      A.    I probably did.
19      Q.    Who did you talk to?
20      A.    I don't remember.
21      Q.    Did you talk to Stephanie Thomas?
22      A.    I don't know that I could have
23 gotten hold of her based on this last e-mail
24 where she's out of the office.  I guess I
25 talked to her that afternoon.
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2 certain period of time.
3      Q.    Did you say anything else?
4      A.    Well, I know that they said stuff.
5      Q.    We'll get to that.
6      A.    Okay.  I probably said stuff to
7 react to what they said.
8      Q.    Did you lead off the phone call?
9 Did you speak first?

10      A.    Yes.
11      Q.    In terms of the substance that you
12 just conveyed to me?
13      A.    Yes, I mean, I think -- they were
14 calling me back, right, because they had heard
15 from Grimaldi about my conversation with him.
16 So they probably said, "What are you doing?"
17      Q.    Okay.  So your best recollection is
18 they led off the phone call because they
19 called you with something to the effect of,
20 "What's going on?  What are you doing?"
21      A.    Right.
22      Q.    And then you spoke substantively
23 next?
24      A.    Yes.
25      Q.    And you conveyed the three things
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2      Q.    Did you talk to Christopher Gran?
3      A.    I don't recall.
4      Q.    Did you talk to Mr. Butler?
5      A.    I don't recall.
6      Q.    Did you talk to Colin Albaugh?
7      A.    I don't recall.  I am pretty sure I
8 would have talked to Michael Rae though.
9      Q.    Do you remember one way or the other

10 talking to Michael Rae?
11      A.    I don't.
12      Q.    Tell me everything that you said on
13 that phone call?
14      A.    Everything I said?
15      Q.    That you remember as you sit here
16 today.
17      A.    Okay.  So I said that PBGC is moving
18 forward with terminating the pension plan --
19 pension plans of RG Steel, and we can stop
20 this action with either the guarantee that we
21 had previously discussed or, absent the
22 guarantee, a standstill -- a short-term
23 standstill agreement that would allow for a
24 negotiated settlement.  And the standstill
25 would keep Renco in the control group for a
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2 that you just testified to, that PBGC is
3 moving forward with termination, you can stop
4 this with either a guarantee or, absent a
5 guarantee, a standstill, and that the
6 standstill would keep Renco in the controlled
7 group?  Is that right?
8      A.    Correct.
9      Q.    And then they spoke?

10      A.    Yes.
11      Q.    I just want to focus on each of
12 those three points that you conveyed.  When
13 you said -- is the words that you used "moving
14 forward with termination"?
15      A.    I don't know specifically.  I might
16 have said, "We have a termination approved
17 that we are prepared to move forward with,"
18 and that was absolutely true at that point.
19      Q.    You can't remember the exact words
20 you used though?
21      A.    No.
22      Q.    But it was either, "We have a
23 termination approved," or, "We are moving
24 forward with the termination," something to
25 that effect?
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2      A.    Something to that effect.
3      Q.    Your second point, you said, "You
4 can stop this," and you mean stop the moving
5 forward with the termination?
6      A.    Correct.
7      Q.    With either a guarantee, or absent a
8 guarantee, a short-term standstill; is that
9 right?

10      A.    That's right.  And the standstill
11 would keep Renco in the controlled group until
12 such time that we could get a negotiated
13 settlement.
14      Q.    You were the first person to raise
15 the concept of a standstill on this phone
16 call?
17      A.    Yes.
18      Q.    They didn't raise it?
19      A.    They did not raise it.
20      Q.    Other than saying that this
21 standstill would keep Renco in the controlled
22 group for a short period of time, did you say
23 anything else about what the terms of such a
24 standstill would be?
25      A.    I didn't.
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2 and besides equity is off the table."
3      Q.    Anything else?
4      A.    Yes.  They indicated that they were
5 amenable to a standstill agreement and to send
6 it over.
7      Q.    Did they say anything else?
8      A.    Not that I recall.
9      Q.    Just taking each of those, so Ira

10 says, "Don't do that"; is that right?
11      A.    Correct.
12      Q.    What did you take that to mean?
13      A.    Don't proceed with the termination
14 action.
15      Q.    He also says -- and this is Ira
16 speaking, saying, "We're in a delicate
17 situation."  Is that what he said?
18      A.    Yes.
19      Q.    And he explained that the delicate
20 situation was they were in the process of
21 restarting Sparrows Point; is that correct?
22      A.    Right.
23      Q.    Did he say anything else about a
24 delicate situation?
25      A.    Well, in general -- obviously, you
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2      Q.    Did you talk about how long it would
3 be?
4      A.    No.
5      Q.    Okay.  So then they speak, right?
6      A.    Yes.
7      Q.    Who speaks Ira or Ari?
8      A.    Ira.
9      Q.    So you speak first -- they say,

10 "What's going on?"  You say what you have
11 testified to.  And then Ira says something?
12      A.    Correct.
13      Q.    What does Ira say?
14      A.    Ira says --
15      Q.    And I'd like you to try to remember
16 exactly what was said in terms of the words.
17      A.    Okay.  Ira says, "Don't do that.
18 We're in a very delicate situation right now.
19 We're trying to restart the plant at Sparrows
20 Point.  And by the way, you know, we don't --
21 a transaction is not imminent."
22            And now the imminent part, I don't
23 know if that's Ira or Ari because they're
24 both -- they both participate in this call,
25 right.  So, "The transaction is not imminent,
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2 know, this goes back to what we talked about
3 before -- termination being a big deal.  It
4 would cause everything to kind of fall apart,
5 right?
6            It would -- you have collectively
7 bargained employees, and the pension plan is
8 part of the collective bargaining agreement.
9 So the collective bargaining agreement would

10 be in jeopardy.  And I think that's all part
11 of the delicate place that they were in at
12 that point.
13      Q.    Are you testifying as to what you
14 took it to mean when he said delicate
15 situation, or did he say the things that you
16 just said to you?
17      A.    I am taking what a delicate
18 situation is.
19      Q.    Right, so he didn't -- did he say
20 anything about the collective bargaining
21 agreement?
22      A.    He did not.
23      Q.    Is the only fact that he mentioned
24 on that phone call in terms of a delicate
25 situation, the issue of restarting Sparrows
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2 Point?
3      A.    He mentioned that.  He also
4 mentioned just employees in general.
5      Q.    Employees in general?
6      A.    Yes.
7      Q.    Meaning employees' jobs?
8      A.    Yes.
9      Q.    Is there any other facts that he

10 said in connection with the comment that it
11 was a delicate situation?
12      A.    No.  You know, around that time, we
13 did receive some correspondence from some
14 members of congress about the situation at RG
15 Steel, and I think he might have mentioned
16 that as well.
17      Q.    That members of congress had been
18 concerned about the situation at RG Steel?
19      A.    Yes.
20      Q.    So he said something in connection
21 with the notion of a delicate situation about
22 that?
23      A.    He might have.
24      Q.    You don't remember one way or the
25 other?
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2 you don't know?
3      A.    I believe it's Ari.
4      Q.    But you're not certain?
5      A.    I'm pretty sure.
6      Q.    Okay.  So he says "not imminent."
7 Is that exact words?
8      A.    Yes.
9      Q.    He says, "Pencils are down."

10      A.    He says, "Pencils are down."
11      Q.    Sorry.  Are those the exact words?
12      A.    Yes.
13      Q.    And he says, "Besides, equity is off
14 the table."  Is that the exact words?
15      A.    Equity is off the table is the
16 compact words.
17      Q.    And what did you take that to mean?
18      A.    I took that to mean that -- which
19 "that"?
20      Q.    Equity is off the table.
21      A.    I took that to mean that any
22 financing transaction would not include equity
23 to the investor.
24      Q.    Are you including in that notion
25 warrants or stock or both?
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2      A.    No.
3      Q.    Did he say anything else in
4 connection with the notion of a delicate
5 situation to you?
6      A.    Not that I recall.
7      Q.    So someone says, "By the way, a
8 transaction is not imminent."
9      A.    Correct.

10      Q.    You don't know whether that's Ira or
11 Ari?
12      A.    I believe that's Ari.
13      Q.    Why do you believe that's Ari?
14      A.    Because Ari has said that to me a
15 number of times over the past two weeks.
16      Q.    And so the phrase -- it was the --
17 were the exact words, "It's not imminent"?
18      A.    Correct.
19      Q.    Did he say anything else about the
20 status of a potential transaction?
21      A.    He said equity -- well, he said,
22 "Pencils are down."  He used that phrase
23 exactly.  And he said, "Equity is off the
24 table."
25      Q.    That's all Ari speaking, or Ira, or
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2      A.    I am including both.
3      Q.    And what led you to believe that you
4 should include both?
5      A.    I don't know, except that, you know,
6 as I testified before, if they had moved
7 forward with that Elliott transaction, I would
8 have terminated the plan because I would have
9 been pretty concerned about those warrants.

10      Q.    You would have considered those
11 warrants to be the equivalent of equity?
12      A.    I would have considered those
13 warrants to be pretty easy to break the
14 controlled group with.
15      Q.    But would you also consider them to
16 be equivalent to equity?
17      A.    I don't know.
18      Q.    But when Ari uses the word "equity,"
19 you take equity to be defined as both warrants
20 and general ownership?
21      A.    Right.
22      Q.    That's correct?
23      A.    That's correct.
24      Q.    And then who says, "We are amenable
25 to a standstill"?

Case 1:13-cv-00621-RJS   Document 61-11   Filed 06/20/14   Page 21 of 31



TSG Reporting - Worldwide     877-702-9580

53 (Pages 206 to 209)

Page 206

1                    D. Cann
2            Before I get to that, are those
3 exact words too, "amenable to a standstill"?
4      A.    I don't think so.
5      Q.    That's the best that you can
6 remember in terms of what was conveyed?
7      A.    Yes.  I don't think that they said
8 "amenable to a standstill."  I think I said,
9 "We are moving forward with termination."

10 They said, "Don't do that."  I said, "Let's
11 put a standstill in place," and then they
12 said, "Okay.  Send it over."
13      Q.    So you spoke again then after they
14 talked?  Because you had just testified what
15 you said in the outset, which was, "We can
16 stop this by a guarantee or, in the absence of
17 a guarantee, a standstill" --
18      A.    Right.
19      Q.    -- and that the standstill would
20 require Renco to remain in the controlled
21 group, right?
22      A.    Right.
23      Q.    So you later say, "Let's put a
24 standstill in place," or is this before?
25      A.    It's during the course of the call.

Page 208

1                    D. Cann
2      A.    Yes, although that's not an exact
3 quote.
4      Q.    That's the best you can remember?
5      A.    Yes.
6      Q.    They didn't agree to a standstill on
7 the phone call, did they?
8      A.    Not that I recall.
9      Q.    They were going to look at whatever

10 you sent, was your takeaway, right?
11      A.    Yes, with the understanding that no
12 transaction was imminent and --
13      Q.    You know, just on this point.  I got
14 your testimony on no transaction is imminent.
15            But on the point of the standstill.
16 They did not agree to a standstill on this
17 phone call, did they?
18      A.    They knew that we were going to move
19 forward with a termination action absent a
20 standstill and they wanted -- they wanted to
21 look at the standstill.
22      Q.    Again, my question is, they didn't
23 agree to a standstill on the phone call?
24      A.    They did not.
25      Q.    They were going to look at what you
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2 I didn't waiver from that position.
3      Q.    And your testimony before was that
4 they said they were amenable to a standstill.
5 Are you changing that, or are you saying
6 something else?
7      A.    I didn't that they said they're
8 amenable.  I said they indicated that they are
9 amenable to a standstill.  And the way they

10 are amenable to the standstill, is, "We are
11 moving forward with a termination action
12 unless we get this standstill in place."  And
13 they say, "Okay.  Send it over."
14      Q.    So they never said they were
15 amenable to a standstill?
16      A.    They did not.
17      Q.    That was your takeaway?
18      A.    That was my takeaway.
19      Q.    What you said was, "We are moving
20 forward with a termination action unless we
21 get this standstill in place."  That's what
22 you said?
23      A.    Correct.
24      Q.    And the response was, "Okay.  Send
25 it over"?
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2 sent?
3      A.    They were going to look at what we
4 sent, yes.
5      Q.    And you learned later from an e-mail
6 from Ari that he said, "Thanks, and we're
7 going to send this over to my lawyers to look
8 at," right?
9      A.    Correct.

10      Q.    So your -- when the day was over on
11 Friday, your understanding was that there was
12 no agreement yet on a standstill, right?
13      A.    That's correct.
14      Q.    Have you now testified to everything
15 that you can remember from that phone call?
16      A.    I think so.
17      Q.    Do you remember anything else being
18 said either by you or by them?
19      A.    No.
20      Q.    Was the, okay, send it over, was
21 that the end of the phone call?
22      A.    I think so.
23      Q.    Did you tell him -- did you tell
24 them that you were -- based on the phone call
25 you were not going to terminate?

Case 1:13-cv-00621-RJS   Document 61-11   Filed 06/20/14   Page 22 of 31



TSG Reporting - Worldwide     877-702-9580

54 (Pages 210 to 213)

Page 210

1                    D. Cann
2      A.    I did not.
3      Q.    Did you leave them with the
4 impression that you were going to continue to
5 move forward with the termination?
6      A.    I hope so.
7      Q.    That was your goal, right?
8      A.    That was my goal.
9      Q.    That phone call, you wanted convey

10 to them you are moving full-bore forward with
11 termination, right?
12      A.    Yes.  I didn't say I wasn't.
13      Q.    Well, you actually wanted to convey
14 the opposite.  You wanted to convey that you
15 are moving full-steam ahead with the
16 termination to get them to the bargaining
17 table to agree to some protection for the
18 pension plans, right?
19      A.    Correct.
20      Q.    And you into you that the guarantee
21 hadn't worked up until that point, right?
22      A.    That's right.
23      Q.    And so you were proposing now
24 something new in the form of a standstill?
25      A.    Well, yes, because we were out of
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2      on the record at 4:05 p.m.
3            MR. PERRA:  At a break, Mr. Menke
4      asked to put something on the record
5      about the draft notices of determination
6      that were in the production, which we
7      also realized during the course of the
8      day were in the production.  I think you
9      wanted to provide the Bates numbers.

10            MR. MENKE:  Right, I -- just for
11      record -- there was some talk earlier
12      about whether or not they had been in our
13      production.  They were prepared, and they
14      have been produced in discovery to the
15      plaintiffs -- or to the defendants,
16      excuse me, with numbers PBGC 000044845
17      and 46.  That's the two draft NODs for
18      the two plan terminations that might have
19      but did not occur in January of 2012.
20            MR. PERRA:  Thank you.
21 BY MR. PERRA:
22      Q.    And, Mr. Cann, to be clear, you
23 didn't remember one way or the other as to
24 whether or not those things had been prepared;
25 is that right?
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2 time.  Yes.
3      Q.    And the standstill -- other than
4 saying that the -- I'm sorry.  I won't ask you
5 that.  You've already answered that.  Okay.
6            During the phone call, did you give
7 them a deadline to get back to you?
8      A.    I don't think I did.
9      Q.    Did you tell them that you wanted to

10 speak over the weekend?
11      A.    I did not.  I was hoping we could
12 get the standstill out to them much sooner
13 than we actually did.
14      Q.    What do you mean by that?
15      A.    It was 10 o'clock in the morning.  I
16 was hoping that we could get a standstill out
17 to them before noon, and we could put it in
18 place that day.
19            MR. PERRA:  Can we take five
20      minutes?
21            THE VIDEOGRAPHER:  Going off the
22      record at 3:52 p.m.
23            (Recess)
24            THE VIDEOGRAPHER:  This marks the
25      start of tape number five.  We are back
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2      A.    I thought they had been.  I thought
3 they had been drafted.  I knew that they were
4 not signed.
5            MR. PERRA:  Okay.  Thank you.
6            (Cann Exhibit 24, Case Issue Summary
7      Report from 10/1/2000 to 1/23/2012
8      bearing Production Nos. PBGC 51581
9      through 51622, was marked for

10      identification)
11      Q.    I am going to show you what's been
12 marked as Cann Exhibit 24.  It's a big
13 document, but if you -- hopefully you will
14 recognize it by looking on the first page.
15      A.    (Witness reviewing document).
16            So it's just the first page that I
17 should be looking at?
18      Q.    Yes, for now.
19      A.    Okay.
20      Q.    Does PBGC maintain a log of contacts
21 or comments for particular matters?
22      A.    Generally, yes.
23      Q.    Is that called Case Issue Summary
24 Report?
25      A.    It's -- well, you can access certain
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2 of that information from that, but all the --
3 within our -- I don't even know what you would
4 call it -- case system, you can log in phone
5 calls and summarize them within that system.
6      Q.    Okay.  And is that something that
7 you do?
8      A.    That's something I don't do.  The
9 financial analyst would.

10      Q.    So in this case, Butler and Gran?
11      A.    Correct.
12      Q.    Okay.  So in this document, you'll
13 see a column with the DISC financial analyst
14 in there.  It says Butler and Gran, with an
15 entry for the Renco Group.  And you see Case
16 Issue Category, Controlled Group Change; Date
17 Opened, 12/30/11; Number of Days Open, 24;
18 Underfunding, 69,900,000; Participants, 1,381;
19 Ratio, 39 percent; Date of Data, 1/31/12;
20 Source of Data, PIP; and then a comments
21 section.
22            Do you see all that?
23      A.    Yes.
24      Q.    Do you see also there is "next
25 steps," and it's been redacted; OCC attorneys,
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2      A.    Yes, I do.
3      Q.    The way you would do that is on your
4 computer?
5      A.    Yes.
6      Q.    But you yourself do not make
7 entries?
8      A.    Generally, no.  Sometimes I do.
9      Q.    Did you make any entries with

10 respect to the Renco matter?
11      A.    No, I didn't.
12      Q.    Do you know why there is no entries
13 before January 13th, 2012?
14      A.    I don't know why.
15      Q.    Do you know who made the entry on
16 1/13/12?
17      A.    I don't know.
18      Q.    Do you know who made the entry on
19 1/17/12?
20      A.    I don't know.  I mean either Gran or
21 Butler.
22      Q.    It would have to be one or the
23 other?
24      A.    It would, yes.
25      Q.    And the same is true for 1/13/12; it
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2 Colin Albaugh; and DISC actuary, O'Neill.  Is
3 this the log for the Renco matter for phone
4 calls?
5      A.    No.  This is a summary that would
6 really state the current -- it's supposed to
7 give, like, the latest information.
8      Q.    So are entries made as the case
9 develops in this system?

10      A.    They are.
11      Q.    Okay.  So there would be entries
12 from the period of time that it's opened until
13 the time that the matter is closed; is that
14 right?
15      A.    There should be.
16      Q.    Okay.  If you look at this, there is
17 entries for 1/13, 1/17 and 1/18/2012.
18            Do you see that?
19      A.    Yes.
20      Q.    Okay.  Do you know whether entries
21 were made for things that happened prior to
22 1/13/12?
23      A.    I don't know.
24      Q.    Do you ever go into this and look at
25 it?
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2 would have been Gran or Butler?
3      A.    Correct.
4      Q.    And the same is true for 1/18/12?
5      A.    Correct.
6      Q.    Okay.  Would you have any input into
7 what the entries say?
8      A.    I don't review them before they're
9 entered.

10      Q.    I think before we break, you said
11 that you had hoped that the standstill
12 agreement would get done on Friday the 13th;
13 is that correct?
14      A.    Correct.
15      Q.    You thought that you would have it
16 signed up by then?
17      A.    That was my hope.
18      Q.    Okay.  Do you know when it went out
19 the door?
20      A.    I want to say it was -- it was
21 definitely later than I had hoped.  It was I
22 believe after three o'clock.
23      Q.    Why was it later than you hoped?
24      A.    Because it didn't get done before
25 then.
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2      Q.    Who was responsible for preparing
3 the draft of the standstill?
4      A.    I think Bill McCarron and Colin
5 Albaugh.  It was probably mostly McCarron.
6      Q.    What is McCarron's position?
7      A.    He is an assistant chief counsel in
8 the office of chief counsel.
9      Q.    Had he been involved in this matter

10 before?
11      A.    No.
12      Q.    Is the reason that Mr. McCarron was
13 involved was because Ms. Thomas was out of the
14 office?
15      A.    No.
16      Q.    He would have been the person to
17 draft this in all events?
18      A.    He is -- he is the primary
19 transaction guy within OCC who is responsible
20 for drafting agreements.
21      Q.    Did you have input into what the
22 agreement would say?
23      A.    Yes.
24      Q.    So you had a conversation with
25 Mr. McCarron?
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2      Q.    Did you provide the attorneys with
3 any models or templates that you had used in
4 the past?
5      A.    I don't -- I don't remember.
6      Q.    And what was the involvement of
7 Mr. Albaugh?
8      A.    I think he was -- I think he worked
9 with Bill McCarron on the standstill.  I don't

10 know.
11      Q.    Did they get to you a draft?
12      A.    They did.
13      Q.    And then did you provide comments to
14 that draft?
15      A.    I think so.
16      Q.    So there was some back and forth
17 with the attorneys as to the contents of the
18 draft?
19      A.    That's typically the way it works.
20      Q.    And at some point, it goes out?
21      A.    Correct.
22      Q.    Did you discuss it with anyone else
23 other than the attorneys, the standstill, the
24 contents of it?
25      A.    I am sure I would have discussed it
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2      A.    Yes.
3      Q.    And what was the subject of that
4 discussion?
5      A.    That we want to -- first of all, I
6 don't know if this was an actual conversation
7 or just an e-mail, but we want to draft a
8 standstill agreement and send it out to Ari
9 Rennert.  And what we want the agreement to

10 say is that notwithstanding any transaction
11 that would transfer equity, Renco agrees to
12 stay in the controlled group until a certain
13 period of time.
14      Q.    Anything else?
15      A.    I don't think so.
16      Q.    Had you had experience in
17 standstills of this nature previous to this?
18      A.    Yes.
19      Q.    I think you testified about one
20 earlier, right?
21      A.    Right.
22      Q.    And which one was that?
23      A.    Furniture Brands.
24      Q.    Any others?
25      A.    Not that I can remember.
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2 with others at PBGC.  I don't know who was in
3 the office that day.  I don't remember.  But
4 certainly Jennifer Messina, who was my acting
5 manager, and Michael Rae, who was her acting
6 manager, would have been briefed on it if they
7 were there.
8      Q.    You don't know whether they were
9 there though?

10      A.    No, I am pretty sure Michael was
11 there.
12      Q.    Okay.  So you briefed him on the
13 contents of the standstill?
14      A.    I would have thought I would have,
15 yes.  I probably did.
16      Q.    Do you remember?
17      A.    I don't recall.
18      Q.    And Messina, do you remember having
19 a conversation with her briefing her on the
20 contents of the standstill?
21      A.    I don't.
22      Q.    Did you have to get some sort of
23 approval of the proposed terms of the
24 standstill before you sent it out?
25      A.    Probably.  I don't recall now.

Case 1:13-cv-00621-RJS   Document 61-11   Filed 06/20/14   Page 25 of 31



TSG Reporting - Worldwide     877-702-9580

57 (Pages 222 to 225)

Page 222

1                    D. Cann
2      Q.    Do you recall whether or not you got
3 approval?
4      A.    I don't recall.
5      Q.    Do you recall whether or not --
6 well, strike that.
7            Your testimony was that you would
8 have hoped to have finished and completed the
9 standstill by the end of the day on Friday.

10 Did that include getting a signed copy back
11 from the Rennerts and signing a copy on behalf
12 of the PBGC?
13      A.    That was my hope.
14      Q.    Who would have the authority to
15 enter into such an agreement with the
16 Rennerts?
17      A.    I think we had Jennifer Messina as
18 the signer, but I don't recall specifically.
19      Q.    Would you have to get approval from
20 someone else besides Jennifer Messina for her
21 to sign that on Friday the 13th?
22      A.    I don't remember specifically
23 whether we had to or not.
24      Q.    Do you recall any general
25 discussions about whether or not you could get
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2 acknowledges that Renco is not in the
3 controlled group; however, they are on the
4 hook for the guarantee.
5      Q.    In both agreements if a transaction
6 is completed and the plans terminate, Renco is
7 on the hook for the full termination
8 liability, correct?
9      A.    Correct.

10      Q.    And in that respect they are the
11 same, right?
12      A.    Correct.
13      Q.    And so from Renco's perspective, the
14 agreement in terms of their potential
15 liability if the plans are terminated is the
16 same under the guarantee as it is under the
17 standstill, right?
18      A.    If it's terminated within the term
19 of the agreement.  The guarantee we were
20 proposing was five years.  The standstill we
21 were proposing was going to be significantly
22 less.
23      Q.    Right.  But if there was a
24 transaction entered into during the time
25 period of the standstill, and the plans
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2 this deal done on that Friday in terms of
3 approvals that you needed?
4      A.    Yes.  We could get the deal done.
5 There was no question about that.  We weren't
6 giving up anything.  We weren't settling
7 anything.
8      Q.    And a standstill basically preserved
9 the position that if Renco did a deal in the

10 time period of the standstill, that it was
11 still fully on the hook for termination
12 liability, right?
13      A.    That's right.
14      Q.    And in that regard, it was the same
15 as the guarantee, right?
16      A.    You said that before, and I
17 corrected you.  It's not the same as the
18 guarantee.
19      Q.    Right.  And the reason it's not the
20 same as the guarantee is because the plans
21 don't terminate, right?
22      A.    Well, right.  The standstill -- the
23 standstill is different than the guarantee
24 actually.  The standstill says Renco, you are
25 in the controlled group.  The guarantee
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2 terminated, then the potential liability to
3 Renco would be the same as it was proposed
4 under the guarantee, correct?
5      A.    Correct.
6      Q.    Did you expect that the Rennerts
7 would sign that document?
8      A.    I did.
9      Q.    What was that expectation based

10 upon?
11      A.    The phone call that I had with Ari
12 and Ira earlier in the day.
13      Q.    Where they said, "Okay.  Send it
14 along"?
15      A.    Yes.  Where they knew that we were
16 moving forward without it, where they said,
17 "Don't do that."
18      Q.    Were you aware that both Ira Rennert
19 and Ari Rennert are sabbath observers?
20            Let me start with, do you know what
21 that means, a sabbath observer?
22      A.    I think it means that they are --
23 the sabbath would begin at sundown on Friday.
24      Q.    Were you aware that both Ira and Ari
25 Rennert are sabbath observers?
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2      A.    No, I am not aware.
3      Q.    So you were not aware that they were
4 not able to, based on their sabbath
5 observance, to work starting at sundown on
6 Friday until sundown on Saturday?
7      A.    I did not know that.
8      Q.    You did know that, based on the
9 e-mail sent to you, that Ari was sending the

10 draft standstill on to Renco's lawyers, right?
11      A.    Right.  I think I heard from Ari
12 Friday night that that was happening.
13      Q.    Did you speak to Mr. Gotbaum about
14 the draft standstill?
15      A.    Not that I recall.
16      Q.    Did you speak to Mr. Gotbaum at all
17 during the week that encompassed January 13th?
18 In other words, Monday through Friday.
19      A.    Not that I recall.
20      Q.    Have you ever spoke to Mr. Gotbaum
21 about RG Steel?
22      A.    I believe I have.
23      Q.    When?
24      A.    I think after the -- in the next
25 week after we found out about the closing.
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2 have a conversation involving Mr. Gotbaum.
3 Please tell me about that.
4      A.    Yes.  And I don't know if it was by
5 phone or in person, but, you know, we just
6 said, "What happened?"  And he was upset to
7 say the least.
8      Q.    Did that happen on that Tuesday or
9 sometime after the Tuesday?

10      A.    It might have happened Wednesday.
11 I'm not sure.
12      Q.    And who was party to that
13 conversation, whether it be on the phone or in
14 person?
15      A.    Right.  Probably Michael Rae,
16 probably Izzy Goldowitz, and I don't know who
17 else.  I don't know if Stephanie and Colin
18 would have been party to that at the time, and
19 I don't recall when John Menke joined the
20 team.  It was somewhere around that time
21 though.
22      Q.    Tell me about what you remember was
23 discussed.
24      A.    Was discussed?
25      Q.    Yes.
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2      Q.    So you find out about the closing,
3 and then you have a conversation with
4 Mr. Gotbaum?
5      A.    Yes.
6      Q.    Were you ever a party to any
7 conversations with Mr. Gotbaum during the week
8 that encompassed the 13th?
9      A.    Not that I recall.

10      Q.    You report up to Mr. Rae, and
11 Mr. Rae reports up to Mr. Gotbaum?
12      A.    I report up to Ms. -- Mrs. Messina.
13 She reports to Rae.  He reports to Gotbaum.
14      Q.    Right.  But you were also reporting
15 things directly to Mr. Rae during the course
16 of the week, right?
17      A.    Correct.
18      Q.    And he would be the one who would
19 brief Mr. Gotbaum?
20      A.    Correct.
21      Q.    And you weren't privy to any of
22 those conversations?
23      A.    Not the conversations.  I might have
24 been copied on e-mails.  I don't know.
25      Q.    Okay.  So after the deal closes you
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2      A.    Just, you know, the facts of what
3 had happened, that we were told that a
4 transaction was not imminent, and based on
5 that assertion, we did not move forward with
6 the termination given that no transaction was
7 imminent and given that the Rennerts seemed
8 amenable to the standstill.  And lo and
9 behold, that was all wrong or false, and there

10 was a transaction all along, and it closed on
11 the next business day.
12      Q.    Was it Mr. Gotbaum's expectation
13 that the plans were going to be terminated the
14 week encompassing January 13th?
15      A.    He signed the termination package.
16      Q.    So was it is -- well, based on that,
17 would it be his expectation that the plans
18 were being terminated that week?
19      A.    I don't know.
20      Q.    I would have to ask him?
21      A.    I don't know.
22      Q.    Who would know whether it was the
23 head of the PBGC's expectation that plans were
24 going to be terminated the week of the 13th?
25      A.    Who would know?
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2      Q.    Yes?
3      A.    I don't know.  Perhaps Michael Rae.
4 I don't know.
5      Q.    Anybody else?
6      A.    Probably not.
7      Q.    Did anybody convey to you that you
8 should have done things differently in your
9 dealings with Renco?

10      A.    After the fact?
11      Q.    Yes.  During this meeting?
12      A.    Oh.  During that meeting, no.
13      Q.    Mr. Gotbaum wasn't angry with
14 anybody at the PBGC?
15      A.    No.
16      Q.    Did anybody convey any sentiment
17 that the plans should have been terminated
18 earlier?
19      A.    Hindsight is 20/20.
20      Q.    That's usually what bosses do.  They
21 are good at hindsight.
22            Did anybody convey during this
23 meeting that the plans --
24      A.    Not that -- not that I recall.
25      Q.    Did anybody convey that the PBGC
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2 with respect to the RG Steel matter?
3      A.    Policies and procedures?  No.
4      Q.    So it's business as usual?
5      A.    I think in practicality we are much
6 more skeptical about what -- the things that
7 companies tell us, and we are much more likely
8 to terminate a pension plan rather than rely
9 on the representations of management.

10      Q.    It's fair to say that the PBGC
11 always has some degree of skepticism about
12 what it's hearing from companies in connection
13 with pension plans, right?
14      A.    Yes.  I mean that's the nature of
15 the business.  You know, RG Steel or Renco was
16 telling us that the company was going to turn
17 around and everything was going to be fine.
18 We didn't believe that.
19            But I think it's different when you
20 tell me that no transaction is imminent,
21 pencils are down, and two days later that
22 turns out to be false.
23            (Cann Exhibit 25, e-mail dated
24      January 13, 2012 with attachment bearing
25      Production Nos. PBGC 39591 through 595,

Page 231

1                    D. Cann
2 case team should have done something
3 differently to protect the risk to the PBGC?
4      A.    No.
5      Q.    At any time after the transaction
6 closed, was there any discussion to which you
7 were a party in which someone expressed some
8 displeasure with the way the PBGC had acted in
9 connection with the RG Steel matter?

10      A.    No.
11      Q.    So nobody got in trouble at all?
12      A.    No.
13      Q.    There was no negative feedback for
14 the actions or lack of action taken by the
15 members of the case team?
16      A.    No -- I'm sorry?  There was no --
17      Q.    Negative feedback?
18      A.    Negative feedback?
19      Q.    Yes.
20      A.    None that I received.
21      Q.    Are you aware of anybody receiving
22 any?
23      A.    No.
24      Q.    Were policies or procedures changed
25 at the PBGC as a result of what took place
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2      was marked for identification)
3      Q.    Okay.  I show you what's been marked
4 as Cann Exhibit 25.  This is a Friday, January
5 13th e-mail from you to Mr. Rennert with a
6 copy to John Grimaldi attaching the draft
7 standstill, correct?
8      A.    Correct.
9      Q.    And I note that it says 8:40 p.m.,

10 but your testimony is it was in the
11 3:00-something range; is that correct?
12      A.    Correct.
13      Q.    Does 3:40 sound right to you?
14      A.    Possibly.
15      Q.    After the transaction closed, was
16 there any discussion about what was proposed
17 in the standstill agreement?
18      A.    Any discussion between whom?
19      Q.    At the PBGC.
20      A.    What sort of discussion?
21      Q.    For example, was there any
22 discussion on Tuesday or thereafter at PBGC to
23 which you were a party in which someone said,
24 "Well, what were the terms of the standstill
25 that we proposed?"
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2      A.    I don't recall.
3      Q.    Same question for the time period
4 after.  Do you recall any conversation --
5      A.    No.
6      Q.    -- after the Tuesday where somebody
7 said, "Hey, what were the terms of the
8 standstill that you guys proposed to the Renco
9 folks?"

10      A.    No.
11            (Cann Exhibit 26, e-mail dated
12      January 13, 2012 bearing Production No.
13      PBGC 39203, was marked for
14      identification)
15      Q.    I show you what's been marked as
16 Cann Exhibit 26.
17      A.    (Witness reviewing document).
18      Q.    This is an e-mail with Mr. Rennert's
19 response to you, right?
20      A.    Right.
21      Q.    And it was received earlier than
22 11:18.  I think we once again have a time
23 stamp problem.  It wasn't sent this late at
24 night, was it?
25      A.    No.  It was probably 6:18.
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2            MR. PERRA:  There are issues with
3      the time stamping on your production, and
4      we have tried our best to try to figure
5      it out.
6            MR. MENKE:  All right.  We'll look
7      into this and see what the right time is.
8      Thank you.
9            (Cann Exhibit 27, Trusteeship

10      Working Group (TWG) Memorandum bearing
11      Production Nos. PBGC 56324 through 333
12      was marked for identification)
13      Q.    I show you what's been marked as
14 Cann Exhibit 27.  Is this the final TWG memo?
15      A.    That's what it looks like.
16      Q.    And did you review this before it
17 was finalized?
18      A.    Yes.
19      Q.    Was everything in here accurate to
20 your knowledge before it was finalized?
21      A.    To my knowledge, yes.
22            (Cann Exhibit 28, Termination and
23      Trusteeship Decision Record,
24      PBGC-Initiated Termination bearing
25      Production Nos. PBGC 56294 through 298
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2      Q.    And in this e-mail, Mr. Rennert
3 says, "Thanks.  I will send to our attorneys
4 and revert back to you," right?
5      A.    That's correct.
6      Q.    So you knew that he was sending this
7 to his attorneys to review?
8      A.    Right.
9      Q.    And this was just a draft, right?

10 This wasn't supposed to be the final
11 agreement, right?
12      A.    Well, it was the agreement that we
13 proposed, yes.
14      Q.    And you specifically noted in your
15 e-mail to him that it was a draft and there
16 were still some things that needed to be
17 filled in, right?
18      A.    Right.
19            MR. MENKE:  I have a question for
20      the record on this document, just out of
21      curiosity.  I note that the Dana Cann
22      e-mail which corresponds to the previous
23      exhibit shows a sent time of 12:40 p.m.,
24      which is completely different than
25      anything else we have seen so far.

Page 237

1                    D. Cann
2      with attachment bearing Production Nos.
3      PBGC 55978 through 981, was marked for
4      identification)
5      Q.    I show you what's been marked as
6 Cann 28.
7      A.    (Witness reviewing document).
8      Q.    Before we get to the one I just gave
9 you, going back to the final TWG memo, there

10 is no date on it.  Do you know when this was
11 initialled by the folks who initialled it?
12      A.    I believe it was initialed probably
13 over January 11th to January 12th or 13th.
14      Q.    So somewhere between Wednesday,
15 January 11th, and Friday, January 13th?
16      A.    Yes.  Probably January 11th and
17 12th, I would imagine.
18      Q.    If you could look at the other
19 Exhibit I put in front of you, which is
20 Exhibit 28.
21            It's the final TDR's for the RG
22 Steel plans; is that right?
23      A.    Correct.
24      Q.    If you look at page 5 of the first
25 one, which is for the Wheeling plan, it has
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2 the dates and signatures of the various folks
3 who needed to sign off on it.
4            Do you see that?
5      A.    Yes.
6      Q.    And this was signed between January
7 10th and January 13th; is that right?
8      A.    Correct, which indicates to me that
9 this TWG memo was probably initialled on

10 January 10th.
11      Q.    The TWG memo was probably initialed
12 on January 10th; is that right?
13      A.    Yes, or January 11th.
14      Q.    Do you see on the bottom of this
15 where there's the entry for Mr. Snowbarger?
16 He circles "concurs" and signs that.
17            What is the effect of saying that
18 one concurs, and why is that there?
19      A.    I don't know.
20      Q.    And do you see Josh -- Joshua
21 Gotbaum signs it but doesn't circle anything?
22      A.    Correct.
23      Q.    Is there any significance to not
24 circling "concurs" or "approves"?
25      A.    I don't know.
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2 why that's even there?
3      A.    I don't.
4      Q.    As the 30(b)(6) witness designated
5 to testify as to the requirements and steps
6 necessary to terminate a plan, you have no
7 testimony one way or the other as to why the
8 form is set up that way?
9      A.    I don't.  Like I said, I never

10 noticed it.
11            (Cann Exhibit 29, Letter dated
12      January 11, 2012 bearing Production Nos.
13      PBGC 55728 through 730, was marked for
14      identification)
15      Q.    I show you what's been marked as
16 Cann Exhibit 29.
17      A.    (Witness reviewing document).
18      Q.    This is the final special
19 circumstances memo; is that right?
20      A.    Right.  I guess Stephanie and I sent
21 one to Michael and Vince, and then -- I
22 don't -- I can't explain why there is two
23 separate ones, but this one obviously went to
24 Josh.
25      Q.    This is the one Mr. Gotbaum signed,
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2      Q.    Who would know that?
3      A.    My lawyers.
4      Q.    Okay.  Anybody else?
5      A.    I don't know.
6      Q.    Would Mr. Gotbaum know what he meant
7 when he didn't sign either "approves" or
8 "concurs"?
9      A.    I don't know.

10      Q.    Do you usually see either "approves"
11 or "concurs" circled on TDRs?
12      A.    I have never noticed.
13      Q.    Is it possible that Mr. Gotbaum did
14 not approve or concur by virtue of the fact
15 that he did not circle anything?
16      A.    No.
17      Q.    That's not possible?
18      A.    It's not possible.
19      Q.    How do you know that?
20      A.    Why would he sign something if he
21 didn't approve it?
22      Q.    Why wouldn't he circle something if
23 he didn't approve it?
24      A.    Why is that even there?
25      Q.    Do you have any testimony to explain
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2 right?
3      A.    Correct.
4      Q.    And he signed it on the 13th?
5      A.    Approved, yes.
6      Q.    It's dated January 11th, 2012.  Is
7 that when it would have been finalized?
8      A.    Yes.
9      Q.    Is that when it would have been sent

10 to Mr. Gotbaum?
11      A.    I don't know.
12      Q.    Who would know when this went to
13 Mr. Gotbaum?
14      A.    I imagine it went to Mr. Gotbaum
15 after Vince Snowbarger signed the TDR.
16      Q.    Do you know when the TDR went to
17 Mr. Gotbaum?
18      A.    Well, Mr. Snowbarger signed on the
19 12th, so sometime after the 12th but by the
20 13th.
21            (Cann Exhibit 30, Letter dated
22      September 18, 2012 with attachments
23      bearing Production Nos. PBGC 37279
24      through 291, was marked for
25      identification)
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2      Q.    I show you what's been marked as
3 Cann Exhibit 30.
4      A.    (Witness reviewing document).
5      Q.    Exhibit 30 is the issuance of the
6 notice of determination to the plan
7 administrator for the RG Steel Warren plans;
8 is that right?
9      A.    That's what it appears to be to me.

10      Q.    And it attaches the notice of
11 determination signed by Mr. Snowbarger, right?
12      A.    Correct.
13      Q.    And this is what would have had to
14 have been done had PBGC decided to terminate
15 in January of 2012, correct?
16      A.    Correct.
17      Q.    You have been designated as topic
18 six by the PBGC as the person most
19 knowledgeable about PBGC's internal
20 communications regarding the plans, including
21 but not limited to those between PBGC staff
22 and PBGC Director Gotbaum.
23            Do you see that?
24      A.    Yes.
25      Q.    Are you aware that you've been so
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2      A.    Did I ask him that this week?
3      Q.    To prepare to testify today.
4      A.    I did not.
5      Q.    Did you ask Mr. Snowbarger about any
6 conversations that he had with Mr. Gotbaum
7 about the RG Steel plans?
8      A.    Mr. Snowbarger retired last year.
9      Q.    Did you have any conversations with

10 him?
11      A.    I did not.
12      Q.    You testified about a call that you
13 had with Ari Rennert on Tuesday after the
14 Cerberus/Renco transaction was closed; is that
15 right?
16      A.    Correct.
17      Q.    Tell me what you remember from that
18 conversation.
19      A.    He told me what he indicated was
20 great news, that they had received an infusion
21 of capital from Cerberus Capital and that the
22 transaction had closed, and this would -- this
23 was wonderful news because it provided a path
24 forward for RG Steel.
25      Q.    Did he say anything else?
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2 designated?
3      A.    Yes.
4      Q.    Okay.  Do you have any testimony to
5 provide as you sit here today about internal
6 communications with Director Gotbaum regarding
7 the RG Steel plans?
8      A.    Other than the documents that we've
9 shown and the phone call or meeting we

10 discussed after the transaction closed, I
11 don't.
12      Q.    Did you do anything to educate
13 yourself in terms of whether or not other
14 people at the PBGC had communications with
15 Mr. Gotbaum about the RG Steel matter?
16      A.    I did not.
17      Q.    Did you look at any documents in
18 connection with your preparation for testimony
19 here today about whether Mr. Gotbaum had
20 communications with people at the PBGC
21 regarding the RG Steel plans?
22      A.    I did not.
23      Q.    Did you ask Mr. Rae about any
24 conversations that he had with Mr. Gotbaum
25 about the RG Steel plan?
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2      A.    Well, I said that -- "So the
3 transaction has closed?"  And he said, "Yes."
4 And I said, "We told you that we were moving
5 to terminate, and you told us that no
6 transaction was imminent, and you have been
7 negotiating in bad faith."  And he denied
8 that, and that's the way the conversation
9 ended.

10      Q.    Okay.  Did you -- what did he say
11 when he denied that he had negotiated in bad
12 faith?
13      A.    I don't remember specifically,
14 except that he denied that.
15      Q.    Did he say anything about an
16 explanation as to why a transaction was not
17 imminent when he had spoken to you on Friday?
18      A.    No.
19      Q.    Did he say anything about the issue
20 that you say occurred on the Friday phone call
21 about equity off the table?
22      A.    Well, okay.  So he -- he might have
23 said -- and I don't know.  I could be
24 conflating a letter I received from Ari on
25 January 18th with the phone call on January
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N 
Message 

From: 	Ryan, Mike [/OCWT/0Li=FIRST ADMINISTRATIVE GROUP/CNRECIPIENTS/CNMRYANJ 
Sent: 	1/9/2012 8:43:12 PM 
To: 	McDermott, Christopher (/O=CWT/OUaFIRST ADMINISTRATIVE GROUP/CNcRECIPIENTS/CN=CMCDERMOJ; Stempier, 

Matthew (/0=CWT10U=FIRST ADMINISTRATIVE GROUP/CN=REOPIENTS/CNrMstempiej 
CC: 	'Furst, Joseph' [Joseph.Furst@sn.comj;  'Goldberg, Lawrence' [Lawrence.GoldbergQsrz.com) 
Subject: 	RE: RG Steel 

Chris/Matt 

Timing is ASAP. 

Mike Ryan 
Cadwalader, Wickersham & Taft LIP 
One World Financial Center 
New York, NY 10281 
Tel: 212.504-6177 
Cell 917 324-1294 
mryancwt.com  

From: Goldberg, Lawrence [mailto:Iawrence.Goldberg@srz.com]  
Sent: Monday, January 09, 2012 3:42 PM 
To: Ryan, Mike 
Cc Furst, Joseph 
Subject: RG Steel 

Mike, we have been asked to start drafting second lien loan documents for the FIG Steel documents. It would speed 
matters if you could have Word versions of the primary documents executed In connection with the Senior Credit 
Agreement and the Renco Subordinated indebtedness sent to us. I know that Chris McDermott worked on the 
documentation of the Senior Credit Agreement and related documents; perhaps he could provide these? 

Also, we need to run UCC, Judgment and tax lien searches. Could you have the last set of search results (I assume in 
March 2011) sent to us together with a list of the jurisdictions searched? 

Thanks for your help, Larry 

Lawrence S. Goldberg 
Partner 
212.756.2476 
Iawrence.goldbergsrz.com  

Schulte Roth & ZabeILLP 
919 Third Avenue, New York, NY 10022 
212.756.2000 1212.593.5955 fax 

LDate 

U.S. Treasury Circular 230 Notice: Any U.S. federal tax advice included in this 
communication was not intended or written to be used, and cannot be used, for the 
purpose of avoiding U.S. federal tax penalties. 

Confidential 
	

CWT 000329 

Case 1:13-cv-00621-RJS   Document 61-16   Filed 06/20/14   Page 2 of 3



1 '  

NOTICE 

This e-mail message is intended only for the named recipient(s) above. It may 
contain confidential information that is privileged or that constitutes attorney 
work product. If you are not the intended recipient, you are hereby notified that 
any dissemination, distribution or copying of this e-mail and any attachment(s) is 
strictly prohibited. If you have received this e-mail in error, please immediately 
notify the sender by replying to this e-mail and delete the message and any 
attachment(s) from your system. Thank you. 

Confidential 	 CWT 000330 
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1                   MICHAEL RYAN
2 UNITED STATES DISTRICT COURT

SOUTHERN DISTRICT OF NEW YORK
3 ---------------------------------------X

PENSION BENEFIT GUARANTY CORPORATION,
4

5                  Plaintiff,
6                  v.      Case No.  1:13-cv-00621-RJS
7 THE RENCO GROUP, INC., et al.,
8                 Defendants.

---------------------------------------X
9

10

11          VIDEOTAPED DEPOSITION OF MICHAEL RYAN
12                   New York, New York
13               Thursday, November 21, 2013
14
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16
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1              MICHAEL RYAN
2 you have any discussions with Cerberus?
3    A     I don't believe so.
4    Q     Were you aware of what proposal, if
5 any, was on the table with Cerberus in
6 December of 2011?
7    A     No.
8    Q     When was the first time that you
9 had any discussions with anyone at Cerberus

10 concerning a possible transaction with
11 RG Steel?
12    A     January 15th.
13    Q     And what about that date -- what
14 occurred on January 15th?
15    A     January 14th.  I'm sorry.
16          I recall a dinner meeting at Ira
17 Rennert's apartment.
18    Q     We will get to that.
19          And at this point in time, that is
20 the first time you can recall having any
21 personal involvement in the Cerberus
22 transaction?
23          MR. PERRA:  Objection to
24    the form.
25    A     The question I answered, whether I
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1                   MICHAEL RYAN
2               MR. PERRA:  That's fine.
3               THE VIDEOGRAPHER:  The time is
4         11:01 a.m.  This is the end of Tape
5         Number 1.  We are off the record.
6                    (A brief recess was
7        taken.)
8               THE VIDEOGRAPHER:  Time is
9         11:15 a.m.  This is the start of tape

10         Number 2.  We're on the record.
11 BY MS. REID:
12         Q     Mr. Ryan, before we broke you were
13      saying that on January 10th, Renco had asked
14      Cadwalader to draft the liquidation support
15      agreement and the capital call agreement.
16               Do you recall?
17         A     I think I said I believed it was on
18      January 10th.
19         Q     Okay.
20               When were you -- was Cadwalader
21      asked to have these drafts ready?
22         A     I don't recall.
23         Q     How quickly, at that point in time,
24      was the transaction supposed to close?
25               MR. PERRA:  Objection to the
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1              MICHAEL RYAN
2 had any communication with Cerberus about a
3 transaction.
4    Q     Okay.
5    A     And my first communication with
6 Cerberus about a transaction was
7 January 14th.
8    Q     Thank you for the clarification.
9          When was the first time that

10 Cadwalader was asked to do anything in
11 connection with a Cerberus transaction
12 concerning RG Steel?
13    A     I believe January 10th, Renco
14 requested that we draft two documents that
15 might be part of an overall transaction with
16 Cerberus.
17    Q     What were those documents?
18    A     One was a liquidation support
19 agreement and one was a capital call
20 agreement.
21          MR. PERRA:  When you get to a
22    good breaking point, I'd appreciate
23    a break.
24          MS. REID:  Sure.  What time is
25    it?  Do you want to break now?

Page 45

1              MICHAEL RYAN
2    form.
3    A     I don't believe that on
4 January 10th I had any sense as to when a
5 transaction would close, other than if there
6 were going to be a transaction, it would be
7 as soon as possible.
8    Q     Now, prior to January 10th, had
9 you personally known that there was a

10 possible transaction with Cerberus that was
11 being discussed?
12    A     Prior to January 10th, there was
13 a point in time I understood that Cerberus
14 was considering a transaction and had
15 decided not to proceed at a subsequent point
16 in time when I understood Cerberus agreed to
17 reconsider.
18    Q     And was the subsequent point in
19 time when Cerberus agreed to reconsider in
20 early January of 2 --
21    A     I believe so.
22    Q     Do you recall on January 8th,
23 which was a Sunday, being involved with due
24 diligence calls concerning a possible
25 Cerberus transaction?
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Page 82

1              MICHAEL RYAN
2 sheet says, "Penny warrants of 49 percent."
3    Q     Okay.
4          Did you ever hear anyone at
5 Cadwalader or Renco talk about a term sheet
6 with Cerberus prior to the deal closing?
7    A     No.
8    Q     If you had known about the term
9 sheet, would you have sent it to the PBGC or

10 had it sent to the PBGC?
11          MR. PERRA:  Objection to the
12    form.
13    A     It's a hypothetical question.  I
14 wouldn't know how to begin to answer.
15    Q     Were you aware that the PBGC had
16 requested all term sheets in connection with
17 the proposed transaction?
18          MR. PERRA:  Objection to the
19    form.
20    A     We previously looked at it in the
21 subpoena that requested documents by
22 January 9th.
23    Q     Correct.  That was Exhibit --
24    A     That was Exhibit 6.
25    Q     Exhibit 6.

Page 84

1              MICHAEL RYAN
2 all-day meetings during that first week in
3 January between Cerberus and Renco about a
4 possible business deal?
5    A     I don't believe there were.
6          To my knowledge, there were no
7 all-day meetings during that week with
8 respect to terms.
9    Q     Do you know whether there were

10 meetings, face-to-face meetings?
11          MR. PERRA:  Objection to the
12    form.
13    A     I don't know if there were
14 face-to-face meetings.
15          I do believe that Cerberus made a
16 diligence visit to Sparrow's Point.  I
17 believe it was Friday, January 6th.
18          And I don't know who else was
19 there.
20    Q     Were you aware of meetings on
21 January 9th between Renco and Cerberus in
22 which the business terms for a proposed
23 transaction were being negotiated?
24    A     No.
25    Q     Do you recall what time of day --
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1              MICHAEL RYAN
2          And the last page of that requested
3 term sheets, correct?
4    A     Uh-huh.
5    Q     And my question to you is:  If
6 subsequent term sheets were to appear, would
7 you have sent them to the PBGC?
8          MR. PERRA:  Objection to the
9    form.

10    A     I believe I would have looked to
11 see if this was a subpoena that specifically
12 included a continuing obligation to produce
13 documents that were not available at the
14 time of the subpoena.
15          But it's a hypothetical question.
16    Q     Okay.
17          Were you aware on January 6th
18 that Cerberus and Renco were in an all-day
19 meeting discussing the business terms of a
20 possible transaction?
21    A     No.  I believe that on
22 January 6th, I believe that's the date
23 that Cerberus was making a diligence visit
24 to RG Steel in Maryland.
25    Q     Were you aware that there had been

Page 85

1              MICHAEL RYAN
2 well, when did you first learn that Renco
3 and Cerberus had reached an agreement in
4 principle to do a deal subject to the
5 documentation?
6          MR. PERRA:  Objection to the
7    form.
8    A     On January 9th or January 10th.
9    Q     And do you recall whether you were

10 advised of that by a phone call?
11    A     Excuse me?
12    Q     Do you recall how you learned of
13 that fact?
14    A     I don't recall.
15    Q     And do you recall being told what
16 the business terms of the deal were at that
17 point in time?
18    A     I recall some broad outline of
19 business terms.
20          I don't recall what all the broad
21 outline included.
22    Q     At that point, was the deal purely
23 a penny warrant deal?
24    A     I don't know.
25    Q     Do you have any recollection in
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Page 90

1                   MICHAEL RYAN
2 BY MS. REID:
3         Q     Have you seen these e-mails before?
4         A     Yes.
5         Q     And did you see them in or about
6      January 12th time frame?
7         A     I'm sure.  Uh-huh.
8         Q     And I just want to get the
9      chronology down for the record.

10               Going to the first e-mail in the
11      chain from Lawrence Goldberg, is that e-mail
12      attaching the first draft of the second lien
13      credit agreement?
14         A     Yes.
15         Q     And am I correct that the draft for
16      the second lien credit agreement was
17      essentially a markup of the Wells Fargo
18      first lien credit agreement which the
19      bank -- for the bank group?
20         A     Well, as Mr. Goldberg indicates in
21      his e-mail, it shows changes from the
22      execution copy.
23               Whether you could characterize it
24      as basically a markup or --
25         Q     But that was --

Page 92

1              MICHAEL RYAN
2    form.
3    A     This is not a list of people who
4 would be drafting documents.  This is a list
5 of people who would receive drafts of
6 documents.
7    Q     Okay.
8          So as far as you were concerned,
9 the drafting had already started on the

10 10th?
11          MR. PERRA:  Objection to the
12    form.
13    A     I believe I said earlier that I
14 believe it was January 10th when Renco
15 instructed us to address the liquidation
16 support agreement and the capital call
17 agreement.
18    Q     And at the same time, Cerberus --
19 the Cerberus side was drafting the first
20 draft of the credit agreement, correct?
21    A     Correct.
22    Q     And so by mid-afternoon on the
23 11th, it appears that they are providing a
24 draft for Cadwalader comments.
25          Does that comport with your
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1              MICHAEL RYAN
2          I'm sorry, I didn't mean to
3 interrupt you.
4          That was the form that he started
5 with?
6    A     Apparently.
7    Q     And that was sent by Mr. Goldberg
8 to Cadwalader and Renco on January 11th at
9 2:50 p.m., correct?

10    A     I assume that's correct.
11          And I say that because I know there
12 was some confusion with respect to the time
13 on some e-mails, but I believe that's
14 correct.
15    Q     Your counsel will make that all
16 clear, if necessary.
17          MR. PERRA:  I believe that's
18    correct.
19          MS. REID:  At least I hope so.
20    Q     And just going back to the prior
21 exhibit, that e-mail which is putting
22 together the team that would be drafting the
23 documents, your part was sent on Tuesday
24 night at 7:36, correct?
25          MR. PERRA:  Objection to the

Page 93

1              MICHAEL RYAN
2 recollection as to what the turnaround time
3 was?
4    A     Yes.  And it would be for
5 Cadwalader and Renco comments, as well, I'm
6 sure.
7    Q     Yes, correct.  Thank you.
8          And it appears that at close to
9 1:00 in the morning on Thursday,

10 January 12th, Mr. McDermott does supply
11 comments, preliminary comments back to
12 Cerberus; is that correct?
13    A     That's correct.
14    Q     Is it correct to say that during
15 this time period, many of the deal team were
16 working around the clock to get this deal
17 documentation done?
18          MR. PERRA:  Objection to the
19    form.
20    A     It would be hard to be working
21 around the clock between 2:50 p.m. and 1:00
22 in the morning.
23    Q     That's true.
24    A     If you are asking me whether or
25 not between January 11th and January 17th
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Page 98

1                   MICHAEL RYAN
2         Q     Okay.  That's helpful.  Let's start
3      at the beginning.
4               Were you ever involved in
5      discussions prior to January 14th where
6      the issue of equity versus warrants was
7      discussed?
8               MR. PERRA:  Again, this is with
9         anyone, with his client, with

10         counterparty?
11               I think it's important for you to
12         parse that so that I can lodge an
13         appropriate --
14 BY MS. REID:
15         Q     First, let's do it with your
16      client.  And that's just a yes or no answer.
17         A     Yes.
18         Q     Do you recall when the first such
19      discussion was?
20         A     No.
21         Q     Do you recall whether that first
22      discussion was before or after you started
23      drafting documentation?
24         A     I don't recall.
25         Q     Do you recall with whom you had

Page 100

1                   MICHAEL RYAN
2               MR. PERRA:  I hope so.
3               MS. REID:  Again, I disagree,
4         but I realize this is a tough
5         deposition and we just have to work
6         our way through.  If we have
7         disagreements at the end, we can try
8         and resolve them.
9               MR. PERRA:  Okay.

10 BY MS. REID:
11         Q     Now, let me ask you whether you had
12      discussions with Schulte, counsel at Schulte
13      on the warrants versus equity issue.
14         A     Yes.
15         Q     And when were those discussions?
16         A     January 11th.
17         Q     And with whom?
18         A     Stuart Freedman.
19         Q     And do you recall about what time
20      of the day or night it was?
21         A     I believe early evening.
22               It would be after we received
23      Schulte's first draft of the equity
24      documents.
25         Q     And was this a phone call?

Page 99

1                   MICHAEL RYAN
2      such a discussion?
3         A     I don't recall.
4         Q     Do you recall having any discussion
5      with other counsel for Renco, including
6      Mr. Ford, about the equity versus warrants
7      issue?
8               And that's just yes or no.
9               MR. PERRA:  Look, I think

10         you've gone far enough on this and
11         you are now talking about a potential
12         discussion between two sets of
13         lawyers for Renco and you are getting
14         very specific.
15               You've asked about ERISA advice,
16         but when you start asking about
17         particular advice on a particular
18         subject, I think that does cross the
19         line, so I'm going to instruct the
20         witness not to answer that question.
21               (Directive.)
22 BY MS. REID:
23         Q     And will you accept your counsel's
24      instruction?
25         A     Yes.

Page 101

1              MICHAEL RYAN
2    A     Yes.
3    Q     Did you call him?
4          MR. PERRA:  You need a verbal
5    response.
6    A     I don't know who called whom.
7    Q     Okay.
8          What was discussed by yourself and
9 Mr. Freedman concerning the equity versus

10 warrants issue?
11    A     The set of equity documents they
12 provided contained a form of warrant.
13          I had reviewed the form of warrant.
14 I told Stuart Freedman that I didn't believe
15 it was a warrant, I believed it was a
16 warrant in name only; that the documents, as
17 structured, conveyed to the holder of all of
18 the characteristics of ownership of an LLC
19 interest; that it represented -- 24 and a
20 half percent represented permanent capital
21 in the company and not a warrant.
22          And that I felt that it was
23 appropriate that, you know, if something was
24 permanent equity, it would be labeled
25 permanent equity and documented that way.
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Page 102

1              MICHAEL RYAN
2          I also said in that conversation
3 that I was mindful of the fact that my
4 client was giving up 49 percent of the
5 ownership interest in RG Steel, and that my
6 understanding of ERISA was that giving up
7 49 percent ownership interest would break
8 Renco out of the RG Steel control group.
9          And that I believed that the

10 documents should reflect the fact that what
11 were labeled as warrants were actually LLC
12 interests both because that's what they were
13 and because I wanted to protect my client
14 from the possibility that someone can make
15 an argument later on or the PBGC can make an
16 argument later on that something that was
17 permanent capital would have one result for
18 control group purposes merely because it was
19 mislabeled as a warrant.
20    Q     Could you explain what you mean by
21 that last statement?
22    A     I said the documentation, the
23 warrant that was provided was, in all
24 respects, the equivalent of permanent
25 capital LLC interests.  It was ownership.

Page 104

1              MICHAEL RYAN
2    A     Uh-huh.  Yes.
3    Q     Do I understand that the agreement,
4 the equity agreement on warrant agreement
5 you were discussing on the night of
6 January 11th, did not include provision
7 for penny warrants for 49 percent --
8          MR. PERRA:  Objection to the
9    form.

10    Q      -- of the fully diluted shares of
11 the company?
12    A     What I stated is that they provided
13 a document that was labeled a warrant, but
14 that was not a warrant.  That it was
15 permanent capital -- permanent equity in the
16 company.
17    Q     Was it for 49 percent at this point
18 in time?
19    A     No.
20          The deal terms on July 11th were
21 24 and a half percent of what I'm referring
22 to as "permanent capital" and 24 and a half
23 percent warrants, which were not permanent
24 because they would go away -- well, it's
25 actually -- the division is right here,
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1              MICHAEL RYAN
2    Q     Let me go back for a second.
3          In that first draft, you said that
4 24 and a half percent was the equivalent of
5 a permanent -- an LLC ownership interest?
6    A     Correct.
7    Q     At that point in time --
8          MR. PERRA:  Hold on.
9    Objection.  Objection to the form on

10    that question.
11    Q     At that point in time, had there
12 been a split from the -- or an alteration
13 from what the term sheet showed of
14 49 percent penny warrants?
15          MR. PERRA:  I object to that.
16          The term sheet reflects what it
17    reflects, but I think you've
18    mischaracterized it.
19    Q     Okay.
20          Do you have the term sheet in front
21 of you?
22    A     Yes, I do.
23    Q     You see under Warrants, it says,
24 "Penny warrants for 49 percent of the fully
25 diluted shares of the company"?

Page 105

1              MICHAEL RYAN
2 actually.  I've never seen the term sheet
3 before.
4          They had 90 days, it was certain
5 credit support arrangements if they gave up
6 credit support arrangements, then here,
7 loosely drafted, it said the warrants would
8 have been reduced to 25 percent.
9          MR. PERRA:  Just clarity on

10    that.  I think you said July 11th for
11    purposes of the record.
12          We can all agree that that means
13    January 11th.
14    A     January.
15    Q     What was Mr. Freedman's response?
16    A     He believed -- he said that they
17 didn't believe it made a difference whether
18 we called the instrument equity or warrants;
19 that the transaction documents they provided
20 us would affectively take Renco out of the
21 RG Steel control group.
22          And that with respect to my desire
23 to document it my way, he would have to get
24 back to me.
25    Q     If I understood you correctly, you
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Page 106

1              MICHAEL RYAN
2 were advising Mr. Freedman that you were
3 concerned about the PBGC reaction to the
4 warrant as he had drafted it --
5    A     I don't believe I said that I was
6 concerned --
7          MR. PERRA:  Hold on.
8          Is your question done?
9          MS. REID:  No.

10          MR. PERRA:  Okay.  I didn't
11    think so.
12    Q     Do I understand that correctly?
13          MR. PERRA:  Objection to the
14    form.
15    A     No.  I don't believe that's what I
16 said.
17    Q     Okay.  Could you correct my
18 understanding.
19          What was the issue we're
20 identifying?
21    A     What I said to Stuart was that what
22 had been labeled a warrant was, in fact, 24
23 and a half percent permanent capital; that
24 my client was giving up 49 percent ownership
25 interest in the company; that my

Page 108

1              MICHAEL RYAN
2    your client or other lawyers advising
3    your client.
4          THE WITNESS:  And I can't
5    otherwise answer the question.
6          MR. PERRA:  I instruct you not
7    to answer to the extent you discussed
8    specific subjects with your client.
9          (Directive.)

10    Q     What I'm trying to find out is
11 whether this was your idea and reaction or
12 whether -- purely or whether anybody else
13 was involved?
14    A     Certainly, the first part of my
15 reaction is purely my reaction.
16          I receive a set of equity
17 documents.  I'm a corporate lawyer.  I'm the
18 person in a position to review them and
19 reach a conclusion that it's not really a
20 warrant, it's permanent equity.
21          I don't recall when I shared that
22 conclusion with my client.  I don't know.
23          MS. REID:  Do you think it's
24    possible that we could break for
25    lunch in a moment, because I could

Page 107

1              MICHAEL RYAN
2 understanding of the applicable law was that
3 under that circumstance, a control group was
4 broken, and that it was, you know,
5 incomprehendible to me that you'd have a
6 different result for ERISA purposes merely
7 because you labeled something incorrectly.
8          But to eliminate, you know, even a
9 crazy concern on that issue because I'm

10 supposed to protect against crazy issues, as
11 well as real ones, that we would prefer to
12 style it as equity or warrants.
13          And I never said we wouldn't do the
14 deal if it weren't changed.
15    Q     Before your call to Mr. Freedman --
16 strike that.
17          Were your comments concerning the
18 warrant and the control group comments that
19 were your comments only, or were these
20 comments that you had discussed with anyone
21 else before you made them to Mr. Freedman?
22          Yes or no?
23          MR. PERRA:  You can answer that
24    question to the extent that you had
25    discussions with people other than

Page 109

1           MICHAEL RYAN
2 organize myself a little bit and I
3 think maybe progress a little faster
4 if I have a little bit of time.
5       THE WITNESS:  I am always happy
6 to break for lunch.  I break for
7 lunch regularly.
8       THE VIDEOGRAPHER:  The time is
9 12:53 p.m.  This is the end of tape

10 Number 2.  We're off the record.
11       (Whereupon, a luncheon recess was
12 taken at 12:53 through 1:42.)
13       A F T E R N O O N  S E S S I O N
14
15       THE VIDEOGRAPHER:  The time is
16 1:42 p.m.  This is the start of Tape
17 Number 3.  We're on the record.
18       MR. PERRA:  Before you resume,
19 Ms. Reid, I wanted to say something
20 on the record regarding the last
21 question and answer.
22       I think that the end of my client's
23 last answer surely went in order beyond
24 the scope of the question and comes to
25 close to if not invading the
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Page 110

1              MICHAEL RYAN
2    attorney/client privilege.
3          We had discussed this at the break
4    and I will not object to that answer or
5    move to strike that testimony on
6    the basis that I believe you've agreed
7    that you will not use that last bit of
8    the answer, that he didn't recall when he
9    shared that conclusion with the client,

10    as an argument that we have somehow
11    waived the subject matter privilege in
12    this case.
13          MS. REID:  That is correct.
14          MR. PERRA:  Thank you.
15          MS. REID:  So after all
16    that ...
17          CONTINUED EXAMINATION BY MS. REID:
18    Q     Between January 11th, the time of
19 your conversation with Mr. Freedman, and the
20 13th, did Schulte and Cadwalader continue
21 to exchange drafts of the various deal
22 documentation for the Cerberus transaction?
23    A     Yes.
24    Q     At the same time, do you know
25 whether Mr. Grimaldi continued to be in

Page 112

1              MICHAEL RYAN
2 Mr. Grimaldi was waiting for that he felt
3 that he still owed the PBGC?
4    A     I have no idea.
5    Q     At this point in time, which is
6 Thursday, January 12th, was it your
7 understanding that Mr. Grimaldi was still
8 supplying information to the PBGC?
9    A     I have no recollection other than

10 looking at an e-mail suggesting he was
11 providing information to them that day.
12    Q     But you do have a recollection that
13 you knew that he was in contact with
14 the PBGC at that period in time?
15    A     Yes.
16    Q     And I believe you had also
17 mentioned in your earlier testimony that you
18 were aware that the PBGC had sent a form
19 standstill agreement to Renco on or about
20 the 13th?
21    A     I think my prior testimony was I
22 knew they had provided a guarantee agreement
23 and it had not been executed, and they had
24 provided an standstill agreement and had not
25 been executed.  In my previous testimony I

Page 111

1                   MICHAEL RYAN
2      contact with the PBGC concerning its
3      questions about any proposed transaction?
4         A     Which time frame?
5         Q     After January 11th but before the
6      deal closed.
7         A     Yes.
8               MS. REID:  I'd like to mark as
9         Exhibit 11, Ryan Exhibit 11,

10         a document, e-mail from Mr. Grimaldi
11         to various Renco people and to
12         Mr. Ryan and Mr. Ford.
13             (Ryan Exhibit 11, E-mail
14        chain, top e-mail dated Thursday,
15        January 12, 2012, 10:14 a.m., Bates
16        Numbers RENGRP-12941 through
17        RENGRP-12943, was marked for
18        Identification.)
19 BY MS. REID:
20         Q     Have you seen what's been marked as
21      Ryan Exhibit 11 before?
22         A     I have no recollection of seeing
23      it.  I see that I'm copied on the e-mail.
24         Q     Looking at the top paragraph, do
25      you know or recollect what document

Page 113

1                   MICHAEL RYAN
2      don't think I spoke to the date that either
3      one was provided.
4         Q     Were you asked to review or comment
5      on either the guarantee agreement or the
6      standstill agreement?
7               MR. PERRA:  Objection to
8         the form.
9         A     I can recall reviewing the

10      guarantee agree agreement.  I don't recall
11      reviewing the standstill agreement.
12               MS. REID:  Let me mark
13         Exhibit 12, the standstill agreement,
14         and I can ask you some questions.
15             (Ryan Exhibit 12, E-mail
16        chain, top e-mail dated Friday,
17        January 13, 2012, 3:41 p.m., Bates
18        Number RENGRP-20661, was marked for
19        Identification.)
20 BY MS. REID:
21         Q     What I've marked as Ryan Exhibit 12
22      is simply an e-mail from Mr. Rennert to you
23      forwarding an e-mail from Mr. Cann which
24      enclosed the standstill agreement.
25               And ask if you remember seeing that
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Page 122

1           MICHAEL RYAN
2       MS. REID:  Kevin, I understand
3 your position.
4       MR. PERRA:  -- or whether he
5 learned it as being legal counsel in
6 this case?
7       MS. REID:  I have been very
8 calm about the repeated interruptions
9 and the coaching, but bottom line, as

10 everyone at this table knows,
11 including the witness, the only time
12 I'm interested in is December and
13 January.
14       And if you have educated him in his
15 role as general counsel to the point
16 where he can no longer distinguish what
17 he knew in December and January from now,
18 he'll tell me that.
19       But I think there's no more need to
20 make that -- what is now must be
21 the tenth time we've said that in the
22 middle of my question.
23       So I think, you know, if the
24 witness will agree, unless I say
25 otherwise, all I'm interested now is

Page 124

1                   MICHAEL RYAN
2        chain, top e-mail dated Friday,
3        January 13, 2012, 10:15 a.m., Bates
4        Numbers PBGC-17993 through
5        PBGC-17994, was marked for
6        Identification.)
7 BY MS. REID:
8         Q     And I wanted to ask if you had seen
9      the first of these e-mails before.

10         A     I have no recollection of receiving
11      the e-mail that's dated 3-38 a.m. on Friday,
12      January 13th, but I assume I received it
13      because I'm copied on it.
14         Q     And I note that there is an e-mail
15      above that from Neil Rifkind at Schulte Roth
16      to Alex Benjamin and Tarek Ajouz at
17      Cerberus.
18               Do you see that?
19         A     Yes.
20         Q     And this e-mail reflects that, "The
21      draft LLC agreement is consistent with
22      Renco's position.  It assumes that the
23      initial 24.95 percent tranche is equity in
24      the former membership interest rather than
25      warrants."

Page 123

1              MICHAEL RYAN
2    January of 2012.  Okay.  We have that as
3    an understanding.
4          MR. PERRA:  To be clear, you
5    mean you are asking his
6    contemporaneous recollection, not
7    something he learned later as part of
8    this litigation.
9          Is that right?

10          MS. REID:  Yes.  And I can't
11    imagine I could be clearer on that
12    point.
13          MR. PERRA:  Thank you.
14          MS. REID:  Now we have to
15    figure out what I was asking him.
16          MR. PERRA:  Do you know what
17    time the phone call took place.
18    Q     Do you know what time the phone
19 call took place?
20    A     I believe it was Friday morning.
21          MS. REID:  Let me mark as Ryan
22    Exhibit 13, a document which is from
23    Tarek Ajouz, an e-mail chain dated
24    Friday, February 13, 10:15 a.m.
25        (Ryan Exhibit 13, E-mail
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1              MICHAEL RYAN
2          As of Friday, January 13th, was
3 that Renco's position?
4          MR. PERRA:  Objection to the
5    form.
6    A     This, I think, reflects the
7 conversation that I had with Stuart Freedman
8 on the evening of January 11th.
9    Q     And so they're basically turning

10 around documents in response to that
11 conversation?
12          MR. PERRA:  Objection to the
13    form.
14    A     I'm not looking at the attachment.
15    Q     Right.
16    A     So I don't know whether it's
17 because we sent a document that reflected
18 the labeling of the permanent equity as LLC
19 interests, or it's merely them reflecting
20 the fact that we had an issue that was still
21 open.
22    Q     And did the equity versus warrant
23 issue remain open until Sunday?
24          MR. PERRA:  Objection to the
25    form.
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1                   MICHAEL RYAN
2         Q     The 15th.
3         A     Yes.
4         Q     Let me show you another document
5      from January 13th, which is Ryan 14.
6             (Ryan Exhibit 14, E-mail
7        chain, top e-mail dated Friday,
8        January 13, 2012, 11:33 a.m., Bates
9        Numbers RENGRP-20648 through

10        RENGRP-20650, was marked for
11        Identification.)
12 BY MS. REID:
13         Q     This is an e-mail chain that was
14      forwarded to you at 11:33 in the morning on
15      January 13th.
16               Do you recall receiving this
17      e-mail?
18         A     I don't recall receiving it, but I
19      assume I received it because I'm copied on
20      it.
21         Q     The e-mail from Mr. Goldberg
22      purports to summarize some of the open
23      points from the discussions earlier today.
24               Number 3 says that "If the initial
25      funding and closing date is Tuesday,
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2      didn't know if we had a deal.  So to say we
3      were aiming to close the next day would have
4      been widely optimistic.
5         Q     Did anyone at Renco tell you what
6      closing date they were targeting?
7         A     My only recollection is that we
8      would close the earliest possible time
9      because of liquidity problems.

10             (Ryan Exhibit 15, E-mail
11        chain, top e-mail dated Saturday,
12        January 14, 2012, 2:47 p.m., Bates
13        Numbers PBGC-17232 through
14        PBGC-17235, was marked for
15        Identification.)
16 BY MS. REID:
17         Q     So I would like to show you
18      Exhibit 15.  Moving right along.
19               This is, again, an e-mail chain.
20      At the top from Tarek Ajouz, which says
21      Saturday, January 14th.
22               But I want to direct you down to
23      the bottom of the first page which is an
24      e-mail from you, Friday January 13th at
25      2:18 p.m.
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2 Cerberus expects that the funding on Term
3 Loan A will occur two business days later,
4 Thursday."
5    A     Uh-huh.
6    Q     At this point in time, what was the
7 anticipated closing date?
8          MR. PERRA:  Objection to the
9    form.

10    A     Consistent with an earlier answer,
11 at this point in time we were still hoping
12 there would be a transaction.
13    Q     Uh-huh.
14    A     And the closing time would be the
15 earliest possible time because of liquidity
16 issues.
17    Q     So if you had been able to close it
18 earlier than Tuesday, that would have been
19 the aim?
20    A     I think -- yes.
21    Q     Were you initially trying to close
22 this transaction on Friday, January 13th?
23    A     Documents were exchanged on
24 Wednesday, January 11th, and by the
25 morning of Thursday, January 12th, we
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2    A     Uh-huh.
3    Q     Take a look at it and tell me if
4 you -- that is your e-mail and if you
5 recollect sending it.
6    A     I do recollect sending it.
7    Q     At this point in time -- first, let
8 me ask you:  At 2:18, you're referencing
9 that Cerberus had put you guys on hold.

10          What were you talking about?
11    A     Sometime prior to this e-mail, not
12 long before this e-mail, I had a phone
13 conversation with Stuart Freedman in which
14 Stuart Freedman said that Cerberus
15 instructed Schulte to stop working on the
16 deal because there was no deal.
17    Q     And did he tell you why?  Any
18 particulars as to why there was no deal?
19    A     There were significant issues with
20 respect to the credit support arrangements.
21    Q     And what did you respond, if
22 anything, to him?
23    A     I don't recall.
24    Q     And I take it you then passed along
25 Mr. Cruzo's comments in case the deal came
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1              MICHAEL RYAN
2 back to life?
3          Is that fair?
4    A     Yes.
5    Q     Did Renco ever put Cadwalader on
6 hold?
7    A     Not in years.  No.
8    Q     Great for Cadwalader.
9    A     Seriously, Renco had been expending

10 extraordinary effort and energy to keep
11 RG Steel afloat for several months in terms
12 of financial support, management assistance,
13 you know, until RG Steel, who otherwise
14 would end up in bankruptcy, Renco was not
15 going to stop in its efforts to try and keep
16 the company alive.
17          So we didn't receive any
18 instruction, and I was comfortable Renco
19 wanted to continue to get a deal done.
20    Q     Now, this is at 2:18.
21          Shortly before the Sabbath began on
22 Friday evening, did you learn that there was
23 going to be a dinner meeting at the Rennerts
24 to discuss the outstanding deal points?
25    A     I was asked if I was able to attend
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1              MICHAEL RYAN
2 this e-mail to Mr. Freedman and Mr. Rifkind?
3          MR. PERRA:  Objection to the
4    form.
5    A     Although there was no deal, at that
6 point in time to the extent that Renco was
7 hopeful that a deal could be completed, and
8 because of the liquidity pressure to get a
9 deal done quickly, simply sending back some

10 comments to keep the process moving.
11    Q     And that included Comment 1 which
12 was a reiteration of your ongoing discussion
13 with Mr. Freedman about the desire -- your
14 desire and Renco's desire to have the deal
15 24.5 percent equity and 24.5 percent
16 warrants?
17          MR. PERRA:  Objection to the
18    form.
19    A     I wouldn't describe it as an
20 ongoing discussion.
21          We had made the request on the
22 11th.  It was more incidental than
23 central, but the issue remained on the table
24 and remained on the table and hoping they
25 would label the permanent equity, permanent
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2      a dinner meeting on Saturday night at
3      Mr. Rennert's apartment.
4         Q     And did you attend this dinner
5      meeting?
6         A     Yes, I did.
7         Q     Before we get to that, I want to
8      mark one final January 13th exhibit.
9               MS. REID:  Ryan Exhibit 16.

10             (Ryan Exhibit 16, E-mail dated
11        January 13, 2012, 6:46 p.m., Bates
12        Number CWT-7930, was marked for
13        Identification.)
14 BY MS. REID:
15         Q     Which is an e-mail from you to
16      Mr. Freedman and Mr. Rifkind.
17               Do you recall sending this e-mail?
18         A     Excuse me?
19         Q     Do you recall sending this e-mail?
20         A     Yes.
21         Q     Was that e-mail sent at or about
22      the time it's reflected on the e-mail
23      itself, 6:46?
24         A     I believe so, yes.
25         Q     What was your purpose in sending
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2      equity and not warrants.
3         Q     So this was going to be one of the
4      items for the dinner on January 14th?
5         A     This was a lawyer's point.  This is
6      not one of the issues that had prompted the
7      deal to go on hold.
8               Those issues related to the credit
9      side of the agreement, particular the credit

10      support issues, like -- credit support
11      issues.
12               MS. REID:  Let me just quickly
13         mark this one as the next exhibit, as
14         Ryan 17.
15               This is an e-mail chain.  Chris
16      McDermott to Larry Goldberg, at the top,
17      January 14, 10:14.
18             (Ryan Exhibit 17, E-mail
19        chain, top e-mail dated January 14,
20        2012, 10:14 p.m., Bates Numbers
21        RENCO-13068 through RENCO-123069,
22        was marked for Identification.)
23 BY MS. REID:
24         Q     I'm showing this to you because you
25      were cc'ed in the middle of the first page
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1              MICHAEL RYAN
2 on the primary e-mail.
3          Do you recall seeing this e-mail
4 before?
5    A     There's four e-mails here.  Give me
6 a second.
7    Q     Well, the middle e-mail is what you
8 are actually cc'ed on.
9    A     There's three -- well, there's

10 four.
11    Q     There's four.
12    A     Yeah, I don't have a specific
13 recollection, but I clearly received it
14 because I'm copied on the e-mail.
15    Q     And is it fair to say that as of
16 10:38 on Saturday, the 14th, as far as
17 Renco and Cadwalader were concerned, they
18 had submitted their final comments on the
19 second lien credit agreement?
20          MR. PERRA:  Objection to the
21    form.
22    A     On the face of the e-mail, I would
23 say that's not correct because Chris says in
24 the e-mail, "Renco, let me know if there are
25 outstanding comments I missed."
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2 recollection as to what may have moved in
3 that agreement between that point in time
4 and the closing.
5    Q     Okay.  All right.
6          So let's turn to the dinner on
7 Saturday, January 14th.
8          What time did you meet -- it was
9 Mr. Ira Rennert's house?

10    A     Mr. Ira Rennert's apartment.
11    Q     Apartment.
12    A     I want to answer two ways in light
13 of counsel's prior dividing.
14          My recollection from back then I
15 would say was earlier evening, because the
16 process we'd been through I guess I have a
17 recollection it was 7:00.  But for the
18 process we'd been through, I wouldn't able
19 to tell you it was 7:00.
20    Q     And who attended the dinner?
21    A     Ira Rennert, Ari Rennert, myself,
22 Chris McDermott, Steve Feinberg, Dan Wolf
23 and two attorneys, at least one from Schulte
24 and I don't recall whether the other was
25 from Schulte or from Cerberus.
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1              MICHAEL RYAN
2    Q     But at this point, Mr. McDermott is
3 basically forwarding the agreement and it is
4 close to final from the point of view of
5 Cadwalader and Renco?
6          MR. PERRA:  Objection to the
7    form.
8    A     Remember that the credit portion of
9 the transaction had different documents, and

10 we've discussed earlier --
11    Q     I'm only asking about the credit
12 agreement.
13    A     My recollection is that we did not
14 have -- that the deal was falling apart over
15 issues that related to the other
16 credit-related documents with respect to
17 credit support.
18    Q     But assuming you could work out
19 those other credit support issues, the
20 credit agreement at least was in
21 close-to-final form?
22    A     To be able to answer that
23 correctly, I guess we'd have to go look at
24 the draft from 10:38 Saturday morning and
25 compare to the final.  I just have no
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1              MICHAEL RYAN
2    Q     And how long did the dinner last?
3    A     A few hours.
4    Q     And how long did the business
5 portion of the dinner last?
6    A     An hour.
7    Q     What was said, to the best of your
8 recollection, about the business -- during
9 the business portion of the dinner?

10    A     The business principals discussed a
11 variety of issues that related to the credit
12 support arrangements, significant issues in
13 particular with respect to the capital call
14 agreement, whether or not Cerberus basically
15 had a right to call for Renco to produce
16 additional capital, you know, under any
17 circumstance that Cerberus would have
18 desired.
19          And Renco, on the other hand,
20 looking for a more objective standard, such
21 as cash and credit availability beneath a
22 certain threshold.
23          The liquidation support issues
24 related to a guarantee being provided and
25 collateral on the conditions under which the
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2 guarantee went into effect, with the
3 extremes being -- again oversimplifying --
4 Cerberus having guarantee protection
5 whenever it needed it.  And on the other
6 extreme, Renco basically looking at what
7 they would refer to as liquidation support.
8          So if at the end of the day you are
9 out of pocket, then come see us.  Don't

10 bother us, Day One.
11          And a variety of issues, subsets of
12 those issues with respect to those two
13 credit arrangements.
14    Q     And what did you say during that
15 business portion of the dinner?
16    A     Very little.  I don't recollect
17 if -- I don't recollect, you know, with
18 respect to these credit support issues.
19    Q     Did you speak to any issue, whether
20 it was credit-support-related or not?
21    A     Yes.
22    Q     Which issue did you or issues did
23 you speak to?
24    A     When the meeting was over and the
25 significant business issues had been
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2 interests, it was left with it was not a
3 problem for Cerberus if it was not a problem
4 for Schulte.
5    Q     And what happened -- how did you
6 resolve it with Schulte?
7    A     We arranged a phone call with
8 Schulte.
9    Q     And was this the phone call that

10 occurred on Sunday morning of
11 January 15th?
12    A     Yes.
13    Q     And did you set that phone call up
14 yourself?
15    A     I believe I initiated the call.
16          MS. REID:  Let me just mark as
17    our next exhibit, Ryan Exhibit 18
18    which is an e-mail from Mr. Ryan to
19    Mr. Freedman on January 15th at
20    10:01, which has been forwarded by
21    Mr. Freedman to Mr. Benjamin.
22        (Ryan Exhibit 18, E-mail
23   chain, top e-mail dated Sunday,
24   January 15, 2012, 10:35 a.m., was
25   marked for Identification.)
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2 resolved, I asked if Cerberus would have any
3 problem with our labeling the permanent
4 equity as LLC interest as opposed to
5 warrants, and got a quick response that we
6 should just check with Schulte.  It's up to
7 them.
8    Q     Who did you ask at Cerberus?
9    A     Steve Feinberg and Dan Wolf were

10 there from Cerberus and two lawyers.
11    Q     So you asked them as a group?
12    A     Yeah, it was a meeting.
13    Q     And was there any other issue that
14 you raised or spoke to, that you recollect?
15    A     Not that I recollect.
16    Q     Was there any discussion of the
17 PBGC at this meeting?
18    A     No.
19    Q     Any discussion of control group?
20    A     No.
21    Q     How was it left in terms of
22 resolving your request that there be
23 24.5 percent equity and --
24    A     My request that 24 and a half
25 percent of the warrants be labeled as LLC
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1                   MICHAEL RYAN
2 BY MS. REID:
3         Q     And have you seen or is this your
4      e-mail, middle part of it?
5         A     The 10:01 e-mail is my e-mail, yes.
6         Q     And do you know who Mr. Benjamin
7      is?
8         A     I believe he's an attorney with
9      Cerberus.

10               He may have been at the meeting.  I
11      don't know who the two lawyers were at the
12      meeting the night before.  He may have been
13      there.  When I said one of them might have
14      been from Cerberus, it might have been him.
15      I don't recall.
16         Q     And looking at your first
17      bulletpoint where you say, "On the basis of
18      the meeting last night, I believe it is
19      clear that we were doing equity and
20      warrants."
21               What is the basis you are referring
22      to?
23         A     The two-minute conversation at the
24      end of the meeting when I said we have a
25      problem if we label the permanent capital as
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2      equity rather than warrants.
3               They said check with Schulte.
4               This e-mail I believe follows the
5      phone call we had with Schulte in which
6      Schulte said they shouldn't have a problem.
7               MS. REID:  Let's clarify that.
8               Let me mark as exhibit -- Ryan
9         Exhibit 19.

10             (Ryan Exhibit 19, E-mail
11        chain, top e-mail dated January,
12        15, 2012, 4:35 p.m., Bates Numbers
13        RENCO-1196 through RENCO-1198, was
14        marked for Identification.)
15 BY MS. REID:
16         Q     Ryan 19, which is a series of
17      e-mails, some of which are from you and to
18      you concerning I believe the setting up of
19      the phone call.
20               Take a look at that.
21               And looking at this, first of all,
22      have you seen this and does it refresh your
23      recollection as to what time you had the
24      call with counsel?
25         A     Well, I think I already said that
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2 Schulte; is that correct?
3    A     Ron Richman was on the call.
4    Q     And, of course, Gary Ford and
5 Michael Prame?
6    A     That's correct.
7    Q     You?
8    A     Yes.
9    Q     And who else?

10    A     I don't know which of Larry
11 Goldberg or Stuart Freedman were on the
12 call.  I'm sure one or both were on the
13 call.
14    Q     What was said on the call?
15    A     I began the call by saying Cerberus
16 said last night that they don't have a
17 problem labeling permanent capital LLC
18 interest as opposed to warrants if it was
19 not a problem for Schulte.
20          And whether it was -- I don't know
21 whether it was Larry Goldberg or Stuart
22 Freedman, I remember a discussion, the quick
23 question was:  Will this be an ERISA problem
24 for Cerberus?
25          Ron Richman said no, and the call
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2 after the meeting Saturday evening, I
3 reached out to schedule a call with Schulte
4 to discuss the issue.
5    Q     And who else besides Schulte was on
6 the phone call?
7    A     Gary Ford and Michael Prame.
8    Q     And why did you include them in the
9 call?

10    A     I know that on the call -- I know
11 from the call Sunday morning, but I don't
12 distinctly remember it from Saturday
13 evening -- that the Cerberus concern was
14 whether ERISA implications for Cerberus and
15 then holding the equity portion labeled as
16 LLC interest as opposed to warrants.
17          And since that's an ERISA issue --
18 I'm surmising now because that was the call
19 that morning -- it came up the night before
20 and that's why we invited them to the call.
21    Q     How long did that call last?
22    A     I don't believe it lasted five
23 minutes.
24    Q     And let me just go through who was
25 on the call.  There was Ron Richman from
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1              MICHAEL RYAN
2 was over.
3    Q     Did Gary Ford or Michael Prame say
4 anything?
5    A     No.
6    Q     And did Mr. Richman explain or say
7 anything as to why it would not be a problem
8 for Cerberus?
9    A     No.

10    Q     Did anyone on the call ask why
11 Renco wanted the LLC membership interest
12 instead of warrants?
13          MR. PERRA:  Objection to the
14    form.
15    A     I don't believe there was any
16 discussion on the call as to why we wanted
17 to label the permanent equity LLC interest
18 as opposed to warrants.
19    Q     Do you recall ever having a
20 discussion with Schulte on that subject as
21 to why Renco wanted to label, as you say, it
22 as LLC, permanent equity as an LLC interest
23 as opposed to warrants?
24          MR. PERRA:  Objection to the
25    form.
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2    A     Yes.  I previously testified that
3 on the evening of January 11th, I reviewed
4 the equity documents.  I called Stuart
5 Freedman who was at Schulte, told him that
6 having reviewed the documents, that the
7 documents that were labeled as a warrant
8 were in substance permanent capital, that
9 the holder, the instrument would have all

10 the characteristics of an LLC holder, and
11 that I believed it was appropriate to label
12 appropriately what the document was
13 substantively.
14          And I also told him, as I said
15 before in that conversation, that we were
16 aware that Renco was entering into a
17 transaction where it was giving up
18 49 percent of the ownership interest in
19 RG Steel, and that, as I understood the law,
20 when they gave up 49 percent of the
21 ownership interest, that would remove Renco
22 from RG Steel's control group.
23          And that although I did not believe
24 it would make any sense that because
25 something was labeled a warrant as opposed
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1              MICHAEL RYAN
2    Q     Do you recollect that e-mail?
3    A     I recollect seeing this e-mail
4 recently.  I don't recollect the e-mail back
5 in the contemporaneous time frame.
6    Q     And when did you recollect seeing
7 it recently?
8    A     I'm going to assume in production
9 of our documents.  I don't -- I may have

10 seen this yesterday as well.
11    Q     What did you mean when you wrote,
12 "We've reintroduced capital accounts because
13 we think it's important to demonstrate that
14 Renco has less than 80 percent of capital"?
15    A     I think two things:  The first was
16 that in an LLC, other experiences, it is
17 important to have capital accounts, and I
18 don't think we had them in the agreements.
19 The agreements were made quickly.
20          And to the extent there was any
21 sensitivity to this 80 percent, it's no
22 different than my request that what was
23 permanent capital be labeled LLC interest as
24 opposed to warrants.
25          Renco was giving up 49 percent
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2      to equity, it would affect a different
3      outcome for purposes of control group
4      analysis, for the sake of clarity and to
5      avoid any crazy argument sometime down the
6      road, we would prefer to label the permanent
7      capital as LLC and not warrants.
8         Q     Was the crazy argument that you are
9      referring to there an argument by the PBGC

10      that the control group had not been broken
11      if the --
12         A     I guess it would be a PBGC
13      argument, sure.
14         Q     Now, is there anything else you can
15      recollect occurring on that Sunday phone
16      call that you haven't already told us about?
17         A     No.  It was a very fast phone call.
18               MS. REID:  Let me mark as
19         Ryan 20, a one-page document which is
20         an e-mail from you on January 15th.
21             (Ryan Exhibit 20, E-mail dated
22        January 15, 2012, 9:41 p.m., Bates
23        Number CWT-7795, was marked for
24        Identification.)
25 BY MS. REID:
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2 ownership interest, you know, in a
3 transaction.
4          And I didn't want it to be the case
5 that there'd be some inconsistency in flow
6 of the agreement where someone would argue
7 where the economic reality was they gave up
8 an ownership interest, that the control
9 group outcome was not consistent.

10    Q     So this is essentially the same
11 concern and argument as you had with wanting
12 the LLC --
13    A     First of all, I've never said I had
14 a concern.  And more significantly, I never
15 had an argument with Stuart Freedman.  He
16 agreed with me both with respect to outcome
17 and as to the characterization of the
18 documents.
19    Q     As of January 15th, that Sunday,
20 what was the anticipated closing date?
21    A     As soon as possible.
22    Q     At that point, did you think it was
23 going to be feasible to close on Tuesday?
24    A     I don't know.  An awful lot of work
25 had to be done to get the transaction
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2                 UNITED STATES DISTRICT COURT
3                SOUTHERN DISTRICT OF NEW YORK
4 ----------------------------------------x
5 PENSION BENEFIT GUARANTY CORPORATION,
6                       Plaintiff,
7        -against-                  Civil Action No.
8 THE RENCO GROUP, INC., et al.,    1:13-cv-00621-RJS
9                       Defendants.

10 ----------------------------------------x
11

12

13

14

15                  VIDEOTAPED DEPOSITION OF:

                   ALEXANDER D. BENJAMIN
16                 Tuesday, December 3, 2013

                     New York, New York
17                   10:01 a.m. - 12:31 p.m.
18

19

20

21

22

23                  Reported in stenotype by:

        ---- Rich Germosen, CCR, CRCR, CRR, RMR ----
24            NCRA & NJ Certified Realtime Reporter

            NCRA Realtime Systems Administrator
25                        Job No. 68587
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1
2        Videotaped Deposition of ALEXANDER D. BENJAMIN,
3 taken in the above-entitled matter before RICH GERMOSEN,
4 Certified Court Reporter, (License No. 30XI00184700),
5 Certified Realtime Court Reporter-NJ, (License No.
6 30XR00016800), NCRA Registered Merit Reporter, NCRA
7 Certified Realtime Reporter, Certified LiveNote
8 Reporter, NCRA Realtime Systems Administrator, and a
9 Notary Public within and for the States of New York, New

10 Jersey and Delaware, taken at the offices of KELLEY DRYE
11 & WARREN, LLP, 101 Park Avenue, New York, New York
12 10178, on Tuesday, December 3, 2013, commencing at
13 10:01 a.m.
14
15
16
17
18
19
20
21
22
23
24
25
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2 A P P E A R A N C E S:  (CONT'D.)
3
4 CADWALADER WICKERSHAM & TAFT
5 Attorneys for the Defendants
6        One World Financial Center
7        New York, New York  10281
8 BY:    JOSHUA WEISS, ESQ.
9

10
11
12 PROSKAUER ROSE
13 Attorneys for the Defendants
14        11 Times Square
15        New York, New York  10036
16 BY:    BRADLEY BOBROFF, ESQ.
17
18
19
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23
24
25 ///
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3
4 PENSION BENEFIT GUARANTY CORPORATION
5 Attorneys for the Plaintiff
6        1200 K Street, N.W.
7        Washington, D.C.  20005
8 BY:    JOHN MENKE, ESQ.
9        COLIN ALBAUGH, ESQ.
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11
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14
15
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17 Attorneys for the Plaintiff
18        101 Park Avenue
19        New York, New York  10178
20 BY:    SARAH REID, ESQ.
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2 A P P E A R A N C E S:  (CONT'D.)
3
4 SCHULTE ROTH & ZABEL
5 Attorneys for Alexander D. Benjamin
6        919 Third Avenue
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1          ALEXANDER D. BENJAMIN - 12.03.13
2 advice concerning this issue?
3         A.     I can answer that yes solely based
4 on business information if I'm -- yeah, I can.
5                MR. GODNICK:  Then I'll allow Sarah
6 to press the question.
7         A.     My recollection, and this isn't my
8 primary charge in these transactions, but our deal
9 team was looking very closely at all the current

10 obligations in the company to try to understand
11 whether, consistent with the projections the
12 management team were presenting, the company
13 really had enough liquidity and bandwidth to make
14 it through to a period where they thought the
15 revenue would start to increase.
16                So there was a lot of focus on all
17 the current obligations of the company, including
18 one of which, which was significant, were the
19 current pension obligations.
20                COURT REPORTER:  Which was what?
21                THE WITNESS:  Which was
22 significant.
23                COURT REPORTER:  Which --
24                THE WITNESS:   Which significant
25 obligations were the pension obligations.
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1          ALEXANDER D. BENJAMIN - 12.03.13
2 her?
3         A.     Because my recollection is we were
4 finalizing internal summaries of the potential
5 transaction and she had prepared -- this refreshes
6 my memory.  I think she participated in any
7 diligence calls dealing with HR and pension
8 matters.  She prepared a summary that was included
9 in the presentation, the internal presentation

10 which I reviewed, and there were questions, and I
11 asked her for more clarity because she was not
12 very specific in her summary.
13         Q.     I note that this E-mail was sent at
14 approximately 8:07 in the morning on Tuesday,
15 January 10th.  Were you -- strike that.
16                Did you know -- strike that.
17                Was there a meeting around 8
18 o'clock on Tuesday, January 10th at Cerberus to
19 make the final decision as to whether to go ahead
20 with the transaction?
21                MR. WEISS:  Objection.
22         A.     I am not -- I'm not certain.  I
23 know that early that week there was some early
24 morning meeting scheduled to come to a
25 determination on the transaction.  I don't recall
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1          ALEXANDER D. BENJAMIN - 12.03.13
2         A.     So this is one of many focuses of
3 current obligations of the company relative to the
4 business projections.
5         Q.     Thank you.
6                MS. REID:  I'd like to mark as
7 Benjamin Exhibit 2 an E-mail from you to Jayne
8 Binzer, B-i-n-z-e-r, dated January 10th.
9                (Whereupon, one-page document

10 bearing Bates stamp PGBC 000032346, is received
11 and marked as Benjamin Exhibit 2 for
12 Identification.)
13                MS. REID:  Okay.  Let me give one
14 to Howie.
15                MR. GODNICK:  Thanks.
16 BY MS. REID
17         Q.     Mr. Benjamin, do you recognize this
18 E-mail as being one you sent?
19         A.     I do.
20         Q.     First, who is Ms. Binzer?
21         A.     Ms. Binzer is a member of our
22 operations team who is an HR specialist who often
23 participates in diligence of transactions from an
24 HR perspective.
25         Q.     Why did you send this E-mail to

Page 33

1          ALEXANDER D. BENJAMIN - 12.03.13
2 if it was Tuesday.
3         Q.     Okay.
4                (Whereupon, one-page document
5 bearing Bates stamp PBGC 000021152, is received
6 and marked as Benjamin Exhibit 3 for
7 Identification.)
8 BY MS. REID
9         Q.     Mr. Benjamin, I'm showing you what

10 has been marked as Benjamin Exhibit 3, which is an
11 E-mail from Mr. Ajouz to various people at
12 Cerberus, including you.
13                Does this refresh your recollection
14 as to whether there was a meeting on Tuesday
15 morning, January 10th to make a final decision on
16 the RG Steel transaction?
17         A.     I recall this E-mail.  It refreshes
18 my recollection that there was the intent to have
19 a meeting on Tuesday morning.  I cannot say for
20 certain whether it happened at 8 or later.  There
21 were a series of meetings to talk about the
22 transaction.
23         Q.     And does it refresh your
24 recollection that the decision to go forward with
25 the transaction was made by the team on January
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1          ALEXANDER D. BENJAMIN - 12.03.13
2 10th?
3                MR. WEISS:  Objection.
4         A.     This E-mail, I can't actually
5 discern from this E-mail, but I do recall that the
6 decision was likely made at some point on the
7 10th.
8         Q.     And at that point did you -- did
9 you start preparing documentation for the deal?

10                MR. WEISS:  Objection.
11         A.     I believe at some point late on the
12 10th Schulte Roth started preparing the core
13 documents for the transaction.
14                (Whereupon, one-page document
15 entitled term sheet RG Steel/Renco, bearing Bates
16 stamp CRG-PBGC0022360, is received and marked as
17 Benjamin Exhibit 4 for Identification.)
18 BY MS. REID
19         Q.     I'm going to show you what has been
20 marked as Benjamin 4, which is labeled Term sheet,
21 RG Steel, Renco, which I will represent it came
22 from Mr. Wolf's files, and ask if you've seen that
23 document before?
24         A.     I have.
25         Q.     Okay.  When did you see it first?
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1          ALEXANDER D. BENJAMIN - 12.03.13
2         A.     I was not on a call, I don't
3 believe I was on a call where this term sheet was
4 discussed.  I know I was on calls where the terms
5 reflected in this term sheet were discussed.
6         Q.     Were you ever asked by Renco or its
7 attorneys not to send a term sheet to them?
8         A.     To Renco?
9         Q.     To Renco or its attorneys?

10         A.     Not -- not that I'm aware.
11         Q.     Is it unusual to close a
12 transaction without a term sheet shared in writing
13 between both sides to the transaction?
14                MR. WEISS:  Objection.
15         A.     Generally, yes.
16         Q.     During the time that you've been
17 working at Cerberus, how many times have you --
18 has Cerberus closed a transaction without having a
19 term sheet shared between both sides of the
20 transaction?
21                MR. WEISS:  Objection.
22         A.     Several.
23         Q.     And when you say several, can you
24 give me a sense of what percentage of the deals?
25                MR. GODNICK:  Sarah, I'm sorry, I
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1          ALEXANDER D. BENJAMIN - 12.03.13
2         A.     I can't recall which day that week
3 I first saw this, but it was prepared by Dan to
4 summarize the transaction that we were discussing.
5         Q.     And looking down at the section
6 labeled Warrants, at this point in time does the
7 term sheet accurately reflect your recollection of
8 what the deal terms were concerning warrants;
9 namely, that there would be penny warrants for

10 forty-nine percent of the fully diluted shares of
11 the company?
12                MR. WEISS:  Objection.
13         A.     Yes.
14         Q.     Was this term sheet shared with
15 Renco or its attorneys?
16         A.     I am not aware of whether this term
17 sheet was shared with Renco or its attorneys.  My
18 recollection is Dan provided this to the internal
19 team and this was the basis from which Schulte
20 Roth drafted our initial documents.
21         Q.     Were you ever on any call in which
22 the term sheet was discussed?
23                MR. WEISS:  Objection.
24                MR. GODNICK:  With?
25         Q.     With Renco or its attorneys?
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1          ALEXANDER D. BENJAMIN - 12.03.13
2 missed the beginning of that.
3         Q.     When you say several, can you give
4 me a sense of what percentage of the deals?
5                MR. GODNICK:  Thank you.
6                MR. WEISS:  Objection.
7         A.     That I worked on?
8         Q.     That you've worked on?
9                MR. GODNICK:  In which a term sheet

10 was not exchanged?
11                MS. REID:  Right.
12                MR. GODNICK:  Thank you.
13         A.     I'd say no more than fifteen
14 percent.
15 BY MS. REID
16         Q.     Turning back to the term sheet for
17 a moment, if you could read through it.  My
18 question to you is:  What, if anything, what --
19 take that back.
20                Let me start over.
21                How does the final deal between RG
22 Steel and Renco and Cerberus differ, if at all,
23 from the terms that are reflected on the term
24 sheet?
25                MR. WEISS:  Objection.
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1          ALEXANDER D. BENJAMIN - 12.03.13
2         A.     Relative to -- I just need to
3 ask -- can I ask a question of you?
4         Q.     Sure.
5         A.     Are you asking the deals that were
6 closed on the initial closing date or the
7 ultimate -- there were modifications to the deal
8 post-closing?
9         Q.     The deal on the closing date.

10         A.     On the closing date.
11                MR. WEISS:  Same objection.
12         A.     So going through the term sheet,
13 the ultimate deal did not involve forty-nine
14 percent -- penny warrants for forty-nine percent
15 of the company, but rather penny warrants for
16 twenty-four point five percent and equity --
17 direct equity was granted in RG Steel or I think
18 actually in RG Steel Holding Company for the other
19 twenty-four point five percent.
20         Q.     Okay.
21         A.     I'm not entirely sure if this
22 statement that talks about releasing the
23 enhancements -- the warrants are reduced
24 twenty-five percent -- well, it certainly
25 doesn't -- it doesn't correspond to the final
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2 with the PBGC prior to the closing on January
3 17th?
4         A.     I did not, but I did not review all
5 the -- all the core legal diligence documents.  I
6 deferred to Schulte Roth on some of the diligence.
7         Q.     At any point in time prior to the
8 closing were you told by anyone at all that Renco
9 had filed such a form?

10         A.     I don't believe I was.
11         Q.     Okay.  Were you told by anyone at
12 Renco or by their attorneys that employees of
13 Renco were in active discussion with the PBGC
14 concerning the PBGC's concern over the filing of
15 the Form 10?
16                MR. WEISS:  Objection.
17         A.     No.
18         Q.     Okay.  I believe that you mentioned
19 that you had conversations with Ari Rennert at
20 some point in the documentation phase of the deal;
21 is that correct?
22                MR. WEISS:  Objection.
23         A.     I believe I participated, and by
24 that I mean I was probably in the room and
25 announced on the call in some conversations
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1          ALEXANDER D. BENJAMIN - 12.03.13
2 transaction because obviously there are only
3 twenty-five percent of warrants -- twenty-four
4 point five percent of warrants, but the ultimate
5 structure was, I believe, a little more
6 complicated in terms of how the warrants could be
7 exercised.
8                I think the rest of the term sheet
9 reflects the deal that closed on January 17th?

10         Q.     17th.
11         A.     17th.
12         Q.     Right.  Thank you.  I think we're
13 done with that one for a moment.
14                During the period of your due
15 diligence on the weekend of the 7th and 8th and on
16 into the 9th, were you or anyone at Cerberus, to
17 your knowledge, told that Renco had filed a Form
18 10 notice of advance reportable event with the
19 PBGC in December of 2011?
20         A.     Not to my knowledge.
21         Q.     Okay.  And are you aware of what a
22 Form 10 notice of advance reportable event is?
23         A.     I am today.
24         Q.     Did you ever see the Form 10 notice
25 of advance reportable event that had been filed
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2 between Ari and Dan Wolf.
3         Q.     Okay.
4         A.     I didn't have any direct
5 conversations with Ari until that Saturday.
6         Q.     Okay.  And that would be at the
7 dinner that was held at Ira Rennert's house on
8 Saturday?
9         A.     Yes, yes.

10         Q.     At any point did Ari Rennert tell
11 anyone at Cerberus, to your knowledge, that he
12 personally had been having discussions with
13 personnel at the PBGC?
14         A.     Prior to the transaction closing?
15         Q.     Prior to the transaction closing.
16         A.     No.
17         Q.     Okay.  Did you know that the PBGC
18 had sent a letter on January 6th to Mr. Ari
19 Rennert indicating that the PBGC planned to
20 terminate the single employee pension plans absent
21 a guarantee from Renco --
22                MR. WEISS:  Objection.
23         Q.     -- of the plan's liabilities?
24                MR. WEISS:  Sorry.  Objection.
25         A.     I did not.
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1          ALEXANDER D. BENJAMIN - 12.03.13
2         Q.     Okay.  And did you ever see that
3 document prior to -- that letter prior to the
4 closing?
5         A.     No.
6         Q.     And January 6th was the day that
7 you were first asked to get involved in this
8 matter?
9         A.     That is correct.

10         Q.     Okay.  And did you know that an
11 administrative subpoena had been served by the
12 PBGC on Renco on January 6th requesting further
13 information from Renco concerning the proposed
14 transaction?
15         A.     I did not.
16         Q.     Did you -- did anyone at Cerberus,
17 and this is just a yes or no answer, ever tell you
18 that they knew that such an administrative
19 subpoena had been served on Renco?
20         A.     No.
21         Q.     Did you ever know prior to the
22 closing that the administrative subpoena requested
23 all term sheets from potential investors in the RG
24 Steel transaction?
25                MR. WEISS:  Objection.
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2                MR. GODNICK:  Can you just refine
3 that a little bit?
4                MS. REID:  Yes.
5         Q.     I mean after speaking -- yeah,
6 that's a fair question.
7                After speaking -- in fact, leaving
8 aside after speaking, let me start over.
9                Did you ever speak to anyone at

10 Renco after the receipt of the subpoena from the
11 PBGC concerning the receipt of the subpoena?
12         A.     At any time after?
13         Q.     Yes.
14         A.     Yes.
15         Q.     Who did you speak to?
16         A.     We had a meeting several weeks
17 later, I don't recall the date, with Ira Rennert,
18 Ari Rennert, Roger Fay.  I apologize.  I'm
19 completely -- the name of one of the other senior
20 executives, I can't recall.  Renco was there.
21                And from Cerberus was Dan Wolf, me,
22 Tarek Ajouz, and I believe part of the meeting
23 Steve Feinberg.
24         Q.     Where did the meeting take place?
25         A.     That meeting took place at
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2         A.     I did not.
3         Q.     When did you first learn of the
4 PBGC's involvement and concern about the RG Steel
5 transaction?
6                MR. WEISS:  Objection.
7         A.     So the transaction closed on
8 Tuesday, January 17th, and I believe we received a
9 subpoena on Wednesday -- Cerberus received a

10 subpoena on Wednesday, January 18th, and I found
11 out from my colleague first thing in the morning.
12         Q.     And when you say your colleague,
13 who are you referring to?
14         A.     Sheila Peluso, who is one of our
15 in-house counsel.
16         Q.     What did you do?
17         A.     I spoke to our general counsel,
18 Mark Neporent.
19         Q.     And I don't want to have the
20 substance of those discussions.
21         A.     And we spoke to Schulte Roth.
22                MR. GODNICK:  I can tell you the
23 color Mark turned.
24         Q.     And did you do anything else?
25         A.     That day?
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2 Cerberus.
3         Q.     And how long did the meeting last?
4         A.     Maybe an hour.
5         Q.     And what was the subject of the
6 meeting?
7         A.     The subject of the meeting was the
8 capital call agreement that it was entered into in
9 connection with the transaction.

10         Q.     And did the subject of the PBGC
11 inquiry come up in that conversation?
12         A.     It did.
13         Q.     And what was said on that subject?
14         A.     I told Ari Rennert that if we had
15 had any knowledge of any of the discussions that
16 were going on with the PBGC, we never would have
17 closed the transaction.
18         Q.     And what was his response, if any?
19         A.     His response I believe was they
20 were operating at the advice of counsel and felt
21 that they had handled information appropriately.
22                MR. GODNICK:  Mr. Court Reporter,
23 can you read back the last two sentences of
24 Mr. Benjamin's response?  I'm not sure I heard it.
25                MS. REID:  You can let him read it
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1          ALEXANDER D. BENJAMIN - 12.03.13
2 if you want or I can read it.
3                "I told Ari Rennert that if we had
4 had any knowledge of any of the discussions that
5 were going on with the PBGC, we never would have
6 closed the transaction.
7                "And what was his response, if any?
8                "His response I believe was they
9 were operating on the advice -- at the advice of

10 counsel and felt that they had handled the
11 information appropriately."
12                MR. GODNICK:  Thank you.
13                I didn't know there was a negative
14 modifier in there.  That's what I couldn't hear.
15 BY MS. REID
16         Q.     Was anything further said on this
17 topic by you?  Did you respond?
18         A.     I don't believe I said anything
19 further at that meeting on that topic.
20         Q.     And did anyone else at the meeting
21 speak to this topic?
22         A.     Not specifically, to my
23 recollection.
24         Q.     When you say not specifically, I
25 have to follow up and to say do you have any
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2 benefit representations in Section 4.11?
3         A.     It was referred to.  It wasn't
4 discussed in detail at the meeting.
5         Q.     And that representation, among
6 others, at D was a representation by Renco and the
7 borrowers that were signatories that there had
8 been no -- nor to the knowledge of any loan party
9 is there reasonably expected to occur any ERISA

10 event other than those that in the aggregate could
11 not reasonably be expected to result in either ten
12 million dollars of liability in the aggregate or
13 material adverse change.  Am I correct that that
14 was one of the representations and warranties?
15         A.     Without the document in front of
16 me, I believe that's a rep -- a standard rep in
17 our agreements.
18         Q.     And I'm happy to give you the
19 document if you would like to have it.  Would
20 that -- I mean I have copies of it.
21                MR. GODNICK:  Well, let's see what
22 the next question is and then we'll --
23                MS. REID:  Okay.
24                MR. GODNICK:  -- we can decide.
25         A.     I'm not sure.  I know RG Steel made
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2 general recollection?
3         A.     The meeting was to discuss the
4 terms of this capital call agreement and the
5 company needed additional funding.  There was a
6 disagreement about -- between Cerberus and Renco
7 as to how that capital agreement -- capital call
8 agreement worked, and there was also some level of
9 discussion as to whether RG Steel was in default

10 under the credit agreement for a number of
11 reasons.
12                So there was general discussions
13 about the status of the loan which involved the
14 issue of whether covenants and representations and
15 warranties had been breached on the agreement and
16 some of those related to the PBGC subpoena and
17 what had been disclosed to us prior to the
18 transaction.
19         Q.     When you refer to the credit
20 agreement, you're referring to the credit
21 agreement that was signed on January 17th as part
22 of the closing?
23         A.     Yes.
24         Q.     And was one of the representations
25 and warranties that was discussed the employee
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2 that representation.  I just don't recall --
3 BY MS. REID
4         Q.     If Renco did?
5         A.     -- if Renco is a loan party, but
6 just the way you phrased it, I think RG Steel
7 definitely made that representation.
8         Q.     And had Renco guaranteed, in
9 essence, RG Steel's --

10         A.     Yes.
11                MR. GODNICK:  Just let her --
12                MR. WEISS:  Objection.
13                MR. GODNICK:  Hang on.  Let her
14 finish the question.  You can give your answer
15 and --
16                MR. WEISS:  I don't even see the
17 question.
18 BY MS. REID
19         Q.     The question is:  And had Renco
20 guaranteed RG Steel's performance or under the --
21 at the closing?  That's not a good question.
22                MR. WEISS:  I'm going to object to
23 that question, but just for clarity of the record,
24 is that the question the witness was answering?
25                MS. REID:  Yes, that was what we
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1          ALEXANDER D. BENJAMIN - 12.03.13
2 were trying to answer.
3                MR. GODNICK:  Well, now we have a
4 complete question.
5                MS. REID:  Let me do it again --
6                MR. GODNICK:  Okay.
7                MS. REID:  -- because it's not a
8 good question.
9 BY MS. REID

10         Q.     What had Renco guaranteed, what was
11 Renco's guarantee of RG Steel's obligations --
12                MR. WEISS:  Objection.
13         Q.     -- in this transaction?
14                MR. WEISS:  Sorry.  Objection.
15         A.     Renco had provided -- I believe
16 Renco had provided certain limited guarantees of
17 RG Steel's performance under the loan, and I
18 believe there was a guarantee from -- a limited
19 guarantee from Renco, as well as from one of its
20 affiliates.
21         Q.     Am I correct that if RG Steel
22 breached its representations and warranties, that
23 that constituted an event of default under the
24 credit agreement?
25                MR. GODNICK:  I'm going to object
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2 there was any specific references to the credit
3 agreement.  Given the participants of the meeting
4 that would be unusual.  There were discussions
5 about issues with information disclosure and there
6 was -- obviously the PBGC subpoena was a topic
7 that we've addressed, and there was discussion
8 about disappointment over the significant misses
9 in a very short time of the company's performance

10 projections, but I don't believe any
11 representations in the credit agreement were
12 specifically discussed.
13         Q.     Were the representations and
14 warranties in the credit agreement that was signed
15 on January 17th the same as those that were
16 contained in the senior lending documents?
17                MR. WEISS:  Objection.
18         A.     I didn't negotiate the senior
19 lending documents.  My -- and I did review them
20 quickly.  My recollection is they were intended to
21 be parallel.
22         Q.     Thanks.
23                MS. REID:  If you want, this would
24 be a good time to take a quick break, maybe five
25 or ten minutes, and then we're going into a
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2 to the extent the question calls for a legal
3 conclusion in response.
4                Subject to that objection, you may
5 answer.
6                MR. WEISS:  I'm joining in that
7 objection.
8         A.     Can you repeat the question?
9         Q.     Am I correct that if RG Steel

10 breached its representations and warranties under
11 the credit agreement, that that constituted an
12 event of default under the credit agreement?
13         A.     Yes, I believe so, yes.
14         Q.     And am I correct that that subject
15 was a part of the discussion at the meeting we've
16 been discussing between Cerberus and Renco which
17 occurred several weeks later?
18         A.     It was part of that conversation.
19         Q.     And were there other
20 representations and warranties that Cerberus
21 expressed at the meeting they believed had been
22 breached as a result of the failure to disclose
23 the PBGC negotiations and the Form 10?
24                MR. WEISS:  Objection.
25         A.     I don't recall that at the meeting
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2 different area, so.
3                MR. GODNICK:  That's fine.  We
4 probably could push through subject to --
5                THE WITNESS:  I'm fine.
6                MR. GODNICK:  Yeah.
7                MS. REID:  I know, I just --
8                MR. GODNICK:  If you want a break,
9 that's another -- no, no, that's -- you're asking

10 me if we need a break.  I think the answer is no,
11 but if you do --
12                MS. REID:  Okay.  It will just take
13 a second.
14                MR. GODNICK:  Okay.
15                THE VIDEOGRAPHER:  The time is
16 11:03 a.m.  This is the end of Tape Number 1.  We
17 are off the record.
18                (Whereupon, a short recess is
19 taken.)
20                THE VIDEOGRAPHER:  Stand by,
21 please.
22                The time is 11:10 a.m.  This is the
23 start of Tape Number 2.  We are on the record.
24                MS. REID:  I'm going to mark as
25 Benjamin Exhibit 5 an E-mail chain which is, the
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1          ALEXANDER D. BENJAMIN - 12.03.13
2 top E-mail is dated January 11th and the E-mail
3 below that is January 10th from Tarek Ajouz to Jim
4 Reitzig, c.c. to you.
5                (Whereupon, multipage document
6 bearing Bates stamps RENGRP0005372 through 5374,
7 is received and marked as Benjamin Exhibit 5 for
8 Identification.)
9 BY MS. REID

10         Q.     Do you recollect receiving this
11 E-mail -- these E-mails on or about January 10th?
12         A.     Not specifically, but I recollect
13 at some point at this stage we were working very
14 hard.
15         Q.     And that was what I was going to
16 direct your attention to, on the second E-mail, on
17 the first page where Mr. Ajouz says to Jim
18 Reitzig, c.c. to you:  Quick update on the timing.
19 We are working through the night on the docs with
20 a goal of getting you your side of draft in the
21 early part of the day tomorrow.
22                Does that comport with your
23 recollection as to the speed at which you were
24 preparing the documentation?
25         A.     Yes.
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2 Identification.)
3 BY MS. REID
4         Q.     Let me mark as Benjamin 6 an E-mail
5 chain from January 13th starting with an E-mail
6 from you, and ask if you recognize that chain of
7 E-mails?
8         A.     I do.
9         Q.     And going to the first E-mail of

10 the chain, which is -- appears to be an E-mail
11 from you, is this the point in time when Cerberus
12 stopped working on the deal on Friday?
13         A.     It's the point in time where we
14 told Schulte Roth to stop working on the deal.
15 And I believe we asked Schulte to communicate that
16 to Cadwalader.
17         Q.     Okay.  Did you continue to receive
18 communications from Cadwalader concerning the
19 deal?
20         A.     On that Friday?
21         Q.     That Friday or Saturday?
22         A.     I believe -- well, I don't believe
23 I did.
24         Q.     Do you believe Schulte did?
25         A.     I think Schulte may have received
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2         Q.     How many nights did you work
3 between the time January 10th and the day the deal
4 closed on the 17th?
5                MR. WEISS:  Objection.
6         A.     Every night except for that Friday
7 the 13th.
8         Q.     And was there a hiatus on Friday --
9 starting Friday afternoon on the 13th in terms of

10 the work that you were doing on this, the deal?
11                MR. WEISS:  Objection.
12         A.     Personally, yes.
13         Q.     Okay.
14         A.     Well, yes.
15         Q.     And how long did that hiatus last?
16                MR. WEISS:  Objection.
17         A.     Several hours in the afternoon and
18 I don't recall there being much work done that
19 evening --
20         Q.     Okay.
21         A.     -- if any.
22                (Whereupon, two-page document
23 bearing Bates stamps SRZ0004470 and 44711, also
24 bearing Bates stamps PGBC 000017268 and 17269, is
25 received and marked as Benjamin Exhibit 6 for
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2 some E-mails on Saturday.
3         Q.     By -- stop.
4                When was the dinner that was held
5 on Friday night first set up -- Saturday night,
6 excuse me, first arranged?
7         A.     Some time later that afternoon on
8 Friday.
9         Q.     So by the close of -- I shouldn't

10 say close of business since you never close.  By
11 the end of the day on Friday, before sundown, was
12 the dinner arranged?
13         A.     Yes.
14         Q.     And were you going to that dinner?
15 Were you invited to that dinner?
16         A.     Unfortunately, yes.
17         Q.     This is 6; right?
18                MS. REID:  I'm going to mark as
19 Benjamin Exhibit 7 an E-mail from Dan Wolf, which
20 you're c.c.'ed on, from Thursday, January 12,
21 2012.
22                (Whereupon, multipage document
23 bearing Bates stamps Ari NGRP0013513 through
24 13515, is received and marked as Benjamin Exhibit
25 7 for Identification.)
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1          ALEXANDER D. BENJAMIN - 12.03.13
2                MR. GODNICK:  7?
3                MS. REID:  Huh?
4                MR. GODNICK:  7.
5                MS. REID:  7, yes.  Did I say the
6 wrong --
7                MR. GODNICK:  No, no, I just --
8                MS. REID:  It's 7.
9 BY MS. REID

10         Q.     Mr. Benjamin, have you seen this
11 E-mail before?
12         A.     Yes.
13         Q.     I'm going to direct your attention
14 to about halfway down the page, the paragraph that
15 starts:  We have always discussed warrants.  We
16 are a lender and we should not -- should be not --
17 be forced to hold direct equity.  That was always
18 the discussion.
19                Was that your understanding of the
20 deal terms as of the morning of January 12th?
21                MR. WEISS:  I'm going to object and
22 just note for the record that's not what the
23 E-mail actually says.
24                MR. GODNICK:  Well, Mr. Wolf
25 testified that the word not should have been
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2 and negotiations on the documents and this was a
3 point that was outstanding, to my recollection,
4 very late in the process, so.
5         Q.     And was -- sorry, I didn't mean to
6 interrupt you.
7         A.     So it was something that I was
8 involved in and discussed with Schulte Roth a
9 number of times.

10         Q.     Was this the first time that Renco
11 had asked that twenty-four point five percent
12 equity be part of the transaction?
13                MR. GODNICK:  Sarah, if you could
14 just speak clear as to what this is?  You say is
15 this the first time.
16                MS. REID:  January 12th.
17                MR. GODNICK:  Thank you.
18                MR. WEISS:  Objection.
19         A.     I believe so, yes.
20 BY MS. REID
21         Q.     Were you aware of any discussion of
22 Mike Ryan with Mr. Freedman at Schulte concerning
23 this issue prior to January 12th?
24                MR. WEISS:  Objection.
25         A.     My recollection is the first time
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2 included in the E-mail, so I'll make that
3 representation if that was the focus of the
4 objection.
5                MS. REID:  Okay.
6                MR. GODNICK:  I don't want to
7 quibble about what it says.
8                MR. WEISS:  Just making sure the
9 record is clear.

10                MS. REID:  Thank you.
11 BY MS. REID
12         Q.     So I think the question was:  Was
13 that your understanding of the deal terms
14 concerning the warrants as of the morning of
15 January 12th?
16                MR. WEISS:  I'm going to object.
17         A.     Yes.
18         Q.     What role, if any, did you have in
19 resolving this issue of the equity versus
20 warrants -- we'll just leave it at that.
21                What role, if any, did you have in
22 resolving the issue of the equity versus warrants
23 with Renco or its counsel?
24                MR. WEISS:  Objection.
25         A.     I was overseeing negotiations of it
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2 it was raised was in the credit agreement comments
3 that we got in this E-mail dated Thursday, January
4 12, 12:52 a.m.
5         Q.     Okay.
6         A.     And that was what prompted Dan's
7 response that morning.  I don't know if Stuart
8 Freedman and Mike Ryan had a conversation before,
9 but I don't believe so.

10         Q.     Let's -- was this issue outstanding
11 as of the time of the Saturday dinner at Ira
12 Rennert's apartment?
13                MR. WEISS:  Objection.
14         A.     Yes.
15         Q.     Can you describe for me the
16 business part of that meeting?
17                MR. GODNICK:  The dinner meeting?
18                MS. REID:  The dinner meeting.
19                MR. GODNICK:  Starting with
20 appetizers.
21                MS. REID:  Only the business part.
22         A.     Yes.  Dan Wolf and I and
23 subsequently joined by Mr. Feinberg met at the
24 Rennert's home sometime after sundown, I want to
25 say 7 or 7:30.  Larry Goldberg from Schulte joined
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2 us.  Chris McDermott and Mike Ryan were there from
3 Cadwalader.  Ira Rennert, Ari Rennert and Ari
4 Rennert's wife were present.  We exchanged
5 pleasantries and then there was a conversation
6 about the business terms that were open,
7 specifically I believe some of the interest terms
8 in the credit facility, as well as what additional
9 collateral would be offered by Renco to support

10 these facilities.  I believe that took about
11 thirty minutes, and then there was some discussion
12 generally about the company's performance and
13 small talk.
14         Q.     And at the end of the thirty-minute
15 discussion concerning the additional collateral
16 Cerberus wanted to obtain in order to support the
17 credit facilities, did Mr. Rennert -- the
18 Mr. Rennerts agree to the terms that Cerberus
19 wanted?
20                MR. WEISS:  Objection.
21         A.     My recollection is there were
22 concessions on both sides on business points, but
23 that there was a meeting of the minds on those
24 core business points by the end of the dinner.
25         Q.     Do you have any recollection of
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2 a call amongst outside specialist counsel the next
3 day to try to resolve the issues, and I can't
4 remember if there were any other open issues that
5 were discussed.  I don't think they were in
6 detail, and essentially it was left to the lawyers
7 to wrap it up.
8         Q.     Okay.  Was the liquidity support
9 agreement discussed --

10                MR. WEISS:  Objection.
11         Q.     -- during this dinner?
12         A.     It was such -- I -- it may have
13 been.  I can't recall -- I know that it was an
14 open issue until late in the negotiations.  I just
15 can't recall if we talked about it at that dinner.
16         Q.     Do you recall when that issue was
17 resolved, the issue being the liquidity support
18 agreement?
19                MR. WEISS:  Objection.
20         A.     Well, the liquidity support
21 agreement was the approach that Renco wanted to
22 take that we, Cerberus, found unacceptable.  I
23 think -- so to be specific, I think what happened
24 was we agreed that it would be a capital call
25 agreement, not a liquidity support agreement some
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2 what concession Cerberus made?
3         A.     I believe Renco agreed that the
4 guarantees would cover and the pledge collateral
5 would cover accrued interest and that they would
6 increase the amount of collateral pledged in the
7 form of certain hedge fund interests, but that
8 subject to certain conditions occurring, that
9 collateral could be reduced subsequently from

10 seventy to fifty million dollars, which was a
11 request of Renco, and I cannot recall that
12 condition pressing to the reduction of the
13 collateral amount, but that was a concession we
14 made.
15         Q.     Can you recall any others?
16         A.     No.
17         Q.     Was there discussion of any other
18 issues pertaining to the deal other than what
19 you've described as the business term part of the
20 discussion?
21         A.     My recollection was that at some
22 point one of the outside counsel in the room
23 reminded the group that there were other open
24 issues, including the equity versus warrants
25 issue, and the agreement was on that point to have
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2 time prior to the Saturday dinner, and the
3 specific triggers for which the capital call
4 agreement would be exercised were probably agreed
5 to at the dinner, I believe.
6                It was a very important issue
7 because we wanted to ensure that the company had
8 enough liquidity under, we hoped, any circumstance
9 to have enough runway to succeed and so that

10 capital call agreement was a big point in the
11 negotiations.
12         Q.     What was the purpose -- going back
13 again to the equity versus warrant issue, what was
14 the purpose of the call that counsel was going to
15 have on Sunday on that topic?
16                MR. WEISS:  Objection.
17         A.     No one in the room was an ERISA
18 lawyer.  Certainly no one from our side because
19 Larry Goldberg is a finance lawyer and myself.
20 Ron Richmond who is our senior ERISA lawyer at
21 Schulte we use for most of these issues wasn't
22 available and for the dinner.  I don't know if we
23 even invited him.  I don't think we anticipated
24 having a conversation.  And we needed, we needed
25 to have the specialist discuss and fundamentally
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1          ALEXANDER D. BENJAMIN - 12.03.13
2 get Schulte comfortable that by accepting direct
3 equity we were not, Cerberus was not as a lender
4 in way enhancing its exposure towards control
5 group liability.
6         Q.     You mentioned control group
7 liability.  What are you referring to?
8         A.     Referring to what I understand is
9 statute and case law that if a pension plan is

10 terminated that the PBGC can seek recourse against
11 the ultimate equity owners if they owned eighty
12 percent or more of the company.
13         Q.     And did the Sunday call occur?
14         A.     My understanding is it did.
15         Q.     And were you on that call?
16         A.     I was not.
17         Q.     Did you become comfortable that
18 Cerberus would not be exposed to control group
19 liability if it accepted the twenty-four point
20 five percent equity?
21                MR. GODNICK:  Can I hear the
22 question again, please?  I was coughing for the --
23         Q.     Did you become comfortable that
24 Cerberus would not be exposed to control group
25 liability if it accepted the twenty-four point
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2         A.     We became comfortable proceeding
3 with the transaction structured with twenty-four
4 point five percent warrants and twenty-four point
5 five percent equity.
6         Q.     And this is just a yes or no
7 question:  Was the basis --
8                MR. GODNICK:  Maybe.
9         Q.     Subject to your counsel's

10 instruction, was the basis for your becoming
11 comfortable proceeding with the structure, this
12 structure based on advice of counsel?
13                MR. GODNICK:  That you can answer
14 yes, no, or I don't recall.
15         A.     Yes.
16         Q.     Counsel being Schulte?
17         A.     Yes, Schulte.
18         Q.     Let me go back for a moment to the
19 pace of the closing of the transaction.  I believe
20 that you said you were basically working day and
21 night from the 10th until the 17th to close the
22 transaction with the exception of a hiatus on
23 Friday; is that correct?
24                MR. WEISS:  Objection.
25         A.     That is correct.
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2 five percent equity?
3                MR. GODNICK:  Do you want to chat?
4                THE WITNESS:  Yeah.
5                MR. GODNICK:  Okay.  Give us one
6 second on this issue.
7                MS. REID:  Sure.
8                THE VIDEOGRAPHER:  The time is
9 11:34 a.m.  We're off the record.

10                (Whereupon, a short recess is
11 taken.)
12                THE VIDEOGRAPHER:  Stand by,
13 please.
14                The time is 11:35 a.m.  We are on
15 the record.
16                MR. GODNICK:  We're dancing around
17 a privilege concern on our side.  If the question
18 is read back I think he will respond and then
19 we'll have to take it incrementally from there.
20 BY MS. REID
21         Q.     The question was:  Did you become
22 comfortable that Cerberus would not be exposed to
23 control group liability if it accepted the
24 twenty-four point five percent equity?
25                MR. WEISS:  Objection.
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2         Q.     At any point in time was there a
3 target date set for closing?
4         A.     I do not recall there being a fixed
5 target date.  It was always as soon as we could.
6 I think the original goal was Friday and if not
7 Friday as soon as we could after that.
8                MR. GODNICK:  Just a clarity,
9 Friday the 13th?

10         A.     Friday the 13th.
11         Q.     And when did the transaction close
12 on January 17th?
13         A.     I think we, I believe we finalized
14 documents very late on the 16th or on the morning
15 of the 17th.  We needed the bank group to approve
16 certain amendments to permit the financing which I
17 believe happened maybe on the 12th -- on the 16th,
18 but possibly the morning of the 17th and documents
19 were signed and funding occurred before noon on
20 the 17th, funding of I think one of the tranches
21 of debt.
22         Q.     Who told you that January 13th was
23 the initial target date?
24                MR. WEISS:  Objection.
25 Mischaracterizes the witness' testimony.
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2 Foundation as well.
3                MR. GODNICK:  You may answer.
4         A.     I don't believe anyone ever
5 specifically made the 13th a target date.  My
6 mandate was to work with the team to get the
7 transaction as close, closed as quickly as
8 possible from the evening of the 6th on, and once
9 we had revolved issues over the weekend it was all

10 hands on deck to close it as quickly as possible.
11         Q.     Did anyone tell you that the deal
12 had to be closed no later than Tuesday the 17th?
13         A.     My understanding was that there was
14 some risk of a default under the senior debt or
15 not making payroll, some significant event for the
16 company if they didn't receive funding as soon as
17 possible.  I never -- I'm not sure I was aware
18 that there was a specific date or not.
19         Q.     Do you recall Mr. Rennert, Ari
20 Rennert expressing to you the sense of urgency and
21 the desire to have the deal closed as quickly as
22 possible?
23                MR. WEISS:  Objection.
24         Q.     At the Saturday dinner?
25         A.     I actually believe it came more
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2         A.     Well, at that point I was
3 intimately familiar with the transaction.  We,
4 Cerberus also had a piece of the senior debt, the
5 last piece of the revolver and as the company was
6 struggling I worked with our lending team on
7 trying to -- to think about work out scenarios for
8 the senior debt as well as what we were, ongoing
9 discussions with Renco about funding through the

10 specific facility we close on the 17th, so.
11         Q.     After the 17th did your role change
12 with regard to the transaction?
13         A.     With regard to the transaction
14 question, no.
15         Q.     Okay.  Did you assume
16 responsibility for the monitoring the progress of,
17 you know, the RG Steel matter?
18                MR. WEISS:  Objection.
19         A.     RG Steel was a loan closed by our
20 Cerberus business finance unit.  They have
21 hundreds of positions, they monitored them very
22 closely.  I was kept current on what was going on,
23 but I wasn't responsible for monitoring the
24 performance of the company.
25         Q.     You mentioned that you were
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2 from Ira Rennert at the Saturday dinner.
3         Q.     Okay.  And what did Mr. Ira Rennert
4 say?
5         A.     I can't -- I wouldn't be able to
6 recall the exact words, the sense was:  All right,
7 we've revolved these issues.  Lawyers talk.  This
8 has to get done ASAP.
9         Q.     I think you mentioned that you

10 needed consent from the senior bank group; is that
11 correct?
12         A.     I believe they needed a consent and
13 I think they needed amendments, allow for some
14 amendments to the senior documents to permit the
15 extra debt to come in.
16         Q.     Did you ever have any discussions
17 with any of the bank group or their counsel?
18         A.     Not prior to the closing of the
19 transaction.
20         Q.     Did you have any discussions after
21 the closing?
22         A.     I participated in discussions much
23 later I think starting in late February or March.
24         Q.     And what was the purpose of those
25 discussions?
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2 involved in looking at work out scenarios.  And my
3 question really is how did that come about and who
4 asked you to do that?
5         A.     Well, we -- I stayed with the
6 transaction.  Sorry, the microphone fell.
7         Q.     You were the in-house counsel?
8         A.     Yes.
9         Q.     Who was supporting --

10         A.     This was my --
11                (Unintelligible, simultaneous
12 testimony interrupted by the court reporter.)
13                COURT REPORTER:  I need one at a
14 time, please.
15                MR. GODNICK:  He said it was my
16 responsibility.
17         A.     It was my responsibility.
18                MS. REID:  Can you give us like two
19 minutes?
20                MR. GODNICK:  Sure.
21                MS. REID:  And then I don't think I
22 will have --
23                MR. GODNICK:  Or as my grandmother
24 would say:  Sure.
25                THE VIDEOGRAPHER:  The time is

Case 1:13-cv-00621-RJS   Document 61-18   Filed 06/20/14   Page 14 of 16



TSG Reporting - Worldwide     877-702-9580

24 (Pages 90 to 93)

Page 90

1          ALEXANDER D. BENJAMIN - 12.03.13
2 Z-Pak.
3                MS. REID:  Jesus Christ.  Why isn't
4 your thing working?  This may be why you didn't
5 have it on.
6                MR. GODNICK:  There is something
7 wrong with that clip; right?  Do you know what?
8 Just switch sides.
9                MS. REID:  Yeah, it doesn't work.

10                MR. GODNICK:  That's why I was --
11                MS. REID:  It's literally two
12 questions.
13                MR. WEISS:  No problem.
14                THE VIDEOGRAPHER:  The time is
15 12:19 p.m.  We're off the record.
16                (Whereupon, a short recess is
17 taken.)
18                THE VIDEOGRAPHER:  Stand by,
19 please.
20                The time is 12:19.  We're back on
21 the record.
22
23 EXAMINATION BY MS. REID:
24         Q.     Mr. Benjamin, Mr. Weiss asked you
25 some questions about the Saturday night dinner and
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2 personally deferred to Ron Richmond and we asked
3 to set up that call and it just wasn't, the
4 conversation -- there was no point in having the
5 conversation at that forum.
6         Q.     Okay.  And that was the call that
7 occurred Sunday morning?
8         A.     Correct.
9         Q.     Okay.  Let me go back.  Sorry, I

10 just have to find this.  Why is this not working?
11 Waiting for data.  Oh, well.  This is what I'm
12 going to do.  I'll just do it from my notes.  All
13 right.
14                Mr. Weiss asked you whether anyone
15 at Renco had communicated to you personally that
16 they would not close the deal unless the equity
17 component was half direct equity and half warrants
18 and I believe your answer to that was no.
19                Do you remember that testimony?
20         A.     I do.
21         Q.     My question is is did anyone at
22 Renco or Renco's attorneys communicate that they
23 would not close the deal unless the equity
24 component was half a direct ownership interest to
25 anyone at Cerberus, to your knowledge?
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2 who raised the issue about equity and warrants.
3 Was it Mr. Ryan who raised the issue from
4 Cadwalader?
5         A.     I don't recall.  Most likely it
6 was.
7         Q.     Okay.
8         A.     I don't think Larry Goldberg raised
9 it.  I don't believe I raised it.  I don't think

10 Chris McDermott would have raised it as that
11 wasn't his focus in the transaction.
12         Q.     Okay.
13         A.     My recollection it was lawyers
14 which I was supportive of saying there are some
15 more things to talk about before we leave.
16         Q.     Okay.  And so am I correct that the
17 lawyers then discussed the issue of the equity
18 versus warrants and the need to resolve it; is
19 that correct?
20                MR. WEISS:  Objection.
21         A.     My recollection is that the issue
22 was raised as an open issue and everyone quickly
23 said there is no one here to discuss it; and
24 everyone being the lawyers really kind of amongst
25 themselves, we need to have a call; and I
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2         A.     No, I think those conversations
3 were between Mike Ryan and Stuart Freedman --
4         Q.     Okay.
5         A.     -- for handling the equity
6 documents.
7         Q.     Okay.
8                Do you know whether Mr. Ryan
9 communicated that fact to Mr. Freedman namely that

10 Renco was not prepared to close unless the equity
11 component of twenty-four point five percent was
12 part of the deal?
13                MR. WEISS:  Objection.
14         A.     I don't know if he communicated
15 that Renco wasn't prepared to close.  I know he
16 communicated that it was their position that they
17 needed equity to Mr. Freedman.
18         Q.     And they needed equity in an amount
19 of twenty-four point five percent?
20                MR. WEISS:  Objection.
21         A.     They wanted half of the warrants to
22 be rather than warrants in the form of direct
23 equity in the company or its holding company.
24         Q.     And as far as you know -- well,
25 strike that.
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2                Did Mr. Ryan ever communicate to
3 Mr. Freedman why Renco needed the equity?
4                MR. WEISS:  Objection.
5         A.     I think I can only answer yes, no
6 on that.
7                MR. GODNICK:  Right, so far.  She
8 just asked if you know, yeah.
9         A.     I believe so.

10         Q.     What did Mr. Ryan say was the
11 reason?  Not any advice or any --
12                MR. GODNICK:  The problem is going
13 to be that communication presumably, I don't know,
14 came from Freedman, but let me step outside as
15 much as it pains me to extend this.
16                MR. WEISS:  Sure.
17                THE VIDEOGRAPHER:  The time is
18 12:26 p.m.  We're off the record.
19                (Whereupon, a short recess is
20 taken.)
21                THE VIDEOGRAPHER:  Stand by,
22 please.
23                The time is 12:28 p.m.  We're on
24 the record.
25                MR. GODNICK:  I'm going to let him
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2 actually not responsive to your question, Sarah.
3                (Direction not to answer the
4 question.)
5                MS. REID:  Final question.
6 BY MS. REID
7         Q.     Did Mr. Freedman tell you what
8 Mr. Ryan had said to him?
9                MR. GODNICK:  You can get what Ryan

10 said.
11                MR. ALBAUGH:  Right.  That's what
12 we just asked.
13 BY MS. REID
14         Q.     And that's all I'm asking.
15         A.     I don't recall.  I don't recall.  I
16 know that it was relayed to me that Cadwalader and
17 Mike Ryan was directing the equity conversations,
18 was insistent that they needed equity versus
19 warrants.  I don't know whether there was any more
20 substance to that conversation.
21         Q.     Okay.  All right.
22                MS. REID:  Thank you.
23                MR. GODNICK:  That was a long two
24 questions.
25                Anything else?
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2 testify as to what Ryan said to Freedman as
3 reported by freedom -- Freedman, but he can't
4 testify as to Freedman's suppositions based on
5 that conversation.  So why don't you re-read the
6 question so he has it clearly framed in mind and
7 then we can proceed.
8                MR. WEISS:  Let me restate it
9 because it actually was two questions.

10                MR. GODNICK:  Uh-huh.
11 BY MR. WEISS
12         Q.     What did Mr. Ryan communicate to
13 Mr. Freedman about why Renco needed the equity
14 component --
15                MR. WEISS:  Objection.
16         Q.     -- in the deal?
17         A.     I can't -- there is nothing I can
18 state other than Mr. Freedman's --
19                MR. GODNICK:  Supposition?
20         A.     -- supposition relative to his
21 conversation with Mr. Ryan.
22         Q.     Okay.
23                MS. REID:  So you're going to
24 direct him not to answer.
25                MR. GODNICK:  Yeah, yes.  And it's
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2                MR. WEISS:  No.
3                MR. GODNICK:  Let's all go to bed.
4                MS. REID:  Not together though.
5                THE VIDEOGRAPHER:  The time is
6 12:31 p.m.
7                We're off the record.
8                (Time noted:  12:31 p.m.)
9

10                        ________________________
                       ALEXANDER D. BENJAMIN

11
12 Subscribed and sworn to before me
13 this _____ day of ____________ 2013.
14
15

______________________________
16 Notary Public

My Commission Expires:
17
18 /
19 /
20
21
22
23
24
25
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1

2 UNITED STATES DISTRICT COURT

3 SOUTHERN DISTRICT OF NEW YORK

4 ------------------------------x

5 PENSION BENEFIT GUARANTY

6 CORPORATION,

7                Plaintiffs,

8            v.                1:13-cv-0621 RJS

9

10 THE RENCO GROUP, INC., et al.,

11                Defendants.

12 ------------------------------x

13

14              DEPOSITION OF DANIEL WOLF

15                 New York, New York

16                  November 12, 2013

17

18

19 Reported by:

20 MARY F. BOWMAN, RPR, CRR

21 JOB NO. 67700

22

23

24

25
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1
2
3
4
5
6                       November 12, 2013
7                       10:10 a.m.
8
9

10           Deposition of DANIEL WOLF, held at
11  the offices of Kelley, Drye & Warren, 101
12  Park Avenue, New York, New York, before Mary
13  F. Bowman, a Registered Professional
14  Reporter, Certified Realtime Reporter, and
15  Notary Public of the State of New Jersey.
16
17
18
19
20
21
22
23
24
25
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1
2                    APPEARANCES:
3
4 CADWALADER WICKERSHAM & TAFT
5 Attorneys for Defendants
6      One World Financial Center
7      New York, NY 10281
8 BY:  JOSHUA WEISS, ESQ.
9      JOHN SLOSSON, ESQ.

10
11
12 SCHULTE ROTH & ZABEL
13 Attorneys for Cerebrus Capital
14 Management, L.P. and Witness Tarek Ajouz
15      919 Third Avenue
16      New York, NY 10022
17 BY:  HOWARD GODNICK, ESQ.
18      DEFNE GUNAY, ESQ.
19
20
21
22
23
24
25
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1
2                    APPEARANCES:
3
4 PENSION BENEFIT GUARANTY CORPORATION
5 Attorneys for Plaintiff
6      1200 K Street, N.W.
7      Washington, D.C. 20005
8 BY:  JOHN MENKE, ESQ.
9      COLIN ALBAUGH, ESQ.

10
11
12 KELLEY DRYE & WARREN
13 Attorneys for Plaintiff
14      200 Kimball Drive
15      Parsippany, NJ 07054
16 BY:  NAINESH RAMJEE, ESQ.
17      SARAH REID, ESQ.
18
19
20 PROSKAUER ROSE
21 Attorneys for Defendants
22      Eleven Times Square
23      New York, NY 10036
24 BY:  BRADLEY BOBROFF, ESQ.
25
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1
2
3
4        IT IS HEREBY STIPULATED AND AGREED,
5  by and between the attorneys for the
6  respective parties herein, that filing
7  and sealing be and the same are hereby
8  waived.
9        IT IS FURTHER STIPULATED AND AGREED

10  that all objections, except as to the
11  form of the question, shall be reserved
12  to the time of the trial.
13        IT IS FURTHER STIPULATED AND AGREED
14  that the within deposition may be sworn
15  to and signed before any officer
16  authorized to administer an oath, with
17  the same force and effect as if signed
18  and sworn to before the Court.
19
20
21
22
23
24
25
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Page 46

1                      Wolf
2      A.    OK.
3      Q.    I would note that you're not on
4  this e-mail.  Do you recall ever having seen
5  this one before?
6      A.    No.
7      Q.    Does this refresh your recollection
8  about further discussions with Renco and RG
9  Steel?

10      A.    Yes.
11      Q.    What did those further discussions
12  entail?
13      A.    We had a meeting where the new ask
14  was for a term loan of 125 million dollars
15  relative to 200 million dollars.
16      Q.    When you said we had a meeting, who
17  was at that meeting?
18      A.    Tarek, myself, Steve Feinberg.  I
19  don't know if anyone else from our side, and
20  then with Ira Rennert, perhaps, Ari Rennert.
21      Q.    Do you recall when that meeting
22  was?
23      A.    In the new year.  I don't know the
24  date.
25      Q.    Right around the time of this

Page 48

1                      Wolf
2  can you describe this document for the
3  record?
4      A.    Sure.  It's an e-mail from Tarek
5  indicating that we were going to go down for
6  a due diligence trip.  And he tried to firm
7  up a decision whether they wanted to go
8  forward on this smaller term loan.  That was
9  discussed in the prior e-mail.

10      Q.    The smaller term loan you're
11  referring to is the 125 million dollar loan
12  that apparently Mr. Rennert proposed to
13  Mr. Feinberg?
14      A.    Versus the 200.
15            MR. WEISS:  Objection.
16            MR. GODNICK:  Go ahead.
17      A.    It's a 125 million dollar term loan
18  versus the 200 one that was proposed prior.
19      Q.    Right.  OK.  You say in this
20  e-mail, as you described it, that this
21  reflects the plan to have a full day meeting
22  with management on, it appears, Friday,
23  January 6?
24      A.    I assume that's the day, yes.
25      Q.    Did you attend that meeting?

Page 47

1                      Wolf
2  January 3 e-mail?
3      A.    Yes.
4      Q.    I see reference -- in the e-mail
5  I've shown to you, it says, about the fourth
6  sentence or so, and I'll read it for the
7  record, it says, "Steve," referring I assume
8  to Steve Feinberg?
9      A.    Yes.

10      Q.    "Has a meeting with Ira tomorrow
11  afternoon to discuss our rationale for
12  passing and he has asked me and Dan Wolf to
13  join the meeting to walk Renco through our
14  issues."
15            Is that the meeting you're talking
16  about?
17      A.    Yes.
18      Q.    Let me show you another document,
19  Exhibit 10.
20            (Exhibit 10, document Bates stamped
21      CRG PBGC 20474 marked for identification,
22      as of this date.)
23      Q.    Have you seen this document before?
24      A.    Yes.
25      Q.    This document refers to -- well,

Page 49

1                      Wolf
2      A.    I did.
3      Q.    Did they answer your questions
4  about the --
5      A.    Let me step back, I believe I did.
6  I attended two or three management meetings
7  down there.  I can't remember if -- which
8  one.  But I believe.  I can't be certain.
9      Q.    OK.

10            (Exhibit 11, document Bates stamped
11      PGBC 21101 marked for identification, as
12      of this date.)
13      Q.    I will show you what we have marked
14  as Wolf Exhibit 11.  Have you seen, after you
15  review that document, can you tell me whether
16  you have seen that before.
17      A.    OK, I'm sorry.
18      Q.    Have you seen the document marked
19  as Exhibit 11 before?
20      A.    Yes.
21      Q.    Did you prepare this document?
22      A.    I did.
23      Q.    Is this document -- what does this
24  document reflect?
25      A.    This is a term sheet of a proposed
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Page 50

1                      Wolf
2  term loan facility consisting of two tranches
3  of debt term A and term B.  The term A would
4  have current cash pay interest.  Term B would
5  have PIK interest.  The term A would have
6  certain credit support and enhancements.  And
7  the A and B would both be secured by a second
8  lien on the assets of the firm, of the
9  company.

10      Q.    When you refer to credit
11  enhancements with respect to the term B
12  loan -- or term A loan, excuse me, what are
13  you referring to?
14      A.    Two things.  There is a pledge of
15  Millenium Hedge Fund investments that -- it
16  says here hedge fund investments, but it was
17  Millenium, that we would get to secure our
18  term loan A, I believe, as well as a pari
19  passu interest in Mag Corp. LLC interest.  I
20  don't know what form took, but equity
21  interest in Magnesium Corporation of America
22  to secure our position.
23      Q.    Who was pledging that collateral?
24      A.    I can't remember if it was Ira
25  Rennert personally or Renco Group.

Page 52

1                      Wolf
2            MR. MENKE:  I am sorry.
3            MR. GODNICK:  It is actually for
4      her benefit.
5      Q.    I notice there is no date on this
6  term sheet, do you know when it was prepared?
7      A.    No.
8      Q.    Was it prepared -- I assume it was
9  prepared -- I will say this, do you believe

10  it was prepared after this January 3, 2012
11  e-mail which talked about the discussion with
12  Mr. Feinberg?
13      A.    I don't know when it was.  It was
14  two years ago to be honest.
15      Q.    Do you know whether it was prepared
16  after the meeting you had at RG Steel?
17      A.    Yes, after RG Steel or Renco?
18      Q.    After the meeting that you had
19  with -- let's take it after the meeting --
20  was it prepared after or before the meeting
21  you had with Renco?
22      A.    Clearly after.
23      Q.    Before the meeting or after the
24  meeting with RG Steel?
25      A.    I don't know.  I don't recall.

Page 51

1                      Wolf
2      Q.    That wasn't RG Steel?
3      A.    It was not RG Steel.
4      Q.    You got credit support from Renco
5  or Rennert?
6      A.    That's right.
7      Q.    And that's just for half of the 125
8  million?
9      A.    That's correct.

10      Q.    The rest -- the whole 125 million,
11  of course, was to be pledged had security
12  pledged from RG Steel?
13      A.    Had second lien and all tangible
14  and intangible assets.
15      Q.    That lien was behind -- that lien
16  was behind the first lien of the bank loans,
17  is that it?
18      A.    The Wells Fargo Foothill first lien
19  loan facility.
20            MR. GODNICK:  Guys, you have to
21      wait for one to finish before the other
22      starts.
23            MR. MENKE:  I apologize.
24            MR. GODNICK:  It is his record.
25      I'm just trying to trying to help.

Page 53

1                      Wolf
2      Q.    Going back to Exhibit 11, which is
3  the term sheet, did you share this term sheet
4  with anyone?
5            MR. GODNICK:  Outside of Cerberus?
6      Q.    Did you share it with anyone?
7            MR. GODNICK:  You got it.
8            MR. MENKE:  My question.  We will
9      get to the next part.

10            MR. GODNICK:  I mean, he shared it
11      with you.  You have it.
12      A.    I can't remember who I shared it
13  with.
14      Q.    Did you -- do you recall whether
15  you shared it with anyone at RG Steel at the
16  time it was created or shortly after?
17      A.    It's possible.
18      Q.    Do you recall ever having any
19  discussions with anyone at either Renco or RG
20  Steel about the content of this term sheet?
21      A.    Yes.
22      Q.    And when did those discussions
23  occur?
24      A.    Again, when is really hard.  But
25  clearly after I created the term sheet.

Case 1:13-cv-00621-RJS   Document 61-19   Filed 06/20/14   Page 5 of 13



TSG Reporting - Worldwide     877-702-9580

15 (Pages 54 to 57)

Page 54

1                      Wolf
2      Q.    Which of the terms on this term
3  sheet were the discussion, all of them or
4  particular ones?
5      A.    Generally, I'm 100 percent sure
6  this is consistent, you just walk the
7  prospect or the potential borrower or sponsor
8  down each of the terms, very matter of
9  factually.

10      Q.    Did they suggest that any of these
11  terms were unacceptable to them?
12      A.    I don't recall.
13      Q.    Do you recall if they asked that
14  any of these terms be changed?
15      A.    At the time we issued this initial
16  term sheet?
17      Q.    Yes, at that time.
18      A.    I can't remember.  I mean, things
19  changed along the way.  I just can't remember
20  a timeline.
21      Q.    I would direct your attention to
22  the third item on the term sheet labeled
23  "Warrants."  Do you see that?
24      A.    Yes.
25      Q.    And are you -- you're familiar with

Page 56

1                      Wolf
2            MR. GODNICK:  If you are going to
3      press the question, I don't think I heard
4      the whole thing.  If you could read it
5      back please.
6            (Record read)
7            MR. MENKE:  Just for the record, I
8      will note that in his immediately
9      previous answer, he referred to the fact

10      that we issued this term sheet.  And I
11      was just restating what his testimony
12      was.
13            MR. WEISS:  Fair enough.  I am
14      referring to earlier, if you shared it
15      with anyone, he said he didn't recall, he
16      said he didn't recall sharing it with
17      anyone.  That's what I am referring to in
18      my objection.
19            MR. MENKE:  Oh, OK.
20      Q.    You did share with someone?
21      A.    Yes, I said I didn't recall who I
22  shared it with.
23      Q.    But you shared it with somebody
24  from Renco?
25      A.    Yes, Renco or RG.
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1                      Wolf
2  that term?
3      A.    Yes.
4      Q.    I see that term refers to penny
5  warrants for 49 percent of the fully diluted
6  shares of the company.  Was the company that
7  you are talking about there RG Steel?
8      A.    Yes.
9      Q.    And penny warrants are the warrants

10  that we talked about earlier in this
11  deposition?
12      A.    Yes.
13      Q.    Do you recall any discussion about
14  this term?
15      A.    At that time, no.  I mean, at the
16  time we issued this term sheet, I did not.
17  The first time any of this discussion of --
18  is when we got technical and into
19  documentation.
20      Q.    Right, right.  I know there was
21  further development of this, but at the time
22  you issued the term sheet, was there any of
23  this --
24            MR. WEISS:  Objection, foundation.
25      I don't think he testified he issued it.

Page 57

1                      Wolf
2      Q.    OK.  Somebody from Renco or
3  somebody from RG Steel?
4      A.    One or the other.
5      Q.    And these conversations that we are
6  talking about now that occurred around the
7  time that it was prepared by you and given to
8  either Renco and RG Steel -- now I've lost
9  track of my question.

10            During those conversations that you
11  previously testified about, there was no
12  discussion -- or strike that.
13            During those conversations, to your
14  best recollection, neither Renco nor RG Steel
15  representatives expressed any comment or
16  opposition to this paragraph headed warrants?
17      A.    I don't believe so.  I don't recall
18  any at that time.
19      Q.    So following these conversations
20  that occurred in early January of 2012 and
21  led to the development of this 125 million
22  dollar proposal, did Cerberus, the Cerberus
23  team engage in due diligence again on this
24  second transaction?
25      A.    Yes.
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Page 58

1                      Wolf
2      Q.    Did there come a time when that due
3  diligence was completed and a decision was
4  made, about whether Cerberus would go ahead?
5      A.    Yes, we decided to go forward.
6      Q.    Do you recall when that decision
7  was made?
8      A.    There was stops and starts.  So we
9  decided to go forward into documentation.

10  Then we had some issues in documentation, so
11  we had to stop.
12      Q.    I'm talking about the first
13  decision to start with documentation.  Do you
14  recall when that occurred?
15      A.    No.
16            (Exhibit 12, document Bates stamped
17      PGBC 21105 marked for identification, as
18      of this date.)
19      Q.    I will show you a document that I
20  have marked as Wolf Exhibit 12.  I ask you to
21  review that.
22      A.    OK.
23      Q.    I would ask you, have you ever seen
24  this e-mail before, Mr. Wolf?
25      A.    I don't recall seeing it.

Page 60

1                      Wolf
2  Crandall, Ethan Klemperer and Alex Benjamin
3  with copies to Leonard Tessler, Mr. Ingersoll
4  and Steven Mayer.
5            Were all of those people that I
6  have listed there members of the team looking
7  at this RG Steel transaction?
8      A.    Yes.  They were all involved.  I
9  mean, some more involved than others.

10      Q.    You were part of that team as well?
11      A.    Yes.
12      Q.    The e-mail says, "Steve F. stopped
13  by and wants to meet at 8 a.m. tomorrow
14  morning to make a final decision on RG,"
15  referring, I assume, to the morning of
16  January 10, 2012.  Does this refresh your
17  recollection as to when a decision was made?
18      A.    It doesn't, but it seems that there
19  was a meeting the next morning or on the
20  10th.
21      Q.    Do you recall a meeting on the 10th
22  with Mr. Feinberg and other members of the RG
23  Steel team, deal team?
24      A.    I don't remember to be honest, but
25  I was working 18 hours a day at that time,

Page 59

1                      Wolf
2      Q.    For the record, this is an e-mail
3  written by Brett Ingersoll, and again, could
4  you tell me who Mr. Ingersoll is?
5      A.    He is a managing director in our --
6  senior managing director in our private
7  equity group.
8      Q.    Would he have had input on a
9  decision as to whether Cerberus went forward

10  with this RG Steel transaction that was under
11  consideration?
12      A.    He is one of the members of the
13  team.  He did not go to any of the due
14  diligence meetings.  He wasn't one of the
15  primary deal team members.
16      Q.    But he --
17      A.    But he is a senior person at the
18  firm.
19      Q.    And you would have heard his input?
20      A.    Yes.
21      Q.    He says in this e-mail -- well,
22  let's go first before we start on that, let's
23  go to the bottom e-mail of the two that are
24  on this page.  The bottom e-mail is an e-mail
25  from Tarek Ajouz to David Glen, Brett

Page 61

1                      Wolf
2  so.
3      Q.    We have all been there.
4            Do you recall being aware that
5  Mr. Ingersoll thought that Cerberus should
6  not proceed with the transaction?
7      A.    No, I don't, to be honest with you.
8      Q.    Were you aware that Mr. Ajouz
9  thought that Cerberus should not proceed with

10  the transaction?
11      A.    As --
12            MR. GODNICK:  At this time point in
13      time?
14      Q.    At this point in time, that's
15  correct.
16      A.    That's what I was going to say, as
17  structured at this point in time, yes, I was
18  aware.
19      Q.    Did you have a view as to whether
20  Cerberus ought to proceed with this
21  transaction?
22      A.    I did.  I thought we should, with
23  some structural improvements.
24      Q.    What structural improvements did
25  you think ought to occur?

Case 1:13-cv-00621-RJS   Document 61-19   Filed 06/20/14   Page 7 of 13



TSG Reporting - Worldwide     877-702-9580

21 (Pages 78 to 81)

Page 78

1                      Wolf
2  they were proposing or were they not
3  proposing a cap at all?
4      A.    I don't remember what their cap was
5  or if it was unlimited.
6      Q.    Do you recall how this was
7  resolved?
8      A.    No.  No.
9      Q.    Back to the management fees, do you

10  recall how the management fee was resolved?
11      A.    I don't recall how it was resolved.
12  I mean, that's -- I mean, I can make a guess,
13  but --
14            MR. GODNICK:  No, he is not asking
15      for guesses.
16      A.    I don't recall.
17      Q.    You don't need to make a guess.  I
18  assume the resolution would be reflected in
19  the final documentation of the deal?
20      A.    That's right, that's right.
21      Q.    Whatever it might have been, we can
22  look at it up.
23      A.    Yes, sir.
24      Q.    Next comment says, "No
25  cross-default is absurd."  What did you --

Page 80

1                      Wolf
2      A.    Typically there is a threshold
3  where you can default on certain debts below
4  a certain amount and it wouldn't trigger it.
5  And over a certain amount, it would.
6      Q.    Which debts were you talking about
7  that you wanted a cross-default with?
8      A.    I don't remember what this referred
9  to.

10      Q.    Next point starts off, "We have
11  always discussed warrants."  And it goes on
12  from there.  Do you see that?
13      A.    Yes.
14      Q.    Can you describe what was, what the
15  problem was that you were talking about with
16  respect to this comment?
17      A.    Yeah, they marked up the document
18  to have us take our equity in whole or in
19  part in stock.
20      Q.    In stock of RG Steel?
21      A.    That's right.  Or the holding
22  company.  I didn't know which entity in the
23  chain.
24      Q.    Right, OK.  This was different than
25  what you discussed before?

Page 79

1                      Wolf
2      A.    Absurd.
3      Q.    Absurd, what did you mean with
4  respect to that?
5      A.    Typically when you have different
6  tranches of debt on a company, if one tranche
7  of debt over a certain threshold is in
8  default, that would trigger a default in my
9  document which would allow me, subject to any

10  restrictions and interlender agreements, to
11  pursue my rights and remedies.
12            They didn't want a cross-default
13  and I didn't think that was market or
14  customary or something we were going to
15  accept.
16      Q.    You did want a cross-default?
17      A.    Of course, yes.
18      Q.    Do you recall how that was
19  resolved?
20      A.    Again, you would have to check the
21  final document.  I have a sense how it was
22  resolved.  I don't remember specifically.
23      Q.    What's your sense?  How would it
24  typically be resolved?
25            MR. WEISS:  Objection, speculative.

Page 81

1                      Wolf
2      A.    We just issued a term sheet with
3  warrants.  There wasn't really much
4  discussion on it prior to this receipt of the
5  document.
6      Q.    OK.  You don't remember -- prior to
7  this, these documents, which apparently came
8  in on or about January 12, you had never --
9  Renco had never told you that they wanted to

10  issue stock as opposed to warrants?
11      A.    I don't know if it came up.  It
12  didn't come up with me that I remember.
13      Q.    You say here, "We are a lender and
14  we should be forced to hold direct equity."
15  Is that --
16      A.    That should say, "We are a
17  lender" --
18      Q.    Is that what you meant to say there
19  in that sentence?
20      A.    No, we shouldn't be forced.
21      Q.    There is a "not" missing from that
22  sentence, right?
23      A.    Yeah.
24      Q.    Why do you say that -- why does it
25  matter that you are a lender?
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Page 82

1                      Wolf
2      A.    Well, as a lender, sometimes you
3  want to avoid issues where you would be
4  deemed having control of the company for
5  environmental purposes, pension purposes.  We
6  didn't want to be a control party.  We were
7  very careful not to be.
8      Q.    Is that why you took warrants --
9  strike that.

10            Holding direct equity would raise
11  those risks, create cross risks?
12            MR. GODNICK:  I am going to object
13      to the extent it calls for a legal
14      conclusion.  But you can answer based on
15      your understanding.
16      A.    It doesn't de facto do that, but
17  what I did at this point, because I'm not an
18  equity person, I turn it over to Schulte to
19  handle.
20      Q.    When you say that was always the
21  discussion, what are you referring to there?
22      A.    Well, I issued a term sheet that
23  said warrants.
24      Q.    And they had not objected to that?
25  Is that what you mean?
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1                      Wolf
2      A.    I don't.
3      Q.    Next one was dividends.  "As for
4  dividends, there should not be any without
5  our consent."  Do you see that?
6      A.    Yes.
7      Q.    What do you mean there?
8      A.    There should be no dividends paid
9  by the company while we have loans

10  outstanding.
11      Q.    That would be dividends paid by RG
12  Steel?
13      A.    Yes.
14      Q.    Presumably dividends up to Renco,
15  is that what you are concerned about?
16      A.    To shareholders.
17      Q.    Renco is the only shareholder?
18      A.    We were going to be.
19      Q.    Until this loan was signed at the
20  time?
21      A.    No dividends without our consent.
22      Q.    Do you know how this got resolved?
23      A.    I don't recall.
24      Q.    The next paragraph talks about the
25  liquidation support agreement.  I believe
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1                      Wolf
2      A.    I don't -- I never got a markup.  I
3  don't recall them ever saying they wanted one
4  versus the other.
5      Q.    OK.  Was this issue resolved?
6      A.    Well, we had -- we closed the deal
7  with half warrants and half stock.
8      Q.    So it was resolved different than
9  what you proposed here?

10      A.    Correct.
11      Q.    We will get back to that topic as
12  you might imagine, but moving on, the next
13  point talks about assigning loans without
14  borrower consent.  Do you see that?
15      A.    Yes.
16      Q.    What does that refer to?
17      A.    Well, oftentimes, the lender likes
18  the ability to sell all or a portion of the
19  loans they made, and they wanted to restrict
20  our ability to do that.  And my view was
21  they're not my portfolio manager, if I want
22  to sell a portion or all of my loan, that's
23  what I am going to do.
24      Q.    Do you recall how this issue was
25  resolved in the final deal?

Page 85

1                      Wolf
2  that's something we had talked about in
3  connection with the previous exhibit we
4  showed you, is that correct?
5      A.    Yes.
6      Q.    And you see the sentence in this
7  e-mail, it says, "For the liquidation support
8  agreement, that is a show stopper."  What do
9  you mean by that?

10      A.    It means there is zero chance we
11  are going to go forward with this form of
12  agreement.
13      Q.    So this loan would have -- if the
14  RG Steel comments stayed in the documents,
15  you wouldn't have closed the deal?
16      A.    That's correct.
17      Q.    What were the issues that you were
18  particularly concerned about as reflected in
19  this e-mail?
20      A.    Well, there was a waiting period
21  where we had to pursue all sorts of other
22  remedies before we can access the collateral.
23  We had to use what's called commercially
24  reasonable efforts to enforce our position on
25  the collateral of RG before, and this kind of
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1                      Wolf
2  Cerberus needed protection from events of
3  default and BK, which I assume refers to
4  bankruptcy?
5      A.    Yes.
6      Q.    And Ira stated his position that
7  the only trigger it would accept for the
8  capital call obligations was a liquidity call
9  test, is that right?

10      A.    Yes.
11      Q.    Do you know what the capital call
12  agreement was?
13      A.    It was a tranche of debt that
14  required if certain events took place, that's
15  what the negotiation is here, that either
16  Renco or Ira Rennert, I can't remember
17  whether it was personally or the entity,
18  would have to provide additional capital in a
19  term C.  Or if he didn't do it, he would have
20  to pledge collateral to us and we would
21  provide that level of capital to insure the
22  company had enough liquidity.
23      Q.    So far we have been talking about
24  term A and term B.  This a third term?
25      A.    Yes.

Page 100

1                      Wolf
2  or from us with the security package, that
3  was very comfortable.  We wanted just to make
4  sure there was, you know, enough there.
5  People don't always hit their business plans.
6  We wanted to be extra careful.  It was really
7  to protect our investment.
8      Q.    Was there agreement reached on this
9  term C loan?

10      A.    Ultimately.
11      Q.    Do you recall whether Steve's views
12  or Ira's views were the -- which of those was
13  the resolution?  Or somewhere in between?
14      A.    I don't.  I'm not sure where it
15  came out.
16      Q.    Is it fair to say that Steve and
17  Ira didn't see eye to eye on this?
18            MR. GODNICK:  Object to the form of
19      the question.
20            You may answer.
21      A.    They didn't agree, they each had a
22  different perspective on what the trigger
23  should be.
24      Q.    At least in this call, apparently,
25  there was no agreement on the terms?
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2      Q.    Term C is a third loan that was
3  part of this transaction that was being
4  discussed?
5      A.    It was a delayed draw term loan
6  that would only be triggered upon certain
7  events.
8      Q.    Was this something that was
9  important to Cerberus?

10            MR. GODNICK:  Object to form of the
11      question.
12            You may answer.
13      A.    Yes.
14      Q.    Why?
15      A.    We wanted to make sure the company
16  had enough liquidity to meet their business
17  objectives.
18      Q.    You were concerned that the
19  liquidity the company had plus this
20  additional infusion of liquidity from the 125
21  million dollars still might not be adequate
22  for the business?
23      A.    I wouldn't say it that way, but we
24  wanted just to make sure, and the fact that
25  it was going to be either coming from Renco
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1                      Wolf
2      A.    That's correct.
3      Q.    Failure to reach agreement on the
4  terms was a deal stopper from Cerberus'
5  position?
6      A.    Yes.
7      Q.    I see, for instance, that the final
8  sentence of this e-mail says, "Steve has told
9  us to stop working and we sold SRZ to go

10  pencils down immediately."  Is that accurate?
11      A.    Yes.
12      Q.    What does "pencils down" mean?
13      A.    Stop working.
14      Q.    Did they?
15      A.    I believe so, yes.
16      Q.    I would like to direct your
17  attention to the e-mail --
18            (Phone rings)
19      A.    I apologize.  Let's --
20            MR. GODNICK:  Take your mic off.
21            THE VIDEOGRAPHER:  The time is
22      12:20 we are going off the record.
23            (Pause)
24            THE VIDEOGRAPHER:  Back on the
25      record, 12:21 p.m.
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1                      Wolf
2      Q.    Turning your attention to --
3  continuing with Wolf Exhibit 16 and turning
4  your attention to an e-mail a couple further
5  up the chain from Steve Mayer dated Friday,
6  January 13, 2012 at 1:49 p.m.  Do you see
7  that e-mail?
8      A.    Yes.
9      Q.    Five minutes after the pencils down

10  e-mail?
11      A.    Yes.
12      Q.    What does that e-mail say?
13      A.    From Steve, it says, "I assume Dan
14  is going to open a back channel to see if we
15  can revive this."
16      Q.    By Dan, they are referring to you
17  there?
18      A.    Yes.
19      Q.    Did you seek to open a back
20  channel?
21      A.    Did I seek to open a back channel?
22  Well, as I said here, I just placed the call
23  and basically told them we have told our
24  attorneys pencils down and the only way we
25  will rekindle this thing is if you guys
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2  1:50 p.m. with Ari, the deal was at a stand
3  still?
4      A.    Yes.
5      Q.    Ultimately the deal ultimately
6  occurred, is that correct?
7      A.    It did occur, yes.
8      Q.    How did it get restarted?
9      A.    Later that night or early evening,

10  right around sundown, they called and said
11  can we get together after Sabbath.  I checked
12  with Steve and our counsel to see when they
13  were available and we scheduled a meeting at
14  Mr. Rennert's house on Saturday after
15  sundown.
16      Q.    Is it significant that it was after
17  sundown?
18      A.    He is religious and Sabbath --
19      Q.    We previously heard that both the
20  Rennerts observe Sabbath and don't work on
21  the Sabbath.  Is that your understanding as
22  well?
23      A.    I'm not sure what they do.
24      Q.    Did that meeting occur?
25      A.    Yes.
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2  rethink the open points which I can't
3  remember what all the open points were, but
4  they had to reconsider those points.
5      Q.    You are referring -- with respect
6  to call, you are referring to your e-mail a
7  minute later after your, after Mr. Mayer's
8  e-mail noting that you already placed a call
9  to Ari Rennert, is that correct?

10      A.    Yes.
11      Q.    Was this litany of points on the
12  capital call and guarantee, are these the
13  points that we were -- were raised in -- or
14  were discussed both in the e-mail from
15  earlier in the day, Mr. Benjamin's e-mail
16  from earlier, slightly earlier in the day on
17  Friday and the points we have talked about in
18  connection with your e-mail from January 12?
19      A.    I can't tell you if it's
20  exclusively limited to those points.  There
21  could have been others.  But there was a host
22  of points that needed to be resolved that
23  were made -- that were substantive.
24      Q.    So Friday, January 13 at -- as of
25  1:44, and as of this call at slightly before

Page 105
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2      Q.    Who attended?
3      A.    From our side, Steve Feinberg,
4  myself, Alex and I believe Larry Goldberg
5  from Schulte Roth & Zabel, and the Rennert
6  side, Ira Rennert, Ari Rennert and I believe
7  Michael Wright.
8      Q.    Mike Ryan?
9      A.    Mike Ryan, yes.

10      Q.    Anybody else that you recall?
11      A.    There could have been somebody
12  else.  I just don't, I don't know.
13      Q.    Do you recall how long the meeting
14  lasted?
15      A.    I don't, to be honest with you.
16      Q.    Did you have dinner during the
17  meeting?
18      A.    They served dinner.  I can't work
19  and eat, so I don't think I ate.
20      Q.    It lasted at least an hour?
21      A.    Yeah, that's fair.
22            (Exhibit 17, document Bates stamped
23      PBGC 17239 through 240 marked for
24      identification, as of this date.)
25      Q.    Mr. Wolf, I am handing you a
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1                      Wolf
2  document we have marked as Wolf Exhibit 17.
3      A.    Stuart Freedman --
4            MR. GODNICK:  There is no question
5      yet.
6            THE WITNESS:  Sorry.
7            MR. GODNICK:  I don't care what you
8      were about to say, but let's just have a
9      Q and A.

10            THE WITNESS:  I am sorry.
11      Q.    I would ask you to take a look at
12  that document.  Have you seen this before?
13      A.    I don't remember the document.
14      Q.    Would you describe it for the
15  record, please.
16      A.    Sure.  It's -- I guess a letter or
17  e-mail saying, "Ira, as promised, I'm
18  confirming our meeting tomorrow at 7.
19  Attendees will include Steve Feinberg, Alex
20  Benjamin, Stuart Freedman and myself.  I
21  disconnected with Steve.  He said he just
22  received your voice mail and will see you
23  tomorrow.  He did not want to call and
24  disturb you given shabbat.  Best regards,
25  Dan."
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2      A.    OK.
3      Q.    This is an exchange of e-mail on
4  Sunday, January 15.  Are these e-mails --
5  well, can you describe them for the record,
6  please?
7      A.    Yes.  Larry Goldberg from Schulte
8  Roth e-mailed Wells Fargo's counsel that the
9  deal is back on.  I made a sarcastic remark

10  saying fun night.  And then Larry said the
11  food was good and I missed out.
12      Q.    What did you miss out on?
13      A.    The food.
14      Q.    You didn't eat?
15      A.    I didn't eat.
16      Q.    Am I understanding that you were
17  ill at that --
18      A.    I was sick the whole week.
19      Q.    Is that why you didn't eat?
20      A.    I usually don't eat and work.  But
21  probably a combination of the two.
22      Q.    Got it.  Why did you say it was an
23  fun night?
24      A.    That was sarcastic.  Spending
25  Saturday night talking business.
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2      Q.    This is, I guess it appears to be a
3  letter attached to an e-mail sent via e-mail
4  to Mr. Rennert confirming the meeting that
5  you were just talking about on Saturday, the
6  14th of January, 2012?
7      A.    Yes.
8      Q.    You were, you -- before you were
9  interrupted by counsel, you noted that Stuart

10  Freedman did not attend?
11      A.    No.  He did not.
12      Q.    But someone else did?
13      A.    Larry Goldberg from Schulte Roth.
14      Q.    Stuart Freedman is from Schulte
15  Roth?
16      A.    Yes.
17      Q.    A different Schulte lawyer?
18      A.    A different lawyer at Schulte.
19            MR. GODNICK:  Very different.
20            (Exhibit 18, document Bates stamped
21      PBGC 17193 through 94 marked for
22      identification, as of this date.)
23      Q.    I will show you another document
24  marked as Exhibit 18, Mr. Wolf.  I will have
25  you review that.
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2      Q.    Following -- obviously following
3  this meeting, Mr. Goldberg said the deal was
4  back on.  Was that your understanding as
5  well?
6      A.    Yes, subject to documentation.
7      Q.    Issues had been discussed and
8  resolved during this meeting?
9      A.    They were resolved verbally.  The

10  devil is in the detail.  Now that had to be
11  translated into documentation.
12      Q.    We lawyers always know the devil is
13  in the details.
14            Do you recall the issues that were
15  discussed on this Saturday night meeting?
16      A.    In broad strokes, guarantee,
17  capital call issues, big picture, that's what
18  I remember.  I don't remember what the
19  resolutions were and all those sort of
20  nuances.
21      Q.    Was the equity versus warrants or
22  stock versus warrants issue shall we call it,
23  discussed?
24      A.    No, not that I recall.
25            (Exhibit 19, document Bates stamped
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1                      Wolf
2      CRG PBGC 31929 marked for identification,
3      as of this date.)
4      Q.    I will show you what we have marked
5  as Wolf Exhibit 19.
6      A.    Sure.
7      Q.    The document we have marked as
8  Exhibit 19 is a document dated January 15 at
9  10:01 a.m. from Mike Ryan?

10      A.    Yes.
11      Q.    To Stuart Freedman.
12      A.    OK.
13      Q.    Have you seen this e-mail before,
14  Mr. Wolf?
15      A.    No.
16      Q.    I see, bullet one, "On the basis of
17  meeting last night, I believe it is clear
18  that we are doing equity and warrants."
19            Do you see that?
20      A.    Yes.
21      Q.    Does this refresh your recollection
22  as to whether the question of equity versus
23  warrants was discussed at the meeting?
24      A.    I wasn't part of that discussion
25  frankly.  I was much more focused on other
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2      A.    I don't.
3      Q.    Our understanding, based on
4  previous documents and testimony we have
5  seen, that it was Cerberus' position that
6  they wanted solely warrants.  Is that
7  correct?
8      A.    Can you say that again, I'm sorry.
9      Q.    Based on the testimony I've heard

10  from you earlier and particularly, in
11  particular, your comments in your e-mail that
12  we previously marked as Wolf Exhibit 14 --
13      A.    Yes.
14      Q.    -- it was your -- it was Cerberus'
15  position that the deal should be -- should
16  only involve warrants, is that correct?
17            MR. WEISS:  Objection.
18      A.    That was our proposal and our term
19  sheet, yes.
20      Q.    That was your position, at least
21  through Thursday, the 12th of January 2012?
22      A.    Yes, it was.
23      Q.    And continued to be your position
24  until the Saturday meeting at least?
25      A.    Yes.
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2  things.  It could have been discussed.  I
3  don't remember it.
4      Q.    Who would have been the part of
5  that discussion?
6            MR. GODNICK:  I didn't hear the
7      question.
8      Q.    Who would have been part of that
9  discussion?

10            MR. GODNICK:  I am sorry, just so I
11      understand, at the dinner meeting or
12      generally?
13            MR. MENKE:  Yes, at the dinner
14      meeting.
15      A.    Alex Benjamin.
16      Q.    You didn't, you don't recall
17  participating at all in that discussion with
18  regard to the --
19      A.    I was there.  I am sorry, I didn't
20  mean to interrupt.
21      Q.    You don't recall participating at
22  all in that discussion?
23      A.    No.
24      Q.    Do you recall hearing that
25  discussion?
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2      Q.    And it was Renco or RG Steel's
3  position that the deal should involve 25
4  percent of actual equity or 24.5 percent of
5  actual equity?
6      A.    That was the request and that's
7  what was negotiated ultimately.
8      Q.    Did, in connection with the
9  discussions about this, did anyone from Renco

10  or RG Steel ever tell you why they wanted it
11  to be stock rather than warrants?
12      A.    No.
13      Q.    Did you ever ask?
14      A.    No.
15      Q.    Do you know whether Mr. Benjamin
16  ever asked?
17      A.    I have no idea.
18      Q.    Are you familiar with the concept
19  of control group?
20      A.    I am now.
21            MR. GODNICK:  If you could just --
22      "control group" has a lot of applications
23      in a lot of different areas of the law
24      and other things.  I know where you are
25      going, but just for the sake of the
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Page 90

1                     M. Rae
2      A.    I don't know what intervened.
3 Obviously there was an information collection
4 process, which is typical following the receipt
5 of a reportable event notice, information to
6 assess the transaction, the risk, the funded
7 status of the plan, some analysis, a need to
8 develop some options, some discussion with the
9 plan sponsor.  That's the typical process.

10            Whether conversations took place
11 before that seeking from Renco alternatives or
12 whether we proposed alternatives in advance of
13 that, I don't know.
14      Q.    That would have been something that
15 Dana Cann was dealing with?
16      A.    Dana would likely be the conduit for
17 those proposals and for the discussion to the
18 extent Renco had any ideas to propose.
19      Q.    And would that filter its way up to
20 you if Renco had ideas to propose?
21      A.    It depends on what they were, the
22 significance.
23      Q.    But you don't recall any, do you?
24      A.    I don't.
25            (Defendant's Exhibit Rae 4, Email
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2            You see that?
3      A.    I do.
4      Q.    "Will let you know when Josh signs
5 and how the company responds."
6            You see that?
7      A.    Um-hmm.  Yes.
8      Q.    Were you at all involved in this plan
9 of Dana's?

10      A.    "My plan is to tell..."?
11      Q.    Um-hmm.
12      A.    It's consistent with the approach we
13 were taking at the time.
14      Q.    The approach Dana was taking or the
15 approach you were taking?
16      A.    The approach that the PBGC was
17 taking, which was to be prepared to terminate
18 the plan but still attempting to enter into a
19 standstill agreement, at that point I assume it
20 was a standstill agreement, to provide
21 additional time to negotiate a different
22 resolution.
23      Q.    Okay.  As of this date on Thursday,
24 January 12th, are you prepared to terminate?
25      A.    What do you mean by prepared to
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1                     M. Rae
2      chain beginning with email dated 1/13/12
3      from Speicher to Cann and others, Bates
4      stamped PBGC 50456 through 58, marked for
5      identification, as of this date.)
6 BY MR. BOBROFF:
7      Q.    I'm going to show you a document
8 marked Rae Exhibit 4.  This is an email chain
9 beginning on Friday, January 6th and going

10 through Friday, January 13th.  It's Bates
11 stamped PBGC 50456 through 58.
12            I'm going to direct your attention to
13 Dana Cann's email on the second page from
14 7:57 p.m. at night on Thursday, January 12th.
15            Do you see that?
16      A.    I do.
17      Q.    So he sends an email to Joel
18 Greenblatt in CPAD along with cc to a host of
19 others, including yourself and Ms. Messina.
20            Do you see that?
21      A.    I do.
22      Q.    And so Dana writes, "Yes, we should
23 have an approved termination tomorrow.  My plan
24 is to tell the company we're moving forward but
25 they can stop it with an agreement."

Page 93

1                     M. Rae
2 terminate?
3      Q.    Well, you just said you were
4 preparing to terminate.
5      A.    Well, we had not -- if I have that
6 sequence right, we had not received the
7 director's approval of the action to terminate
8 on Thursday the 12th.  So in terms of whether
9 all the steps had been accomplished to initiate

10 termination, not on this day, no, but in terms
11 of our approach, we were preparing for that if
12 the need arose.
13      Q.    And do you recall any specific
14 conversations with Dana Cann at or around this
15 time discussing what he was going to tell Renco?
16      A.    On this evening?
17      Q.    Yes.
18      A.    No.
19      Q.    The day before?
20      A.    No.
21            The day after, as I've testified,
22 either by email or face to face or both, I
23 communicated with Dana.
24      Q.    Okay.  So let's look at the email
25 that starts on the first page and carries over.
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1                     M. Rae
2 It's from Dana Cann from Friday, January 13th,
3 the morning at 10:30 a.m.  He writes to the
4 group -- well, first of all, were you aware that
5 Dana Cann was going to be making a call to Renco
6 on January 13th?
7      A.    No, I don't recall it at this point.
8      Q.    Other than the email here that
9 reflects he was going to tell the company?

10      A.    Right, and I don't know what the
11 timing of that was.  Right.
12      Q.    So Dana writes in this email at 10:34
13 on the 13th, "As an update, Renco is amenable to
14 entering into a standstill agreement with us.
15 OCC is drafting and we expect to send it to
16 Renco soon."
17            You see that?
18      A.    Um-hmm.
19      Q.    Is that the email you're referring
20 to?
21      A.    Which email?
22      Q.    Is this the email you're referring to
23 where Dana Cann told you that Renco was amenable
24 to entering into a standstill agreement?
25      A.    I think there was a subsequent
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2 into a standstill to give us more time to
3 discuss the alternatives.
4      Q.    Did Dana Cann give Renco a deadline
5 to return the standstill?
6      A.    I don't know.
7      Q.    Could he have said it's Friday
8 afternoon, today is the last business day before
9 the expiration of the 30-day period under the

10 Form 10, here's a draft standstill agreement, if
11 it's not signed and returned to me in two hours,
12 we're terminating?
13            MR. MENKE:  Objection to form.
14      A.    I guess he could have said any one of
15 a million things and the relevance of the 30-day
16 notification period, I don't understand at that
17 particular point in time.
18            That's a requirement to provide
19 information to the PBGC.  It's not a date that
20 would prohibit our taking action or constrain
21 the parties from closing the transaction, so I
22 don't understand the significance of that date,
23 but Dana could have said any one of many things.
24      Q.    Okay.  I guess where I'm a little
25 stuck here is that he says, "If we get an
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2 message, I can't recall whether it was to the
3 public affairs staff, that includes an
4 additional statement that we're, in some words
5 we're holding off on plan termination or holding
6 off on the notices.  Something to that effect.
7      Q.    We can take a look at that.
8      A.    Okay.
9      Q.    So a question for you.  He writes

10 then, "If we get an acceptable standstill in
11 place, we can wait on the notices," and that's
12 underlined.
13            You see that?
14      A.    I do.
15      Q.    It's a big if, right?
16      A.    It's an if.
17      Q.    Right.
18            Did you get an acceptable standstill
19 in place?
20      A.    We did not.
21      Q.    And you still waited on the notices
22 though, right?
23      A.    Right.  We got what I perceived to be
24 assurances from Renco that no transaction was
25 imminent and that they were amenable to entering
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2 acceptable standstill in place, we can wait on
3 the notice," and he underlines that.
4            And in fact you did not get an
5 acceptable standstill in place and you still
6 waited on the notices.
7            So when did the strategy change?
8      A.    I don't know the time of -- I think
9 it was a subsequent email on that same day, so

10 sometime on that day Dana communicated to me and
11 to others, I believe, his understanding that no
12 transaction was imminent; that Renco was
13 amenable to a standstill to provide more time to
14 negotiate, and so presumably at that point,
15 that's when his decision, and he communicated
16 it, was to hold the notices and follow that
17 path.
18      Q.    Even though he had nothing signed and
19 returned on that Friday, right?
20      A.    Right.
21      Q.    This email "Renco is amenable to
22 entering into a standstill agreement," and I
23 think I asked you this, but just to clarify, is
24 this what you were basing the fact that Renco
25 had given assurances, your statement that Renco
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2 had given assurances?
3      A.    It could be this email.  It could be
4 what I think is a subsequent email.  It could be
5 a face-to-face conversation with Dana.  I don't
6 recall, but certainly this email and what I
7 believe is a subsequent email.
8      Q.    Okay.  Having received this email,
9 though, that says, "If we get an acceptable

10 standstill in place, we can wait..." was it your
11 position that you should still move forward and
12 get Director Gotbaum to sign off on the
13 termination or was this sufficient for you to
14 stand down?
15            MR. MENKE:  Objection to form.
16      A.    I don't know.  I believe I relied on
17 the subsequent message from Dana where he went
18 on to add that we're holding the notices.  At
19 that point I was under the impression from him
20 that no transaction was imminent; that Renco was
21 willing to enter into a standstill, and that
22 therefore we did not need to proceed with the
23 termination.
24            I think it's clear from the record
25 that the director had signed the approval memo
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2 can wait on the notices."
3            Do you see that?
4      A.    I do.
5      Q.    And we agreed that that's a big if,
6 right?
7            MR. MENKE:  Object to, object to the
8      form of the question.
9      A.    It's an underlined sentence.  It

10 starts with an if and it's an underlined
11 sentence.  That's what I said.
12      Q.    Was it your understanding of what
13 Dana Cann was saying here was that if you get an
14 acceptable standstill in place, then you can
15 hold off on the notices, but if you don't, then
16 you're going to proceed with notices and
17 terminate the plans, correct?
18            MR. MENKE:  Objection.  Asked and
19      answered.
20            The witness can answer it again.
21      A.    It says what it says.  As you asked
22 me earlier, something changed later in the day.
23      Q.    Okay.
24      A.    All right?
25      Q.    That's what I'm talking about.
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2 for the termination action at some point during
3 the day on the 13th, but I don't know
4 specifically the sequence of events.
5            MR. MENKE:  Would now be a good time
6      to take a brief break?
7            MR. BOBROFF:  Sure.  Let's take a
8      two-minute break.  Let's try to keep it
9      short.

10            THE VIDEOGRAPHER:  The time is 4:53.
11      We're going off the record.
12            (Recess is taken.)
13            THE VIDEOGRAPHER:  The time is 5:01.
14      We're back on the record.
15 BY MR. BOBROFF:
16      Q.    Okay.  Mr. Rae, I'm trying to get
17 some clarity on the timing here.
18            So you received this email at 10:34
19 where Dana says that "Renco -- as an update,
20 Renco is amenable to entering into a standstill
21 agreement with us."
22            Do you see that?
23      A.    I'm sorry.  10 -- yes, yes.  Sorry.
24      Q.    And then he writes and underlines,
25 "If we get an acceptable standstill in place, we
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2            So let me see -- again for clarity,
3 this is the email that you were referring to
4 when you testified earlier that you had been
5 told that Renco was amenable to entering into a
6 standstill agreement.
7      A.    This is one email.  I think there's
8 another email where Dana communicated an
9 additional point, I think it was later in the

10 day, where he made some statement that we're
11 holding the notices or some statement that
12 suggested that we were going to hold on the
13 termination based on the assurances that he had
14 from Renco that no transaction was imminent and
15 that they were amenable to a standstill.
16      Q.    I'm going to show you what's been
17 marked as Rae Exhibit 5.
18            (Defendant's Exhibit Rae 5, Email
19      chain beginning with email dated 1/13/12
20      from Rae to Dana, Bates stamped PBGC 51336
21      through 337, marked for identification, as
22      of this date.)
23 BY MR. BOBROFF:
24      Q.    This is a continuation of that email,
25 and just directing your attention to the top two
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2 emails, the second email is from Dana Cann, the
3 one we've been looking at where he says, "If we
4 get an acceptable standstill in place, we can
5 wait on the notices."
6            You see that?
7      A.    I do.
8      Q.    And you write back, "Good.  Thanks,
9 Dana.  No word back from Heather yet, but I

10 assume we still want Josh to sign today,
11 correct?"
12            Do you see that?
13      A.    I do.
14      Q.    So what are you saying there?
15      A.    I believe there was an email that I
16 sent to Heather Kish, who at the time was the
17 administrative assistant to the director,
18 earlier that day asking her to call me to make
19 sure that she knew that we needed Josh's review
20 and approval on the termination memo that day.
21 And so "No word back from Heather," I assume
22 means that we had not yet heard back in response
23 to the message that I sent to Heather earlier
24 that day, but that notwithstanding Dana's
25 report, that we still wanted his approval of the
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2 from Dana Cann to you.
3            You see that?
4      A.    I'm sorry, where?
5      Q.    On the bottom first page.
6      A.    Um-hmm.
7      Q.    And if you look two emails up, Dana's
8 email from 10:51 to you he writes, "Not at this
9 time with a standstill -- oh, no.  Apologies.

10 The one above that from Dana Cann to Joel
11 Greenblatt and a variety of others, including
12 you from 3:46 p.m.
13            Dana Cann writes, "by way of update,
14 we have sent a draft standstill agreement to
15 Renco.  While we now have a fully approved
16 termination package, we're holding the notices
17 for now.  Thanks all."
18            You see that?
19      A.    I do.
20      Q.    Is that the email you were talking
21 about?
22      A.    It is.
23      Q.    Okay.  Now what happened between that
24 10:34 email and the 3:46 email that changed
25 PBGC's strategy?
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2 termination memo.
3      Q.    Right.  Okay.
4            So you were still proceeding to move
5 forward with having Josh sign the termination?
6      A.    It sure appears that way based on
7 that email.
8      Q.    You testified something changed.
9 There was a further piece of evidence or further

10 information from Dana.
11      A.    Yeah.  I believe there's a separate
12 email from Dana indicating we're holding off in
13 some form.
14      Q.    Okay.
15            (Defendant's Exhibit Rae 6, Email
16      chain beginning with email dated 1/13/12
17      from Rae to Dana, Bates stamped PBGC 51310
18      through 312, marked for identification, as
19      of this date.)
20 BY MR. BOBROFF:
21      Q.    I'm going to show you what's been
22 marked as Rae Exhibit 6.  This is also a
23 continuation of the same email chain.
24            If you look at the bottom email on
25 the front page, it is again that 10:33 email
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1                     M. Rae
2      A.    I don't know.
3      Q.    What do you mean you don't know?
4      A.    I don't know.
5            MR. MENKE:  Object to the form.
6      A.    You're asking me what changed Dana's
7 approach?
8      Q.    Yes.
9      A.    And I don't know specifically what

10 changed his approach.  My understanding is that
11 the communication with Renco that no transaction
12 was imminent and that they were amenable to
13 entering into a standstill provided assurance
14 that we did not need to proceed with the
15 termination.  That's what I think this Dana
16 message means.
17      Q.    What is different from this 10:34
18 email we've been looking at which says, "Renco
19 is amenable to entering into a standstill
20 agreement"?
21            MR. MENKE:  Objection.  Asked and
22      answered.
23 BY MR. BOBROFF:
24      Q.    He says in that email, "If we get an
25 acceptable standstill in place, we can wait on
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2 the notices."
3            And then at 3:46 he sends an update
4 which says, "We've sent out a draft standstill
5 agreement, and while we have a fully
6 approved-termination package, we are holding the
7 notices for now."
8            Do you see that?
9      A.    I do.

10      Q.    And I'm asking you why did Dana's
11 strategy change?
12            MR. MENKE:  I'm objecting on the
13      grounds that you just asked that question
14      five minutes ago and he answered that.
15      A.    I don't know what transpired in
16 between those two that caused that.
17      Q.    Did you have any discussions with
18 Dana in between these two emails?
19            (Document review.)
20      A.    I don't know.  I was thinking of the
21 one above where Dana asked whether has
22 somebody -- does somebody need to update Josh.
23 That one I recall.
24            But I don't know whether we had any
25 other communication in between.
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2      A.    I'm not sure what you mean by sign
3 off.
4      Q.    This change from we're issuing the
5 notices unless we get a standstill agreement in
6 place to we're holding off on the notices.
7            MR. MENKE:  Objection to foundation.
8      A.    I received the message.  I didn't do
9 anything to overturn it.  I didn't approve it in

10 any formal way and I communicated to Josh.
11      Q.    But you understand there's a change
12 here, right?
13      A.    I understand the content of the
14 message has changed, yeah, I understand that.
15      Q.    Okay.  Did you ask, did you ask Dana
16 why are we now holding on the notices?
17            MR. MENKE:  Objection.  Asked and
18      answered.
19      A.    I don't know if I asked Dana that
20 question.
21      Q.    Did you ask Jennifer Messina why are
22 we now holding the notices when at 10:34 Dana
23 told us we were waiting on the notices only if
24 we got an acceptable standstill in place?
25            MR. MENKE:  Object to form.
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2      Q.    Do you know whether Dana had any
3 other communication with Renco?
4      A.    I don't.
5      Q.    Does it appear that he did?
6      A.    I don't know.
7      Q.    Okay.  I'm trying to understand why
8 at 10:34 Dana is saying, "If we get a standstill
9 agreement in place, then we won't send the

10 notices" and then at 3:46 when nothing has
11 changed whatsoever, Dana is now holding off on
12 the notices.
13            MR. MENKE:  Objection to the form of
14      the question and assuming that it was a
15      question, and if it was a question, I'm
16      objecting on the grounds that it's been
17      asked and answered now twice.
18      A.    Don't know what transpired in between
19 these.
20      Q.    No idea why Dana changed his
21 strategy.
22            MR. MENKE:  Objection.  Asked and
23      answered for the fourth time.
24      A.    I don't know.
25      Q.    Okay.  Did you sign off on that?
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2      A.    I don't know whether I asked Jennifer
3 that question.
4      Q.    It's fair to say, though, that in the
5 intervening time, PBGC did not get an acceptable
6 standstill agreement in place, correct?
7      A.    We did not enter into a standstill,
8 yes.
9      Q.    The email above, Dana Cann writes to

10 you and Ms. Messina, "Does someone need to
11 update Josh?  If so, who?"
12            And you write back, "I told Josh at
13 3:00 that we were negotiating a standstill and
14 that we'd update him next week."
15            You see that?
16      A.    I do.
17      Q.    Okay.  Do you recall that
18 conversation with Director Gotbaum?
19      A.    I recall mentioning it to him in
20 passing.  That's what I recall.
21      Q.    Passing where?
22      A.    It was face to face.  I don't know
23 whether it was in his office or in another room,
24 but I do recall communicating that.
25      Q.    And was that all you remember from
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1                     M. Rae
2 that conversation?
3      A.    In a -- yes, that's all I remember.
4      Q.    Was what, that you told him that you
5 were negotiating a standstill?
6      A.    Yes.  I remember that, yup.
7      Q.    And that was based on the fact that
8 Dana had sent a draft?
9      A.    I don't recall specifically where --

10 whether it was relying on the draft agreement
11 that Dana sent.  It was my understanding from
12 Dana that we had assurance that no transaction
13 was imminent; that Renco was amenable to a
14 standstill agreement.  That's -- that was the
15 basis upon which I communicated to Josh that we
16 were negotiating a standstill agreement.
17      Q.    And that was communicated to you in
18 this email at 10:34 on the Friday the 13th,
19 right?
20      A.    Right.
21      Q.    Okay.  Do you recall that on
22 January 17th you learned that Renco had
23 consummated a transaction with Cerberus?
24      A.    Yes.
25      Q.    How did you learn?
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1                     M. Rae
2            MR. MENKE:  Objection to form.  I
3      think that misstates the testimony.
4      A.    Yeah.  Dana told me that Renco --
5 that no transaction was imminent; that he had
6 heard from Renco that no transaction was
7 imminent; that Renco was amenable to a
8 standstill and thus there was no need to proceed
9 with the termination at that point.

10            (Defendant's Exhibit Rae 7, Email
11      chain beginning with email dated 1/17/12
12      from Messina to Rae with attachment, Bates
13      stamped PBGC 51286 through 294, marked for
14      identification, as of this date.)
15 BY MR. BOBROFF:
16      Q.    I show you what's been marked as Rae
17 Exhibit 7.  This is a January 17th, 2012 email
18 chain attaching a sig case bullets, Bates stamp
19 PBGC 51286 through 94.  The bottom email is from
20 Ms. Messina to you, copying a handful of people
21 at PBGC.  The subject line is "Sig Case
22 Bullets."
23            See that?
24      A.    I do.
25      Q.    And she writes, "Here are the sig

Page 111

1                     M. Rae
2      A.    I don't know specifically where I was
3 or other than that it was sometime in the
4 afternoon of that Tuesday.
5      Q.    Do you recall who communicated it to
6 you?
7      A.    I don't know who communicated it to
8 me.
9      Q.    You don't recall where you were when

10 you heard it?
11      A.    I don't recall.  What I recall is --
12 no, I don't know where I was when I heard it.
13      Q.    And you don't recall if it was email
14 or a verbal communication?
15      A.    I don't.  My recollection is it was
16 in the early afternoon, but that's all.
17      Q.    What is was your reaction?
18      A.    I was surprised.  I was confused.  I
19 didn't understand what had happened, not happy
20 and wanted more information as to what had
21 happened and what our alternatives were at that
22 point.
23      Q.    And that's because Dana Cann had told
24 you that Renco was going to agree to a
25 standstill agreement with PBGC, right?
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2 case bullets for today's meeting along with a
3 proposed agenda.  Susan and Rick are out today,
4 so it looks like it will just be me and Dana
5 presenting from DISC."
6            Do you see that?
7      A.    I do.
8      Q.    Do you recall that sig case meeting?
9      A.    I do.

10      Q.    Why?
11      A.    Because --
12            MR. MENKE:  Excuse me.  Object to the
13      form of the question, but I'll let him
14      answer it.
15      A.    What I recall is learning about
16 the -- that the Renco transaction had been
17 closed shortly before this meeting.
18      Q.    So what was discussed at that meeting
19 about that?
20      A.    I don't recall specifically.
21      Q.    Okay.  What generally?
22      A.    I believe, my recollection is that we
23 communicated that the transaction had closed;
24 that we were surprised and upset by that.  I
25 don't recall what else we may have said or
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1                      Grimaldi
2             THE VIDEOGRAPHER:  This is the tape
3       numbed one of the videotape deposition of
4       John Grimaldi in the matter of Pension
5       Benefit Guarantee Corporation versus
6       Renco Group.
7             We are now going on the record, the
8       time is 10:07 a.m.
9             Will counsel please state their

10       appearance for the record.
11             (Whereupon, counsel placed their
12       appearances on the audio record.)
13             THE VIDEOGRAPHER:  Will the court
14       reporter please swear the witness in.
15 JOHN GRIMALDI,
16      called as a witness by the plaintiffs,
17      having been duly sworn, testified as
18      follows:
19 EXAMINATION BY
20 MS. FENNELL:
21       Q.    Good morning, Mr. Grimaldi.
22       A.    Good morning.
23       Q.    I am going to be taking your
24   deposition today and asking you a few
25   questions.  I ask that you answer as

Page 3

1
2                    APPEARANCES:
3
4 PENSION BENEFIT GUARANTY CORPORATION
5 Attorneys for Plaintiff
6      1200 K Street, N.W.
7      Washington, D.C. 20005
8 BY:  LOUISA FENNELL, ESQ.
9      JOHN MENKE, ESQ.

10
11 PROSKAUER ROSE
12 Attorneys for Defendants
13      Eleven Times Square
14      New York, NY 10036
15 BY:  BRADLEY BOBROFF, ESQ.
16
17 CADWALADER WICKERSHAM & TAFT
18 Attorneys for Defendants
19      One World Financial Center
20      New York, NY 10281
21 BY:  JOSHUA WEISS, ESQ.
22
23
24
25
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1                     Grimaldi
2  truthfully as possible.
3            Is there any reason that would
4  prevent you from responding truthfully today?
5      A.    No.
6      Q.    Have you been deposed before?
7      A.    In other matters, yes.
8      Q.    How many times have you been
9  deposed?

10      A.    Probably two other times.
11      Q.    Do you recall the date of the first
12  deposition?
13      A.    No, I don't.
14      Q.    Do you recall the substance of the
15  lawsuit?
16      A.    It was related to a physical
17  inventory that was taken while I was an
18  auditor.
19      Q.    Prior to your work at Renco?
20      A.    Bank in early '80s, in the '80s.
21      Q.    And the second time you were
22  deposed?
23      A.    For a worker's comp case for a
24  company that I worked for in the '90s.
25      Q.    If you could just walk me through
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1                     Grimaldi
2      witness take a minute to go through it
3      too, please.
4            MS. FENNELL:  Certainly.
5            MR. BOBROFF:  Thanks.
6      A.    OK.
7      Q.    Could you describe that e-mail, the
8  first e-mail?
9      A.    The first e-mail --

10      Q.    Which is --
11      A.    -- dated December 20, 2011?
12      Q.    Yes.
13      A.    Was from Christopher Gran of the
14  PBGC sent to my attention acknowledging
15  receipt of the form 10 that we had filed on
16  the 16th of December, and asking for a list
17  of 13 different requests of information as
18  part of that e-mail.
19            MR. BOBROFF:  I just want to note
20      for the record that the e-mail actually
21      has interlineated comments throughout, so
22      it is not actually just the original
23      e-mail.
24            MS. FENNELL:  Yes.
25      Q.    Were you involved in gathering the
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2  part term loan and part common interest"?
3      A.    Yes.
4            MR. BOBROFF:  Object, just to the
5      extent that it is not the full response.
6      Q.    For the record, the -- your
7  response was, "It will be part term loan and
8  part common interest, (note: RG Steel is the
9  LLC)."  Is that correct?

10      A.    Yes.
11      Q.    And I would like to introduce
12  Exhibit 6.  If you could keep Exhibit 5 out,
13  I may be referencing it.
14            (Exhibit 6, document Bates stamped
15      RENGRP 874 through 944 marked for
16      identification, as of this date.)
17      Q.    For now, take a minute to look at
18  Exhibit 6.  I won't be going through the
19  entire document.  Feel free to look through
20  it, though.  But I will be focusing on the
21  first seven pages.
22            MR. BOBROFF:  First seven pages of
23      the exhibit or --
24            MS. FENNELL:  Of the attachment.
25            MR. BOBROFF:  OK, thank you.
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2  information needed to respond to PBGC's
3  information request?
4      A.    Yes.
5      Q.    What did that task entail?
6      A.    There was a need to determine who
7  was responsible for this information who had
8  the information and discuss it with those
9  parties and gather it into a form that could

10  be forwarded to the PBGC within the time that
11  they had requested.
12      Q.    One of the information requests,
13  request number 5, asks that Renco explain the
14  capital raise from -- whether the capital
15  raise from investors is expected to be
16  granted in shares of common stock or other
17  forms.
18            Were you involved in gathering
19  information in response to that request?
20      A.    Yes.
21      Q.    What information did you gather?
22            MR. BOBROFF:  Objection to form.
23            But you can answer.
24      A.    I gathered that response.
25      Q.    And the response is, "It will be
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2      A.    OK.
3      Q.    Could you describe this e-mail?
4      A.    The top e-mail?
5      Q.    Yes.
6      A.    So the last e-mail in the chain was
7  an e-mail from Ari Rennert to myself with a
8  copy of Roger Fay regarding forwarding me the
9  RG Steel presentation in addition to

10  responding to some of the questions that were
11  posed by the PBGC in the Exhibit 5 e-mail.
12      Q.    The second sentence, "This can be
13  sent to the PBGC in response to their first
14  question," meaning the attached document to
15  the e-mail could be sent to PBGC.  Do you
16  know whether this attachment was sent to the
17  PBGC?
18      A.    In Exhibit 5, under question 1, in
19  my response, it says, "See the attached CIM
20  management presentation for RG Steel."
21      Q.    So yes, you believe it was sent to
22  PBGC?
23      A.    Yes.
24      Q.    If you will turn to the attachment
25  and actually I'm just interested in page 7 of
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2  the attachment.  This slide is identified as
3  a financing opportunity.  And it says, "Up to
4  200 million in financing will be structured
5  as follows:  Three-year term loan with cash
6  and PIK interest, equity."
7            As far as you're aware, is that an
8  accurate description of the financing
9  opportunity?

10      A.    I was not involved in the financing
11  opportunities that were out there that they
12  were looking for, so I'm not sure what was
13  being looked into at that time.
14      Q.    But this is what -- this
15  information was relayed to PBGC?
16      A.    This presentation was sent to the
17  PBGC.
18      Q.    If you turn back to Exhibit 5, if
19  you look at the first page of that document,
20  the second e-mail down from Chris Gran to
21  you.  Chris Gran references the conference
22  call to be arranged to discuss this
23  information request.  Did a conference call
24  take place?
25      A.    We had several conference calls
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2      A.    Myself, Dana Conn and Jack Butler
3  of the PBGC, I believe Ari Rennert and Roger
4  Fay.
5      Q.    Was Barry Levine on the call?
6      A.    I don't recall.
7      Q.    What took place during this call?
8            MR. BOBROFF:  Objection to form.
9      A.    I don't recall the details of the

10  call.
11      Q.    Do you recall the subject matter of
12  the call?
13      A.    As described in Dana Conn's e-mail
14  to me, he wanted to cover the -- he wanted to
15  cover the management presentation and
16  understanding the potential investments.
17      Q.    And how those investments may
18  affect the Renco control group obligation for
19  the --
20      A.    That's how he expressed what he
21  wanted to cover.
22      Q.    But you have no recollection of
23  anything that took place during that call?
24            MR. BOBROFF:  Objection to form.
25      That's mischaracterizing his testimony.
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2  with the PBGC in that time period.
3      Q.    Do you recall when the conference
4  call in response to this e-mail took place?
5      A.    No, I don't.
6      Q.    I would like to introduce Exhibit
7  7.  Take a minute to review that.
8            (Exhibit 7, document Bates stamped
9      RENGRP 566 through 67 marked for

10      identification, as of this date.)
11      A.    OK.
12      Q.    Does that refresh your recollection
13  with regard to when the conference call
14  referenced in Exhibit 5 took place?
15      A.    Yes.
16      Q.    So this e-mail -- this exhibit
17  indicates that the conference call will take
18  place on January 4 at 4 p.m.
19      A.    January 4, 2012, correct.
20      Q.    Who was on that conference call?
21            MR. BOBROFF:  Objection to form.
22            You can answer.
23      A.    I don't recall.  I don't recall all
24  the members who took place.
25      Q.    Who do you recall?
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2            But you can answer.
3      A.    I don't have recall specific to
4  that conference call, no.
5      Q.    Do you recall any discussion of the
6  control group?
7      A.    No.
8      Q.    Did you, do you recall any
9  discussion of the structure of a potential

10  transaction?
11      A.    I don't recall the specifics of
12  that phone conference call.
13      Q.    But generally, you recall that what
14  was discussed?  What was -- what do you
15  generally recall was discussed during that
16  call?
17      A.    Based upon the e-mails that have
18  gone back and forth, obviously it was a
19  discussion regarding the transaction that was
20  indicated in the form 10 that was filed and
21  it is all follow-up to that.
22      Q.    Do you recall any discussions about
23  a potential guarantee of pension liabilities
24  by Renco?
25      A.    When?
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2      Q.    During that call?
3      A.    I don't recall, no.
4      Q.    I will introduce Exhibit 8.
5            (Exhibit 8, document Bates stamped
6      52066 through 67 marked for
7      identification, as of this date.)
8      Q.    Take a minute.  These are meeting
9  notes prepared by PBGC?

10      A.    OK.
11      Q.    Does this refresh your recollection
12  of what was discussed during the conference
13  call?
14      A.    It refreshes my memory of some of
15  the conversation.
16      Q.    What does it refresh your
17  recollection about?
18      A.    Of the topics that were discussed.
19      Q.    Do you recall a discussion about
20  the under-funding of the pension plans?
21      A.    No, I don't really.
22      Q.    Do you recall whether PBGC asked
23  for a guarantee from Renco?
24      A.    I don't recall them specifically
25  asking for a guarantee.  I read it in your
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2      A.    OK.
3      Q.    Can you describe this e-mail?
4      A.    The last e-mail in the chain is an
5  e-mail from Dana Conn to myself and
6  Christopher Gran, or maybe Gran, Christopher,
7  I'm not positive, Ari Rennert copied and
8  Roger Fay, and Jack Butler, Jack Butler of
9  the PBGC, asking for additional information

10  of three more items and making himself
11  available.
12      Q.    And the last sentence in the first
13  paragraph, "We believe, however, that some
14  form of a Renco guarantee of RG Steel pension
15  liabilities will mitigate our concerns."
16            Did you discuss that request
17  following receipt of this e-mail?
18      A.    I don't recall.
19            MR. BOBROFF:  Objection to form.
20            THE WITNESS:  Sorry.
21            MR. BOBROFF:  You can answer.
22      Q.    And in the three additional
23  requests for information, the second one is
24  "Any term sheets received from the potential
25  investors."  At that time, had you received

Page 35

1                     Grimaldi
2  notes, but these are PBGC's notes, not
3  anything that I represented.
4      Q.    So you have no reason to think that
5  the topic was not discussed?
6      A.    These are PBGC's notes.
7      Q.    Yes.  But you can't say
8  definitively no, that topic was not
9  discussed?

10            MR. BOBROFF:  Objection to form.
11            You can answer again if you would
12      like.
13      A.    I don't recall specifically a
14  guarantee being discussed.
15      Q.    Following this conference call, did
16  you have an internal meeting with any of the
17  Renco folks?
18            MR. BOBROFF:  Objection to form.
19            You can answer.
20      A.    I don't recall.
21      Q.    I would like to introduce Exhibit
22  9.
23            (Exhibit 9, document Bates stamped
24      RENGRP 492 through 493 marked for
25      identification, as of this date.)
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2  any term sheets?
3            MR. BOBROFF:  Objection to form.
4      Lack of foundation.
5            You can answer if you know.
6      A.    Had I received any --
7      Q.    Had Renco received?
8            MR. BOBROFF:  Same objection.
9      Sorry, go ahead.

10      A.    I wasn't dealing with the
11  financing, so I wasn't sure.
12      Q.    So you don't know whether or not
13  they had received any term sheets?
14      A.    No.
15      Q.    I would like to introduce Exhibit
16  10.
17            (Exhibit 10, document Bates stamped
18      RENGRP 502 through 515 marked for
19      identification, as of this date.)
20      A.    OK.
21      Q.    On the first page of the document
22  with the Bates ending in 502, Dana Conn
23  writes to you, "John and team, thanks for
24  this.  Is there any update on the investment
25  timing and the restart of Sparrow's points."

Case 1:13-cv-00621-RJS   Document 61-29   Filed 06/20/14   Page 6 of 12



TSG Reporting - Worldwide     877-702-9580

11 (Pages 38 to 41)

Page 38

1                     Grimaldi
2            And then you respond, "There is
3  nothing new to report since our conference
4  call on Wednesday and negotiations are
5  continuing."
6            Could you describe the negotiations
7  at that point?
8            MR. BOBROFF:  Objection to form.
9      Lack of foundation.

10            You can answer.
11      A.    I wasn't involved in the financing
12  negotiations at all and this response was
13  gathered from the people who handled it.
14      Q.    And who are those people?
15      A.    Ari Rennert was the point person on
16  this.
17      Q.    Anyone other than Ari?
18      A.    I can't say for sure.
19      Q.    Ari would also -- is Ari also the
20  source of your statement that there is
21  nothing new to report since our conference
22  call?
23      A.    Yes.
24      Q.    And if you will just turn to the
25  last page of the exhibit, it is a letter
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2  and the attachments, did you -- was a
3  conference call scheduled with PBGC to
4  discuss these documents?
5      A.    I don't recall what the next step
6  was.
7      Q.    I would like to introduce
8  Exhibit 11.
9            (Exhibit 11, document Bates stamped

10      RENGRP 19821 through 824 marked for
11      identification, as of this date.)
12      Q.    I'll be focusing on the first page
13  but feel free to review the rest.
14      A.    OK.
15      Q.    Does this refresh your recollection
16  as to whether a conference call was scheduled
17  following receipt of Exhibit 10?
18      A.    Yes.
19      Q.    And when did that conference call
20  take place?
21      A.    I don't recall the exact time of
22  the next conference call.
23      Q.    I introduce Exhibit 12.
24            (Exhibit 12, document Bates stamped
25      RENGRP 491 marked for identification, as
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2  dated January 6, 2012, to Ari Rennert and
3  Dana Conn.
4            MR. BOBROFF:  Do you want to take a
5      minute to read the letter?
6            THE WITNESS:  Um-hm.
7      A.    OK.
8      Q.    In the third paragraph, Dana again
9  mentions the guarantee from the Renco control

10  group.  Following receipt of this letter,
11  were you involved in any discussions related
12  to a guarantee?
13            MR. BOBROFF:  Objection to form.
14            You can answer the question.
15      A.    I don't recall.
16      Q.    And the next sentence, "Failing
17  such protection, PBGC is prepared to initiate
18  termination of the plan pursuant to ERISA to
19  protect its interests."
20            Were you involved in any
21  discussions related to the potential
22  termination of the plans?
23            MR. BOBROFF:  Objection to form.
24      A.    I don't recall.
25      Q.    Following receipt of this e-mail
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2      of this date.)
3      Q.    Does this refresh your recollection
4  when the next conference call took place?
5      A.    Yes.
6      Q.    So this e-mail is a meeting
7  reminder from you for a conference call on
8  January 9, 2012?
9      A.    Yes.

10      Q.    And do you recall what -- who
11  participated in that conference call?
12      A.    I don't have specific recollection
13  of the attendees except from -- who I sent
14  this to.  I assume most of those people, if
15  not all, took part in it.
16      Q.    And what was discussed during this
17  call?
18      A.    Don't recall the specifics.
19      Q.    Do you recall generally what was
20  discussed?
21      A.    No.
22            MS. FENNELL:  Why don't we take a
23      15-minute break.
24            THE VIDEOGRAPHER:  The time is
25      11:14, we are going off the record.
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2  sheet?
3      A.    Who sent to -- please clarify.
4      Q.    Did Renco -- Renco had received one
5  term sheet as of January 9?
6            MR. BOBROFF:  Objection, form.
7            Are there attachments to this?
8            MS. FENNELL:  You know, I don't see
9      them.  They weren't included in our

10      documents and we will have to look
11      through the production.
12      Q.    But putting aside actual term
13  sheet, I'm asking you more generally, if you
14  recall receiving a term sheet around this
15  time?
16      A.    If the e-mail says I enclose a term
17  sheet, I must have enclosed a term sheet with
18  this correspondence.
19      Q.    But you have no independent
20  recollection of receiving a term sheet?
21      A.    No.
22      Q.    OK, and what was -- following your
23  e-mail on January 9, when did you next
24  speak -- did you speak with PBGC?
25      A.    I don't recall the timeline of
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2      A.    "Re: moving forward with PBGC
3  termination actions."
4      Q.    And following that?
5      A.    "Stop it with either:"
6      Q.    And number 1 is "guarantee"?
7      A.    Correct.
8      Q.    And number 2 is, what?
9      A.    "Short term stipulation that" --

10  I'm trying to read my writing -- "that plans
11  transfer with control group or -- or stay
12  with control group until some date," I'm not
13  sure what that word is either.
14      Q.    And are these, do these accurately
15  reflect what was discussed during the
16  telephone call with Dana Conn?
17            MR. BOBROFF:  Objection to form.
18      A.    These are my notes from the
19  conversation I had for the phone call I had
20  with Dana.
21      Q.    The next entry, starting with
22  "issue," could you read for me what you
23  wrote?
24            MR. BOBROFF:  Good luck.
25      A.    "The issue -- "notice of the
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2  conversations around that time.
3      Q.    I would like to introduce Exhibit
4  16.
5            (Exhibit 16, document Bates stamped
6      RENGRP 22124 through 126 marked for
7      identification, as of this date.)
8      A.    OK.
9      Q.    Are these your handwritten notes?

10      A.    Yes.
11      Q.    And I'm having a little trouble
12  with your handwriting, so I just wanted to
13  sort of go through them.  So this, the first
14  page of this attachment reflects notes from a
15  conference call you had with Dana Conn on
16  January 13.
17      A.    A telephone call with Dana Conn.
18      Q.    And was anyone else on the call?
19      A.    No.
20      Q.    The first line, "Where they are,"
21  followed by "guarantee, question mark, status
22  of deal question mark," is that right?
23      A.    Yes.
24      Q.    And could you read to me the next
25  line?
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2  termination says the plan should be
3  terminated in putting" -- "and putting in
4  notice to participants."
5      Q.    And that was discussed during the
6  call?
7            MR. BOBROFF:  Objection to form.
8      A.    These are the notes that I took
9  down from the conversation with Dana.

10      Q.    So your response is yes, you
11  discussed these issues with Dana Conn?
12            MR. BOBROFF:  Objection to form.
13      A.    These are the notes I took from the
14  conversation with Dana Conn.  I did not
15  discuss them with him.  I took notes of what
16  he was saying.
17      Q.    OK.  So Dana spoke to you about
18  these issues?
19      A.    This is how he presented -- this is
20  what he presented to me.
21      Q.    So these are reflecting what Dana
22  said during the call?
23      A.    Yes.
24      Q.    And how did you respond?
25            MR. BOBROFF:  Objection to form.
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2      A.    I don't recall.
3      Q.    If you will turn to the second
4  page, I'm going to go back to the first page,
5  but I just wanted to clarify.  Is this second
6  page a continuation of your telephone call
7  notes from your telephone call with Dana?
8      A.    No.
9      Q.    Are these a continuation of your --

10  of the document ending in Bates 22126?
11      A.    Yes.
12      Q.    So it is just out of order?
13      A.    Yes.
14      Q.    So going back to the first page of
15  that document, following this telephone call
16  with Dana, what did you do?
17            MR. BOBROFF:  Objection to form.
18      A.    I relayed the information that was
19  given to me by Dana this these notes, I
20  relayed it to the president and the chairman.
21      Q.    And what did they say in response
22  to your discussion, you're relating what you
23  discussed with Dana on the call?
24      A.    I don't recall what their responses
25  were.
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2  anyone at Renco calling, having a phone call
3  with PBGC on the 13th?
4      A.    I'm not sure what happened after I
5  gave the information to them.
6      Q.    Did Ari Rennert report about a call
7  with the PBGC?
8            MR. BOBROFF:  Objection to form,
9      but you can answer the question.

10      A.    No.
11      Q.    I am going to be going back to the
12  next two pages, but before I do that, I'm
13  going to introduce Exhibit 17.
14            (Exhibit 17, document Bates stamped
15      RENGRP 573 through 577 marked for
16      identification, as of this date.)
17      A.    OK.
18      Q.    Could you describe this document?
19      A.    This is an e-mail from Dana Conn to
20  Ari Rennert, copying myself, subject was a
21  stand still agreement from Friday,
22  January 13, 2012.
23      Q.    What was your understanding of the
24  stand still agreement?
25      A.    I don't recall.
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2      Q.    Did you contact PBGC following this
3  call?
4            MR. BOBROFF:  Objection to form.
5      A.    Did I?
6      Q.    Yes.
7      A.    I did not.
8      Q.    Did Ari Rennert?
9            MR. BOBROFF:  Objection to form,

10      lack of foundation.
11      Q.    Do you know whether Ari Rennert
12  contacted PBGC following this following this
13  telephone call with Dana?
14      A.    I do not.
15      Q.    And you were not, you were not on
16  any call with PBGC following this telephone
17  call?
18            MR. BOBROFF:  Objection to form.
19      What time period?
20      Q.    Following this telephone call on
21  January 13, did you have any other -- did
22  you -- were you on any other calls with PBGC
23  on the 13th?
24      A.    No.
25      Q.    Did anyone -- are you aware of

Page 57

1                     Grimaldi
2            MR. BOBROFF:  Object to form.  But
3      you can answer.  Sorry?
4      A.    I don't recall.
5      Q.    Did you review the stand still
6  agreement?
7      A.    I don't recall what I did with it.
8      Q.    So following receipt of this
9  e-mail, you don't recall what you did?

10      A.    No.
11      Q.    Did anyone at Renco discuss with
12  you the stand still agreement?
13      A.    I don't recall.
14      Q.    So going back to Exhibit -- your
15  handwritten notes, if you will turn to the
16  third page, which is the beginning of notes
17  from a telephone call on January 17.  Is that
18  correct?
19      A.    Correct.
20      Q.    And who was on this call?
21      A.    Ari Rennert, myself and Dana Conn
22  of the PBGC.
23      Q.    Again, apologies, could you walk me
24  through your notes.
25      A.    "Working with the bank group for a
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2  new deal."
3      Q.    And just to stop you right there,
4  what -- could you describe that new deal?
5            MR. BOBROFF:  Objection to form,
6      lack of foundation.
7            You can answer.
8      A.    No, I cannot.
9      Q.    OK, please continue.

10      A.    "Consummated a transaction this
11  morning."
12      Q.    OK.
13      A.    "The company will get approximately
14  270 million dollars of total capital,"
15  funding or financing, I'm not sure what that
16  word is.
17      Q.    And the next line?
18      A.    "125 million capital infusion from
19  Cerberus/Ableco.  They get 24 and a half
20  percent of equity and warrants of 25 and a
21  half percent."
22      Q.    OK, and the next line?
23      A.    "The bank group released reserves
24  of 36 million and waived all defaults."
25      Q.    And the next line?
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2  group?
3            MR. BOBROFF:  Objection to form.
4      A.    No.
5      Q.    I am sorry, what was that?
6      A.    Is what related to the control
7  group?
8      Q.    This reference to, "75 and a half
9  percent, no, we are less than 80 percent,"

10  what does that mean to you?
11      A.    That is the percentage of ownership
12  that Renco Group would have in the company,
13  in RG Steel.
14      Q.    And so how does that relate to
15  whether the Renco Group is standing behind
16  the plans?
17      A.    Meaning that at -- when an
18  ownership of a company falls below 80
19  percent, they are no longer part of that
20  control group.
21      Q.    And the next line?
22      A.    "DC, PBGC moved to PBGC termination
23  action on Friday per AR.  Equity off the
24  table.  Tuesday, Ari -- or AR tells them the
25  deal was done with equity.  How did we get
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2      A.    "Lower availability block from 60
3  million to 15 million."
4      Q.    And the next line?
5      A.    "Renco Group would have capital
6  call 70 million dollars for additional
7  liquidity."
8      Q.    And the next line?
9      A.    "Great liquidity, almost 275

10  million dollars."
11      Q.    And the next line?
12      A.    "Allows money to execute the
13  business plan."
14      Q.    OK, and then the next line?
15      A.    "DC."
16      Q.    Is that referring to Dana Conn?
17      A.    Yes, it is.  "Is Renco Group
18  standing behind the plans, question."
19      Q.    The next line?
20      A.    "AR."
21      Q.    That's Ari Rennert?
22      A.    Yes.  Yes.  "Renco Group Inc. has
23  75 and a half percent and no - we are less
24  than 80 percent."
25      Q.    Is that in reference to the control
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2  here from where we were on Friday."
3      Q.    And the next line?
4      A.    "We did not know what the deal
5  would be."
6      Q.    Who said, "We did not know what the
7  deal would be"?
8      A.    That is a continuation of Dana's
9  conversation.

10      Q.    And the next page of notes?
11      A.    "All actions after closing are on
12  the table by PBGC.  We will be hearing from
13  them."
14      Q.    And the next line?
15      A.    "How does capital call work."
16      Q.    And the next line?
17      A.    "If availability less than 10
18  million for three days or if availability is
19  equal to 5 million, Renco Group Inc. required
20  to infuse capital to take availability up to
21  20 million.  Total call equals 70 million."
22      Q.    And the next line?
23      A.    "Question, what would Renco Group
24  get?"
25      Q.    Who posed that question?
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Page 62

1                     Grimaldi
2      A.    That is a Dana Conn question.  The
3  questions are coming from Dana Conn.
4      Q.    And the next line?
5      A.    "Answer was a new term loan C."
6      Q.    And did Ari Rennert provide that
7  answer?
8      A.    Yes.
9      Q.    And the next line?

10      A.    "Question, what other terms?"
11      Q.    And the response?
12      A.    "Second lien on assets, pari passu
13  with term loan A and B."
14      Q.    OK, and the next question is, "What
15  about Severstal note?"
16      A.    Correct.
17      Q.    And the answer?
18      A.    "Pledge of MSC," which stood for
19  Mountain State Carbon, "equity held by RG
20  Steel."
21      Q.    The next question?
22      A.    "Is Ableco/"-- I'm not positive
23  what that is, that next word.  Is it loan
24  cash pay?
25      Q.    And the response?

Page 64

1                     Grimaldi
2  ownership in RG Steel?
3      A.    This was a Tuesday.
4      Q.    That's when -- I am sorry, go
5  ahead.
6      A.    There was a holiday on Monday.
7  That was the first day of work that week and
8  I heard about it the -- pretty much in same
9  time as we had this phone call.

10      Q.    What do you mean by pretty much the
11  same time?
12      A.    Well, I was not involved in any of
13  the negotiations that were taking place and
14  starting on Tuesday, coming back to work and
15  being -- taking part in this conversation, I
16  heard most of the details of it as part of
17  the responses to Dana.
18      Q.    So prior to the Tuesday, you did
19  not know that a deal had closed?
20      A.    No.
21            MS. FENNELL:  If we could go off
22      the record for five minutes.
23            THE VIDEOGRAPHER:  The time is
24      12:04 p.m., we are coming off the record.
25            (Recess)
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1                     Grimaldi
2      A.    "The A is a yes, 600,000 a month.
3  The B was no, PIK interest at 11 percent."
4      Q.    The next question?
5      A.    "What about Renco Group Inc.'s
6  capital call loan?"
7      Q.    And the response?
8      A.    "PIK at 11 percent."
9      Q.    Thank you.

10            If you go back to the first page of
11  notes from the January 17 call.  The last
12  line you attribute to Dana Conn, "We did not
13  know what the deal would be."
14      A.    Yes.
15      Q.    When did you know what the deal
16  would be?
17            MR. BOBROFF:  Objection to form,
18      lack of foundation.
19            If you know the answer.  If you
20      understand the question, and you know it,
21      you can answer.
22      A.    Which deal?
23      Q.    The deal that's being discussed on
24  this conference call where -- which resulted
25  in Renco having less than 80 percent equity

Page 65

1                     Grimaldi
2            THE VIDEOGRAPHER:  The time is
3      12:18 p.m., we are going back on the
4      record.
5      Q.    OK, a few additional questions.
6            During January 2012, did you have
7  any discussions with Elliot Capital
8  Management?
9      A.    No.

10      Q.    During that same time frame, did
11  you have any discussions with Cerberus?
12      A.    No.
13      Q.    The bank group that's referenced in
14  your notes from the January 17 telephone
15  call, was that the bank group that was headed
16  by Wells Fargo?
17            MR. BOBROFF:  Objection to form.
18      Lack of foundation.
19            You can answer.
20      A.    Yes.
21      Q.    Did you have any discussions with
22  them regarding a potential transaction around
23  the same January 2012 time frame?
24      A.    No.
25            MS. FENNELL:  I have no further
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Page 66

1                 Grimaldi
2  questions.
3        MR. BOBROFF:  Give us two minutes.
4        THE VIDEOGRAPHER:  The time is
5  12:19 p.m.  We are coming off the record.
6        (Recess)
7        THE VIDEOGRAPHER:  The time is
8  12:20p.m., we are going back on the
9  record.

10                  - - - -
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
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1                  Grimaldi
2   A.    Yes, it was.
3         MR. BOBROFF:  Thank you.  I have no
4   further questions.
5         THE VIDEOGRAPHER:  The time is
6   12:22 p.m.  We are coming off the record.
7
8                  ____________________

                 JOHN GRIMALDI
9

10  Subscribed and sworn to
11  before me this      day
12  of              , 2013.
13
14  _______________________
15
16
17
18
19
20
21
22
23
24
25
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1                      Grimaldi
2 EXAMINATION BY
3 MR. BOBROFF:
4       Q.    Very quickly, Mr. Grimaldi,
5   directing your attention back to Grimaldi
6   Exhibit 16, your handwritten notes from
7   Tuesday, January 17, which you read into the
8   record what you had taken down.
9             I want to direct your attention to

10   the last Dana Conn comment on the bottom of
11   the page where it says, "DC-PBGC move to PBGC
12   termination on Friday."  And it says, "Per AR
13   'equity off the table.'"
14             Do you see that?
15       A.    Yes.
16       Q.    Just so it's clear, is it your
17   understanding or, in fact, was this what Dana
18   Conn was claiming that Ari Rennert had said
19   to him on the call or Friday?
20             (Continued on next page for jurat)
21
22
23
24
25
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1                      Grimaldi
2
3                       INDEX:
4 WITNESS            EXAM BY:               PAGE:
5 J. Grimaldi        Ms. Fennell             6
6                    Mr. Bobroff             67
7
8                   EXHIBIT INDEX:
9 NUMBER            DESCRIPTION             PAGE:

10 Exhibit 1   document Bates stamped RENGRP        11
11             22819 through 21
12 Exhibit 2   document Bates stamped RENGRP        16
13             17550 through 552
14 Exhibit 3   document Bates stamped RENGRP        19
15             674 through 720
16 Exhibit 4   document Bates stamped RENGRP        23
17             22100 through 123
18 Exhibit 5   document Bates stamped RENGRP        27
19             12965 through 968
20 Exhibit 6   document Bates stamped RENGRP        30
21             874 through 944
22 Exhibit 7   document Bates stamped RENGRP        33
23             566 through 67
24 Exhibit 8   document Bates stamped 52066         36
25             through 67
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1

2              UNITED STATES DISTRICT COURT
3              SOUTHERN DISTRICT OF NEW YORK
4 -----------------------------------X

PENSION BENEFIT GUARANTY
5 CORPORATION,
6               Plaintiff,
7        v.                      No. 1:13-cv-0621(RJS)
8 THE RENCO GROUP, et al.,
9               Defendants.

-----------------------------------X
10

11              VIDEOTAPED DEPOSITION
12                       OF
13                   IRA RENNERT
14                New York, New York
15            Thursday, December 12, 2013
16

17

18

19

20

21

22

23

24 Reported by:

ANNETTE ARLEQUIN, CCR, RPR, CRR, CLR
25 JOB 68797
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Page 2

1
2
3
4
5                December 12, 2013
6                10:09 a.m.
7
8     Videotaped deposition of IRA RENNERT,
9 held at the offices of Proskauer Rose LLP,

10 Eleven Times Square, New York, New York,
11 before Annette Arlequin, a Certified Court
12 Reporter, a Registered Professional
13 Reporter, a Certified LiveNote Reporter, a
14 Certified Realtime Reporter, and a Notary
15 Public of the State of New York.
16
17
18
19
20
21
22
23
24
25

Page 4

1
2 A P P E A R A N C E S (Cont'd.):
3
4
5        PROSKAUER ROSE
6        Attorneys for Defendants
7            Eleven Times Square
8            New York, New York  10036
9        BY: KEVIN PERRA, ESQ.

10            BRADLEY BOBROFF, ESQ.
11               - and -
12        CADWALADER, WICKERSHAM & TAFT
13        Attorneys for Defendants
14            One World Financial Center
15            New York, New York  10281
16        BY: JONATHAN HOFF, ESQ.
17
18 ALSO PRESENT:
19
20        ROB RINKEWICH, Legal Video Specialist
21
22
23
24
25

Page 3

1
2 A P P E A R A N C E S:
3
4        PENSION BENEFIT GUARANTY CORPORATION
5        Attorneys for Plaintiff
6            1200 K Street NW
7            Washington, D.C. 20005
8        BY: JOHN MENKE, ESQ.
9            COLIN ALBAUGH, ESQ.

10                 - and -
11        KELLEY DRYE & WARREN
12        Attorneys for Plaintiff
13            101 Park Avenue
14            New York, New York 10178
15        BY: SARAH REID, ESQ.
16
17
18
19
20
21
22
23
24
25
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1
2       IT IS HEREBY STIPULATED AND AGREED by
3 and between the attorneys for the
4 respective parties herein, that filing and
5 sealing be and the same are hereby waived;
6       IT IS FURTHER STIPULATED AND AGREED
7 that all objections, except as to the form
8 of the question, shall be reserved to the
9 time of the trial;

10       IT IS FURTHER STIPULATED AND AGREED
11 that the within deposition may be sworn to
12 and signed before any officer authorized to
13 administer an oath, with the same force and
14 effect as if signed and sworn to before the
15 Court.
16
17                 - o0o -
18
19
20
21
22
23
24
25
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Page 34

1                   I. Rennert
2      Q.    And you don't recall when that was?
3      A.    No.
4      Q.    Was that about the same time as the
5 end of December emails turning down the
6 financing?
7      A.    I don't recall.
8            (Defendants' Exhibit Ira 6, Email
9      dated 12/29/11 from Caruso to A. Rennert

10      and others, Bates stamped RENCO0051233
11      through 234, marked for identification, as
12      of this date.)
13 BY MR. MENKE:
14      Q.    I show you a document I've marked as
15 Ira Exhibit 6, which is an email from Mr. Rich
16 Caruso to you, to your son Ari, to Roger Fay,
17 John Goodwin and Mike Whalen dated
18 December 29th.
19            Do you see that?
20      A.    Yes.
21      Q.    And the subject is "SP Operation With
22 No BK," which I believe to be bankruptcy filing;
23 is that right?
24            MR. PERRA:  Is what right?
25 BY MR. MENKE:

Page 36

1                   I. Rennert
2 dollar amount, but is this a ballpark?
3            MR. PERRA:  Objection to form.
4      A.    I recall a significant number.
5      Q.    By significant, you mean something in
6 the range of $140 million was not inconsistent
7 with your recollection?
8            MR. PERRA:  Objection to form.
9      A.    I consider it significant.

10      Q.    Do you recall having seen this email
11 at the time?
12      A.    No.
13      Q.    Were you aware that on December 16th,
14 2011, which would have been a couple weeks
15 before the email we just showed you, that Renco
16 filed what is known as a Form 10 with the
17 Pension Benefit Guaranty Corporation?
18      A.    Yes.
19      Q.    Advance Notice of Reportable Event?
20      A.    Yes.
21      Q.    Do you recall what that said?
22            MR. PERRA:  Objection to form.
23      A.    Not specifically, no.
24      Q.    Do you recall that it said that it
25 was intended to inform PBGC that Renco was

Page 35

1                   I. Rennert
2      Q.    Is that an accurate statement of the
3 subject to this email?
4      A.    I don't know what that shorthand
5 means.
6      Q.    Okay.  It says -- you'll see that --
7 well, this email attachment, which appears to
8 have had an attachment which is not here, but it
9 says, "Attached please find the weekly cash flow

10 model for the scenario of restarting..."  I
11 assume SP means Sparrows Point, the blast
12 furnace that you were talking about, "...and
13 continuing to run Warren and Wheeling."
14            Do you see that?
15      A.    Yes.
16      Q.    And in the second paragraph it
17 reflects that the peak deficit is $140 million.
18            Do you see that?
19      A.    Yes.
20      Q.    Is that consistent with your
21 understanding of the amount of financing that RG
22 Steel required at this point in time?
23      A.    I don't recall a specific dollar
24 amount.
25      Q.    You may not recall the specific

Page 37

1                   I. Rennert
2 thinking of entering into a financing, or RG
3 Steel I should say, was thinking of entering
4 into a financing which would have resulted in
5 the breakup of the control group between Renco
6 and RG Steel?
7            MR. PERRA:  Objection to form.
8      A.    Yes.
9      Q.    And do you understand what a control

10 group is?
11      A.    Yes.
12      Q.    And can you tell me what your
13 understanding is of the word or the phrase
14 "control group"?
15      A.    Wherever a corporation has more than
16 80 percent ownership of another corporation,
17 they're all party to the same I guess pension
18 obligations.
19      Q.    And that means that, for instance,
20 control group members have the -- are all liable
21 to make contributions to the plan?  Is that your
22 understanding?
23            MR. PERRA:  Objection to form.  Calls
24      for a legal conclusion.
25      A.    That's my general understanding.
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Page 38

1                   I. Rennert
2      Q.    And is it your general understanding
3 that if the pension plan were to be terminated
4 by the Pension Benefit Guaranty Corporation,
5 that all members of the control group would be
6 liable for the liabilities that arose from that
7 termination?
8            MR. PERRA:  Same objection.  Calls
9      for a legal conclusion and it's a

10      hypothetical.
11      A.    Yes.
12      Q.    In late December 2011, were you aware
13 of the amount by which the RG Steel pension
14 plans were underfunded?
15            MR. PERRA:  Objection to form.
16      A.    I believe so.
17      Q.    And what was your understanding of
18 that amount?
19      A.    That it was in the range of $25
20 million.
21      Q.    Were you aware as well that RG Steel
22 participated in any steelworkers multi-employer
23 pension plans?
24      A.    Yes.
25      Q.    Are you aware of the concept of

Page 40

1                   I. Rennert
2 apparently between yourself and Mr. Steve
3 Feinberg of Cerberus.
4            Do you recall that conversation?
5            MR. PERRA:  Objection to form.
6      A.    Yes.
7      Q.    Can you describe it?
8      A.    I called Steve on the phone and told
9 him that I was anxious to have him help in the

10 financing of RG Steel and that we would turn
11 over 49 percent of the equity of the company if
12 he would provide the kind of financing that we
13 had requested, and that we would participate in
14 the credit support as well.
15      Q.    This -- does this email accurately
16 describe the financing proposal that you just
17 discussed you made orally in that phone call?
18            MR. PERRA:  Objection to form.
19      A.    I don't recall the $125 million
20 number in terms of my conversation with Steven
21 and I don't -- and it was 49 percent, not 50
22 percent of the equity.
23      Q.    Have you and Mr. Feinberg had a long
24 relationship?
25      A.    Yes.

Page 39

1                   I. Rennert
2 withdrawal liability from a multi-employer
3 pension plan?
4            MR. PERRA:  Objection to form.
5      A.    No.
6      Q.    Did anyone ever tell you that -- tell
7 you anything about withdrawal liability to your
8 recollection?
9      A.    No.

10            (Defendants' Exhibit Ira 7, Email
11      dated 1/3/12 from Ajouz to Mayer and
12      others, Bates stamped CRG-PBGC0020045,
13      marked for identification, as of this
14      date.)
15 BY MR. MENKE:
16      Q.    Mr. Rennert, I'm showing you a
17 document that we've marked as Ira Exhibit 7.
18 This is an email from Mr. Tarek Ajouz to Steven
19 Mayer, David Glenn and Brett Crandall dated
20 Tuesday, January 3rd.
21            I'd ask you to read that email and
22 let me know when you're finished.
23            (Document review.)
24      A.    I finished reading it.
25      Q.    The email relates a conversation

Page 41

1                   I. Rennert
2      Q.    Has he provided financing to Renco in
3 the past before this RG Steel transaction?
4            MR. PERRA:  Objection to form.
5      A.    Yes.
6      Q.    Through Cerberus?  Cerberus has
7 provided that financing?
8      A.    I believe it was Cerberus and/or
9 Ableco which is controlled by Steve Feinberg.

10      Q.    Have there been several
11 transactions --
12      A.    Yes.
13      Q.    -- in the past?
14            About how many would you say?
15      A.    Probably a half a dozen.
16      Q.    This email reflects a proposed
17 meeting, it says, "...tomorrow afternoon..."
18 which based on the date of this email would have
19 been Wednesday, the 4th of January, "...to
20 discuss Cerberus's rationale for passing."
21            Did you attend that meeting?
22      A.    Yes.
23      Q.    And who else was there?  Who all was
24 at the meeting?
25      A.    My recollection would be myself, Dan
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Page 62

1                   I. Rennert
2 conversation where Mr. Cann at one point
3 proposed that Renco should provide to PBGC a
4 guarantee of RG Steel's pension liabilities if
5 the transaction went forward, the financing went
6 forward?
7            MR. PERRA:  Are you talking about a
8      call on the 9th?
9            MR. MENKE:  I'm talking about a call

10      on the 9th or at any other time.
11      A.    Yes.
12      Q.    So you were familiar with the concept
13 of that guarantee?
14            When did you first hear of that?
15      A.    It must have been sometime around
16 that date.
17      Q.    Do you recall who told you about
18 that?
19      A.    No.
20      Q.    Do you recall any conversations about
21 that topic?
22      A.    Yes.
23      Q.    What do you recall about those
24 conversations?
25            MR. PERRA:  Well, here I'm going to

Page 64

1                   I. Rennert
2      A.    As I said, I believe it was around
3 that date.
4      Q.    Do you recall where you were when you
5 had those conversations?
6      A.    Yes.
7      Q.    Where were you?
8      A.    In my office.
9      Q.    Can you describe the substance of

10 those conversations?
11            MR. PERRA:  So we have a problem
12      here.  The witness doesn't recall whether
13      it was with an attorney or not, doesn't
14      remember who it was with, and from my
15      information, my understanding is that those
16      calls discussing the guarantee were --
17      involved counsel for Renco and therefore I
18      would instruct him not to answer that
19      question.
20 BY MR. MENKE:
21      Q.    Are you following your counsel's
22 instructions?
23      A.    I always do.
24      Q.    Good man.
25      A.    Thank you.

Page 63

1                   I. Rennert
2      caution the witness, obviously, as you know
3      from these phone calls, the Renco
4      corporation had engaged counsel with advice
5      as to ERISA-related issues.
6            So to the extent the question calls
7      for testimony concerning your discussions
8      with attorneys or advice that was rendered
9      by the attorneys, then I instruct the

10      witness not to answer.
11            If you have some testimony other than
12      with respect to discussions with the
13      attorneys or emanating from the attorneys,
14      you may answer.
15 BY MR. MENKE:
16      Q.    Maybe let's try -- let's maybe try
17 from a different tact.
18            Do you recall who you had
19 conversations with about PBGC's proposed
20 guarantee?
21      A.    No.
22            MR. MENKE:  I think that takes care
23      of our...
24 BY MR. MENKE:
25      Q.    Do you recall when they occurred?

Page 65

1                   I. Rennert
2            (Defendants' Exhibit Ira 12, Email
3      chain beginning with email dated 1/9/12
4      from Ryan to McDermott and others, Bates
5      stamped CWT 000329 through 330, marked for
6      identification, as of this date.)
7 BY MR. MENKE:
8      Q.    Mr. Rennert, I'm showing you a
9 document marked as Ira Exhibit 12.  Again, these

10 are emails.  The document has two emails, the
11 first from Mr. Goldberg to Mr. Mike Ryan and
12 Joseph Furst, and the second is Mr. Ryan's
13 response to Mr. McDermott, Matthew Stempler,
14 Joseph Furst and Larry Goldberg.
15            Do you see those two emails?
16      A.    Yes.
17      Q.    Do you recall ever having seen these
18 before?
19      A.    No.
20      Q.    The bottom email reflects
21 Mr. Goldberg informing -- do you know who
22 Lawrence Goldberg is?
23      A.    No.
24      Q.    Do you know who Mike Ryan is?
25      A.    Yes.
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Page 66

1                   I. Rennert
2      Q.    And you testified that he's -- do you
3 know at the time what Mr. Ryan's position was?
4      A.    He was our general counsel.
5            MR. PERRA:  For the record, I don't
6      think that's quite right.  He was working
7      at Cadwalader at the time and I think --
8 BY MR. MENKE:
9      Q.    Did he serve as counsel for Renco at

10 the time?
11      A.    Well, I consider him our general
12 counsel even though he was working for
13 Cadwalader Wickersham & Taft.
14      Q.    He represented Renco?
15      A.    So if my attorney said I was wrong, I
16 respect my attorney saying I was wrong.
17            MR. PERRA:  We'll call him an outside
18      general counsel at the time.
19            MR. MENKE:  Okay.
20 BY MR. MENKE:
21      Q.    It's correct that he was representing
22 Renco in this financing transaction; is that
23 right?
24      A.    Yes.
25      Q.    Do you know who Mr. Joseph Furst is?

Page 68

1                   I. Rennert
2            MR. PERRA:  Hold on.  Just so she has
3      it, because these are emails that he's not
4      on.
5            MR. MENKE:  I appreciate that and I
6      will -- I'll withdraw my last question.
7            MR. PERRA:  Thank you.
8            MR. MENKE:  Whatever it may have
9      been.

10 BY MR. MENKE:
11      Q.    Do you agree that this email says
12 that Schulte Roth has been asked to start
13 drafting documents for RG Steel?
14      A.    I agree with what it says, yes.
15      Q.    Is it your understanding that on
16 Monday, January 9th, Cerberus had asked its
17 lawyers to start drafting documents?
18      A.    I have no knowledge.
19      Q.    Would this -- was it your
20 understanding that on or about that day that
21 Cerberus had agreed to proceed with the
22 financing transaction for RG Steel?
23      A.    I don't recall.
24      Q.    The email above that from Mr. Ryan,
25 entire body says, "Timing is ASAP."

Page 67

1                   I. Rennert
2      A.    No.
3      Q.    Okay.  This document, the email from
4 Mr. Goldberg sent at 3:42 in the afternoon of
5 Monday, January 9th reflects that -- by the way,
6 I would state for the record that Mr. Lawrence
7 Goldberg, previous testimony has identified him
8 as a partner at the Schulte Roth law firm and
9 that Schulte Roth represented Cerberus in

10 connection with this financing transaction.
11            Was that your understanding?
12      A.    Yes.
13      Q.    And this document reflects that
14 Schulte Roth and Mr. Goldberg have been asked to
15 start drafting loan documents for RG Steel.
16            Is that a correct interpretation of
17 that email?
18            MR. PERRA:  Objection to form.
19            Are you asking him what it says or
20      are you asking him to interpret what
21      somebody else wrote, because the latter I
22      have trouble with.
23            MR. MENKE:  Well, okay.
24 BY MR. MENKE:
25      Q.    Do you agree that it says --
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1                   I. Rennert
2            Do you see that?
3      A.    Yes.
4      Q.    That's your understanding of the
5 timing of completing the financing transaction?
6      A.    I've always felt that we have to do
7 it as soon as possible, and I assume that this
8 ASAP means as soon as possible.
9      Q.    I believe that that's the standard

10 abbreviation for that.
11            Did you inform Mr. Ryan of that?
12      A.    I don't recall.
13      Q.    Did you participate in a conference
14 call or meeting with Mr. Feinberg on the 10th of
15 January, Tuesday?
16      A.    I don't recall.
17      Q.    Do you recall whether you met with
18 Mr. Wolf of Cerberus on Tuesday?
19      A.    No.
20      Q.    Do you recall whether you were
21 informed in that meeting that Cerberus had
22 decided to go ahead with the RG Steel financing?
23      A.    Yes.
24      Q.    You were told on the 10th that they
25 had decided to go ahead?
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Page 98

1                   I. Rennert
2 BY MR. MENKE:
3      Q.    You didn't talk -- you never had a
4 discussion about assigning loans.
5      A.    I don't recall.
6      Q.    Okay.  How about dividends?
7      A.    Yes.
8      Q.    Did you have discussions about the
9 liquidation support agreement?

10      A.    Yes.
11      Q.    Who did you discuss with at -- who
12 did you tell at Cerberus that it was your belief
13 that equity should be in the form of common
14 stock or membership rights?
15            MR. PERRA:  Object to the form.  That
16      misstates the testimony.
17      A.    I never discussed warrants with
18 anybody at Cerberus.
19      Q.    Did you ever discuss direct equity
20 with anyone at Cerberus?
21      A.    I only spoke about ownership interest
22 and equity.
23      Q.    With whom?
24      A.    With Steve Feinberg and with Dan
25 Wolf.

Page 100

1                   I. Rennert
2 required equity.  I think we found out that I
3 did not want to give up any equity in the
4 company and I asked everybody to go out and try
5 to put together a financing package, and
6 initially they went out and they didn't have any
7 interested investors or financing partners and
8 the marketplace indicated to us that an equity
9 kicker was required to interest an investor or

10 financing partner.
11            And it was an ongoing process, you
12 know, being turned down and seeing what the
13 market was for financing that equity kicker was
14 very important to give them their return, so
15 that that process probably started end of
16 November, beginning of December.  Maybe even
17 earlier.  I'm not sure.
18      Q.    The conversations with Elliott, they
19 provided you a term sheet that provided for 39
20 percent ownership of the company in the form of
21 penny warrants; is that correct?
22      A.    From what the document you previously
23 showed me, that's what was in the document.
24      Q.    Was that the -- your discussions with
25 Elliott had to do with warrants as opposed to

Page 99

1                   I. Rennert
2      Q.    When?
3      A.    It was an ongoing discussion.
4      Q.    Do you recall when the topic was
5 first raised?
6      A.    Repeat that, please?
7      Q.    Do you recall when the topic was
8 first discussed with Cerberus in the form of
9 Mr. Feinberg or Mr. Wolf?

10            MR. PERRA:  Objection to the form.
11      A.    My recollection is that after
12 Cerberus turned down the initial financing
13 proposal and it looked like Elliott was not
14 going to get to a resolution of a financing in
15 due course, in time, I was out of town, I called
16 my son Ari and I told him to call Dan Wolf on
17 the phone and tell Dan to tell Steve Feinberg
18 that I'm prepared to give him 49 percent equity
19 in the company if we would come into the
20 financing.  That was I think probably around the
21 end of December.
22      Q.    That was the first time equity was
23 discussed to your knowledge?
24            MR. PERRA:  Objection to the form.
25      A.    No.  I think, I think Elliott

Page 101

1                   I. Rennert
2 equity in the form of stock ownership?
3      A.    I never --
4            MR. PERRA:  Objection to the form.
5            Go ahead.
6      A.    I never had any discussion with
7 Elliott.
8      Q.    Do you have any idea who Mr. Wolf was
9 referring to when he talks about, "We have

10 always discussed warrants," "That was always the
11 discussion"?  Do you know who that discuss -- do
12 you have any idea who that discussion was with?
13      A.    No.
14      Q.    Was there a reason that you wanted it
15 to be in the form of stock equity rather than
16 warrants?
17            MR. PERRA:  Objection to the form.
18      Asked and answered.
19            You may answer.
20      A.    I didn't care if it was warrants or
21 common equity.  I just wanted to get the
22 financing done.  I never focused on it and I
23 just told Steve Feinberg that he could have 49
24 percent of the company, equity of the company.
25      Q.    Did you, do you know -- did you ever
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1                   I. Rennert
2 instruct -- well, strike that.
3            Following the receipt of this email,
4 did anyone at Renco have conversations with
5 Mr. Wolf about these items --
6            MR. PERRA:  Objection to form.
7 BY MR. MENKE:
8      Q.    -- listed in the email?
9            MR. PERRA:  Objection to form.

10      Compound.
11      A.    I don't know.
12      Q.    Do you recall going through a list of
13 items like this in conversations with Mr. Wolf?
14      A.    No.
15            Do you mind if I take a sucking
16 lozenge.
17      Q.    Oh, no, not at all.  Please.
18            Do you need a break or...
19      A.    No, no, no.  I'm fine.  It's just I
20 find my...
21      Q.    It's a long process, this deposition.
22 I apologize.
23      A.    That's okay.  You're handling it very
24 nicely.  As I said, they should give you a
25 raise.

Page 104

1                   I. Rennert
2      Q.    Do you recall what time of day?
3      A.    I think it was the morning sometime,
4 late morning.
5      Q.    Who participated in that phone call?
6      A.    My son Ari and myself, plus Dana Cann
7 and I don't know if anybody else was on that
8 call.
9      Q.    Could you describe that call to the

10 best of your recollection?
11      A.    Well, the purpose of the call was to
12 respond -- Ari told me that John Grimaldi had
13 told him that he had spoken with Dana that
14 morning and that Dana had some questions as to
15 the status of financing transactions.  And the
16 purpose of the call was to update Dana on how we
17 saw things.
18            So we returned -- Ari and I returned
19 the call together and Dana reiterated that he
20 would like to know what the status of our
21 financing arrangements were at that time.
22            And we told him that as of that point
23 in time we did not have a financing transaction
24 and that Dana said that he plans to terminate
25 the plan.

Page 103

1                   I. Rennert
2      Q.    I agree.
3            Did there come a time when
4 Mr. Grimaldi came to you and told you that he'd
5 had a phone conversation with Dana Cann of the
6 Pension Benefit Guaranty Corporation?
7      A.    No.
8      Q.    And did there ever come a time when
9 Mr. Grimaldi told you he'd had such a

10 conversation and that Mr. Cann had informed him
11 that the PBGC was prepared to terminate the RG
12 Steel pension plans?
13      A.    No.
14      Q.    Did you ever have a call with Dana
15 Cann to discuss that with him on or about
16 Friday, January 13th?
17      A.    Yes.
18      Q.    Did your son Ari tell you that he
19 understood that Dana Cann had called and said
20 that PBGC was terminating the plans?
21      A.    Yes.
22      Q.    Do you recall what time of day the
23 phone conversation with Mr. Cann was?
24      A.    It was that Friday the 13th you're
25 referring to.

Page 105

1                   I. Rennert
2            And I told Dana that there was
3 tremendous fragility in the existence of the
4 company and that we're in danger of the company
5 being shut down, and that was I believe -- oh,
6 Dana also mentioned that -- he reiterated he was
7 going to terminate and said that he would send a
8 standstill agreement, which Ari and I were not
9 sure what it meant to us.

10            And we said, "Send it and we'll look
11 at it and see what our response will be."
12            I believe that's the substance of the
13 conversation.
14      Q.    You said as of that point in time,
15 which was Friday the 13th, there was no
16 financing transaction?
17      A.    I said, I believe my words were that
18 Ari spoke to him and said, "At that point in
19 time we do not have a financing transaction."
20      Q.    Did Ari mention the Cadwalader and
21 Schulte lawyers had been working day and night
22 to document the transaction?
23            MR. PERRA:  Objection to form.
24      A.    I don't recall that.
25      Q.    Do you recall any discussion of
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Page 106

1                   I. Rennert
2 Elliott in the conversation?
3      A.    No.
4      Q.    Do you recall Ari telling Mr. Cann
5 that no deal that was currently being discussed
6 had equity on the table?
7      A.    Ari never said that.
8      Q.    You recall Ari did not say that?
9      A.    I recall Ari never saying that.

10      Q.    Never saying that.  Okay.
11            Why did you tell Dana about the
12 fragility of the company?
13      A.    I felt it incumbent upon me to tell
14 him what the situation was.  Short term I was
15 personally very frustrated in not being able to
16 effectuate a financing package that would keep
17 the company alive, and that there were thousands
18 of jobs at stake and I was very, very concerned
19 that we would jeopardize our relationship with
20 our customers and our suppliers, as well as our
21 employees, and that I wanted him to be aware of
22 it.
23      Q.    Were you concerned that terminating
24 the pension plans would damage the company?
25      A.    Yes.

Page 108

1                   I. Rennert
2      A.    "Send it to -- draft it up and send
3 it to us, and we'll take a good look at it."
4      Q.    Okay.  Did he do that?
5      A.    I believe he did.
6      Q.    Did you take a look at it?
7      A.    No.
8      Q.    What did you do with it when it
9 arrived?

10            MR. PERRA:  Objection to form.
11      A.    When it arrived, I had left the
12 office.  I'm a Sabbath observer so that I
13 left -- in the wintertime Sabbath starts very
14 early and I believe I left the office before it
15 came in, and so I had not seen it and I don't
16 think I ever saw it after that.
17      Q.    You said in this phone conversation
18 your son Ari said, "As of that point in time we
19 do not have a financing transaction"?
20      A.    Yes.
21      Q.    What did that mean?
22            MR. PERRA:  Objection to form.
23      A.    To me it meant, and I agreed with my
24 son, that we didn't have full agreement on all
25 the issues.  We did not have a signed document.

Page 107

1                   I. Rennert
2      Q.    Were you concerned that terminating
3 the pension plans would have an impact on the
4 potential financing?
5      A.    Yes.
6      Q.    Did you discuss with Cerberus the
7 fact that conversations between PBGC and Renco
8 were ongoing?
9            MR. PERRA:  Objection to form.

10      A.    No.
11      Q.    Did you tell Steve Feinberg that?
12      A.    No.
13      Q.    Did you tell Cerberus that PBGC had
14 informed you that it was intending to terminate
15 the pension plans?
16      A.    No.
17      Q.    You said that Dana mentioned -- I'm
18 sorry.
19            You said that Dana mentioned a, Dana
20 Cann mentioned a standstill agreement?
21      A.    Yes.
22      Q.    Did you say anything about that --
23      A.    Yes.
24      Q.    -- to him?
25            What did you say?

Page 109

1                   I. Rennert
2 We did not have a document that was ready for
3 signature.
4            And in my personal perspective, you
5 don't have a transaction that's successful until
6 you have all of that, a signed document by all
7 parties, plus the money passing hands.
8      Q.    So that statement, in your view, that
9 there's no financing transaction would be true

10 right up until -- until after the closing?
11            MR. PERRA:  Objection to form.
12      A.    Because of the very serious and
13 intensive negotiations and counter negotiations
14 we had in this particular transaction, I was --
15 and getting redrafts of things that were
16 different from what we had verbally agreed to, I
17 was very concerned, until I saw a draft of a
18 document that was in position to be signed, felt
19 that we really did not have anything.
20      Q.    Did you tell PBGC or did Ari tell
21 PBGC that documents were being drafted but they
22 just hadn't been agreed to?
23      A.    I don't know.
24            Well, I didn't.  I don't know if Ari
25 did or did not.
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Page 110

1                   I. Rennert
2      Q.    Did there actually come a time when
3 negotiations between you and Cerberus broke
4 down?
5      A.    Yes.
6      Q.    When was that?
7      A.    That Friday.
8      Q.    Before or after your phone call with
9 PBGC?

10      A.    It was really before.
11      Q.    Can you explain what you mean by
12 "really before"?
13      A.    This is an ongoing negotiating
14 process and we got word back that morning that
15 there were significant open issues, serious
16 differences on major points, that it looked like
17 Cerberus was not going to agree to some of the
18 terms and conditions that we felt were agreed
19 to.
20            Subsequent to that, sometime in the
21 afternoon after I tried to revitalize things by
22 speaking to Steve Feinberg, and the call was not
23 successful and Steve Feinberg hung the phone up
24 on me.  And then I got word that he had
25 instructed his attorneys to stop doing any work

Page 112

1                   I. Rennert
2      Q.    Sure.  Let me know when you're
3 finished reviewing that, sir.  I apologize.
4            (Document review.)
5      A.    I'm finished looking at it.
6      Q.    I apologize again.
7      A.    That's okay.
8      Q.    I guess I'd like to direct your
9 attention to the first email in this chain which

10 is from Alex Benjamin, who we understand to be a
11 lawyer for Cerberus, to a variety of internal
12 Cerberus folks.
13            And I assume that you -- well, I'll
14 ask you.
15            Have you seen these emails before?
16      A.    No.
17      Q.    You see that the email, the heading
18 of which is on page 1 but the text of the email
19 is on the second page of this exhibit, talks
20 about a -- starts, "Steve just spoke to Ira with
21 Dan and me."
22            Is that a reference to the phone call
23 with you, between you and Mr. Feinberg in the
24 afternoon of, early afternoon of Friday the
25 13th, January 13th, that you just referred to in

Page 111

1                   I. Rennert
2 on the transaction.
3      Q.    You said in the morning you got word
4 back that there was not agreement on certain
5 points?
6      A.    Yes.
7      Q.    From whom did you get that word?
8      A.    I believe I got some from Ari and
9 perhaps some from Mike Ryan or John Binko.

10      Q.    Were they having the actual
11 discussions with the Cerberus representatives at
12 that time?
13      A.    I believe so.
14            (Defendants' Exhibit Ira 18, Email
15      chain beginning with email dated 1/13/12
16      from Wolf to Mayer, Bates stamped
17      SRZ0004470 through 4471, marked for
18      identification, as of this date.)
19 BY MR. MENKE:
20      Q.    I'm going to show you a document I've
21 marked as Ira Exhibit 18.  I ask you to review
22 that.
23            (Document review.)
24      Q.    And I guess my first --
25      A.    Can I continue looking at it?

Page 113

1                   I. Rennert
2 your testimony?
3            MR. PERRA:  Objection to form.
4      A.    I believe that the phone call I'm
5 referring to I was on alone with Steve.
6            Now maybe Dan and -- Dan Wolf and
7 Alex Benjamin were on the call, but I wasn't
8 aware of it if they were.
9      Q.    Okay.  I'd ask you to read this email

10 if you haven't already done so, and tell me if
11 the email accurately summarizes your
12 recollection of that phone call.
13            MR. PERRA:  Objection to form.
14      A.    It doesn't.
15      Q.    Okay.  What do you recall -- what is
16 your recollections of that phone call?
17      A.    My recollections of the phone call
18 was the difficulty that I was having as to the
19 nature of the capital call, the testing metrics
20 to trigger a capital call, the cure metric in
21 the call and the timing of this whole process,
22 as well as the nature of a liquidating
23 guarantee.  That's my general recollection of
24 that call with Steve.
25      Q.    Okay.  Did you have more than one
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From Weger Matthew

To Stuart Freedmansrz.com Neil Rifkindsrz.com

CC Ryan Mike Atkins Lisa

Sent 1/13/2012 32522 AM

Subject Comments to Equityholders Agreement and Warrant

Attachments 251 00530_2_Equityholders Agreement DOC DOC
251 00597_1 _WS_BinaryComparison_251 00530v1 _USActive_ Equityholders

Agreement DOC-251 0O530v2_USActi_ Equityholders Agreement DOC DOC Comments to

Warrant pdf

Mr Freedman and Mr Rifkind

Attached please find our comments to the Equityholders Agreement and to the Warrant Please note that although it is not

reflected in our comments to the Equityholders Agreement we take the position that Cerberus should be receiving equity rather

than warrants Please let us know if you have any questions or comments

Best

Matt

Matthew Weger
Law Clerk

Cadwalader Wickersham Taft LLP

One World Financial Center

New York NY 10281

Tel 212.504.6014

Fax 212.504.6666

Matthew.Weciercwt.com

www.cadwalader.com

FOIA Confidential Treatment Requested By The Renco Group Inc RENC00009258
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From Miller David

To Rosell Kurt

CC Boehm Shiomo

Sent 1/15/2012 21440 PM

Subject Re Were you going to send your comments on the LLC agreement Thanks

think we will want to make clear that Cerberus has 24.95% of the capital accounts initially Thats the substance of your email but well want to be

explicit about that relevant to control group analysis

David Miller

Cadwalader Wickersharn Taft LLP

One World Financial Center

New York NY 10281

Tel 212.504.6318

Fax 212.504.6666

david millercwt corn

www.cadwalader.com

On Jan 15 2012 at 842 AIVI Rosell Kurt Kurt.Rosellsrz.com wrote

just tried to send you message and am not sure it went through Anyway managed to leave my office on Friday with your imrk-up of the Credit Agreement but without my mark-up of

the LLC Agreement and am now up at our vacation house so getting comments is going to be problem

As for the Credit Agreement the changes all seem fine except that dont see why we need to keep clause on 54 Arent tax paynnts to Reio now covered in the preceding clause

hi the LLC Agreement as we discussed on Friday we should be able to make that simple docunnt We can eliminate capital accouils ii make all distributions and allocations

except tax allocations required by Sec 704c etc according to percentage interests and iii set the initial percentage interests at 24.95%/Cerberus and 75.05%/Renco We could

provide for an adjustment in those percentages to 49.9%/Cerberus or admission of new Cerberus-affiliated member with an additional 24.95% interest and 50.1% Renco if the

contingent warrants become exercisable We would also want to prohibit distributions for 90 days until the percentage interests of the members is resolved

Given the timing it would make sense to agree to arrive at more elegant iteration of the LLC agreement when time permits

hope this helps if you need to reach me have access to e-mail and my cell is 917 796 5657 though service up here is spotty

Best

Kurt

Original Message
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Front Miller David David.Millerccwt.comI

Sent Sat 1/14/2012 602 AM
To Rosell Kurt

Subject Were you going to seixi your comntnts on the LLC agreement Thanks

David Miller

Cadwalader Wickersham Taft LLP

One World Financial Center

New York NY 10281

Tel 212.504.6318

Fax 212.504.6666

davidjnillerZicwt.com

www.cadwalader.com Mv //www.cadwalader.conY

U.S Treasury Circular 230 Notice Any U.S federal tax advice included in this

communication was not intended or written to be used and cannot be used for the

purpose of avoiding U.S federal tax penalties

NOTICE

This email message is intended only for the named recipients above It may
contain confidential information that is privileged or that constitutes attorney
work product It you are not the intended recipient you are hereby notified that

any dissemination distribution or copying of this e-mail and any attachments is

strictly prohibited If you have received this e-mail in error please immediately
notify the sender by replying to this email and delete the message and any
attachments from your system Thank you
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UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OF NEW YORK 

 
------------------------------------------------------------ x  

PENSION BENEFIT GUARANTY 

CORPORATION,                

               

                                                   Plaintiff, 

  

               - against - 

 

THE RENCO GROUP, INC., et al., 

 

 

                                                   Defendants.  

: 
: 
: 
: 
: 
: 
: 
: 
: 
: 
: 
: 
: 

 

13 Civ. 621 (RJS) 

 

ECF Case 

 

 

------------------------------------------------------------ x  

 

THE PENSION BENEFIT GUARANTY CORPORATION’S  

LOCAL RULE 56.1 STATEMENT OF MATERIAL FACTS  

ON MOTION FOR SUMMARY JUDGMENT 

 

1. The Pension Benefit Guaranty Corporation (“PBGC”) is a wholly owned United 

States government corporation established to administer and enforce the pension insurance 

program created under Title IV of the Employee Retirement Income Security Act of 1974, as 

amended (“ERISA”).  29 U.S.C. § 1302(a) (2012).   

2. The Renco Group, Inc. (“Renco”) is a private holding company founded in 1975, 

organized under the laws of New York, with its principal place of business located in New York, 

New York.  The Renco Group, Inc.’s Answer to the First Amended Complaint (hereinafter 

“Answer”) ¶ 5, attached as Exhibit 1 to the Declaration of John A. Menke in Support of the 

Pension Benefit Guaranty Corporation’s Motion for Summary Judgment (hereinafter “Menke 

Decl.”).   
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3. Renco and its subsidiaries and operating companies employ approximately 14,000 

people and currently generate revenues of about $3.5 billion annually.  The Renco Group, Inc.’s 

Responses to the Pension Benefit Guaranty Corporation’s Request for Admissions (hereinafter 

“Renco RTA Response”) ¶ 1, attached as Menke Decl. Ex. 2.  

4. Each of Defendants Blue Turtles, Inc.; Unarco Material Handling, Inc.; Inteva 

Products LLC; The Doe Run Resources Corporation; and US Magnesium LLC are subsidiaries 

of Renco.   Each of Defendants Ilshar Capital LLC; Blue Turtles, Inc.; Unarco Material 

Handling, Inc.; Inteva Products LLC; The Doe Run Resources Corporation; and US Magnesium 

LLC (together with Renco, “Defendants”) are members of Renco’s controlled group as defined in 

Title IV of ERISA.  First Amended Compl., Ex. B at 2; Menke Decl. Ex. 1, Answer ¶ 5. 

5. Between December 1, 2011, and January 16, 2012, Renco indirectly held a 100% 

ownership interest in each of RG Steel, LLC (“RG Steel”) and its subsidiaries RG Steel 

Wheeling, LLC and RG Steel Warren, LLC.  Menke Decl. Ex. 2, Renco RTA Response ¶¶ 4-6. 

6. Between January 1, 2012, and August 31, 2012, RG Steel Warren, LLC was the 

contributing sponsor of the RG Steel Warren, LLC Hourly Employees Pension Plan (the “Warren 

Pension Plan”).  Menke Decl. Ex. 2, Renco RTA Response ¶ 8.  See Menke Decl. Ex. 1, Answer 

¶ 13. 

7. Between January 1, 2012, and August 31, 2012, RG Steel Wheeling, LLC was the 

contributing sponsor of the RG Steel Wheeling, LLC Pension Plan (the “Wheeling Pension 

Plan,” and together with the Warren Pension Plan, the “Pension Plans”).  Menke Decl. Ex. 2, 

Renco RTA Response ¶ 9; see also Menke Decl. Ex. 1, Answer ¶ 13. 
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8. Each of the Pension Plans is covered by Title IV of ERISA.  Menke Decl. Ex. 2, 

Renco RTA Response ¶ 10. 

9. On or around March 1, 2011, RG Steel entered into a stock purchase agreement 

with Severstal US Holdings II, LLC, Severstal US Holdings, LLC, and Severstal Sparrows Point, 

LLC (collectively, “Severstal”) to purchase all of the membership interests of the steel mill 

company Severstal Sparrows Point, LLC.  At that time, Severstal Sparrows Point, LLC owned all 

of the outstanding membership interests of the steel mill companies Severstal Warren, LLC and 

Severstal Wheeling, LLC.  Menke Decl. Ex. 2, Renco RTA Response ¶¶ 11-12.  

10. As a result of the Renco-Severstal transaction, RG Steel assumed responsibility 

for the Pension Plans.  See First Amended Compl., Ex. A; see also Menke Decl. Ex. 2, Renco 

RTA Response ¶¶ 8-9.    

11. In March 2011, PBGC contacted Renco to obtain additional information about the 

transaction with Severstal and its effect on the Pension Plans.  Menke Decl. Ex. 2, Renco RTA 

Response ¶¶ 17-18.   

12. On March 24, 2011, Roger Fay of Renco sent a letter to Ajit Gadre of PBGC.  

Among other things, Renco’s letter assured PBGC that it faced no additional risk in the Renco-

Severstal transaction, discussed the advantages of the transaction, noted that the Pension Plans 

were safely in Renco’s controlled group, stated that Renco had significant financial resources, 

and touted Renco’s long-standing and good working relationship with PBGC.  First Amended 

Compl., Ex. A; Menke Decl. Ex. 2, Renco RTA Response ¶ 19.   
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13. PBGC concluded that the Renco-Severstal transaction did not unreasonably 

increase PBGC’s risk of loss.  Deposition of Christopher Gran (hereinafter “Gran Dep.”) at 43-

46, attached as Menke Decl. Ex. 3. 

14. Less than one year after Renco formed RG Steel, RG Steel encountered financial 

difficulties.  Menke Decl. Ex. 2, Renco RTA Response ¶¶ 20-22.  

15. Between July 5, 2011, and December 15, 2011, Renco loaned RG Steel 

approximately $109.8 million.  Menke Decl. Ex. 2, Renco RTA Response ¶ 21.   

16. In late 2011, Renco, RG Steel, and their representatives contacted at least twenty 

potential investors to discuss financing RG Steel.  Renco initially solicited a $200 million 

secured loan for RG Steel, a transaction that would not include the transfer of any RG Steel 

equity.  Menke Decl. Ex. 2, Renco RTA Response ¶ 23; RENGRP0002163, attached as Menke 

Decl. Ex. 4. 

17. In or around November 2011, RG Steel contacted Cerberus Capital Partners, L.P. 

(“Cerberus”) about the proposed transaction.  Menke Decl. Ex. 2, Renco RTA Response ¶ 24.   

18. After Cerberus reviewed the proposed RG Steel transaction, Cerberus decided not 

to pursue any transaction with RG Steel, even a transaction that included warrants giving 

Cerberus the right to buy a significant portion of RG Steel’s equity.  CRG-PBGC0007478, 

attached as Menke Decl. Ex. 5; Menke Decl. Ex. 2, Renco RTA Response ¶ 25. 

19. On December 16, 2011, Renco filed an Advance Notice of Reportable Events 

with PBGC (the “Notice”).  The Notice announced that RG Steel was seeking additional 

financing from investors, and that any transaction could result in Renco and the other Defendants 

leaving RG Steel’s controlled group.  The Notice identified John Grimaldi of Renco as a contact 
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person for the Pension Plans.  First Amended Compl., Ex. B; Menke Decl. Ex. 1, Answer ¶ 24; 

Menke Decl. Ex. 2, Renco RTA Response ¶¶ 26-27.  

20. On or around December 20, 2011, PBGC sent John Grimaldi of Renco an email 

requesting thirteen categories of information necessary for PBGC to evaluate the proposed 

transaction described in the Notice.  Menke Decl. Ex. 2, Renco RTA Response ¶ 28; PBGC-

000041242, attached as Menke Decl. Ex. 6.   

21. On or around December 21, 2011, Cerberus informed Renco that Cerberus was 

declining to enter into a financing transaction with RG Steel.  Menke Decl. Ex. 2, Renco RTA 

Response ¶ 25.   

22. In late December 2011 and early January 2012, RG Steel prepared for a 

bankruptcy filing.  Menke Decl. Ex. 2, Renco RTA Response ¶ 29. 

23. Between late December 2011 and early January 2012, Ira Rennert, the Chairman 

of Renco, contacted Steven Feinberg, the Chief Executive Officer of Cerberus, to propose a 

revised transaction.  Renco proposed that Cerberus loan $125 million to RG Steel in exchange 

for 50% of RG Steel’s equity.  Menke Decl. Ex. 2, Renco RTA Response ¶ 30; CRG-

PBGC0020045, attached as Menke Decl. Ex. 7. 

24. On January 4, 2012, Cerberus and Renco met to discuss the proposed transaction. 

Thereafter, Cerberus resumed its diligence of RG Steel on an expedited basis.  Menke Decl. Ex. 

2, Renco RTA Response ¶¶ 34, 37, 38.  

25. In early January 2012, Renco also discussed a potential RG Steel financing 

transaction with Elliott Capital Management (“Elliott”).  On January 4, 2012, Elliott issued a term 

sheet to Renco, which proposed a loan of $125 million to RG Steel in exchange for certain security 
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interests and warrants for Elliott to purchase 39% of RG Steel’s equity.  Menke Decl. Ex. 2, Renco 

RTA Response ¶¶ 32-33; RENGRP0000991, attached as Menke Decl. Ex. 8; Deposition of Ari 

Rennert (hereinafter “A. Rennert Dep.”) at 82-85, attached as Menke Decl. Ex. 9. 

26. Also on January 4, 2012, representatives of PBGC and Renco held a conference 

call to discuss the status of the potential RG Steel financing transaction.  Menke Decl. Ex. 2, 

Renco RTA Response ¶ 31.   

27. During the January 4, 2012 conference call between PBGC and Renco, Renco said 

it was negotiating with two potential investors, but did not name those investors.  Renco also said 

that a transaction could be struck during the week ending January 13, 2012, with the financial 

close to occur the following week or two.  PBGC-000051768, attached as Menke Decl. Ex. 10; 

Deposition of Dana Cann (hereinafter “Cann Dep.”) at 130-33, attached as Menke Decl. Ex. 11; 

see also Menke Decl. Ex. 9, A. Rennert Dep. at 63-65. 

28. During this conference call, PBGC told Renco its concerns about the impact of 

any transaction on the Pension Plans, and in particular that the transaction exposed PBGC to a 

significantly increased risk of loss if the Pension Plans exited the Renco controlled group.  

Menke Decl. Ex. 10 at PBGC000051769; Menke Decl. Ex. 11, Cann Dep. at 132-34.     

29. On January 5, 2012, Dana Cann of PBGC sent an email to John Grimaldi of 

Renco.  In the email, Mr. Cann reiterated PBGC’s concern about “the potential that RG Steel will 

leave the Renco controlled group as part of the financing transaction.”  Mr. Cann also stated that 

a guarantee from Renco of the Pension Plans’ liabilities could mitigate PBGC’s concerns.  Mr. 

Cann concluded by requesting additional information, including RG Steel’s financial projections. 
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Menke Decl. Ex. 2, Renco RTA Response ¶¶ 36, 39; PBGC000037305 at PBGC000037306-07, 

attached as Menke Decl. Ex. 12.   

30. On January 6, 2012, Dana Cann of PBGC again emailed John Grimaldi to request 

an update on the timing of the potential transaction.  Mr. Grimaldi responded that there was 

nothing new to report since the conference call on January 4, 2012, and that negotiations were 

continuing.  Menke Decl. Ex. 2, Renco RTA Response ¶ 39; Menke Decl. Ex. 12 at 

PBGC000037305. 

31. On the afternoon of January 6, 2012, Mr. Cann sent Renco a letter that discussed 

PBGC’s concerns about the proposed transaction and restated PBGC’s desire that Renco 

guarantee the pension liabilities.  That letter noted that the Pension Plans were underfunded by 

about $70 million.  Menke Decl. Ex. 2, Renco RTA Response ¶¶ 39-40; Menke Decl. Ex. 12 at 

PBGC000037308.  

32. PBGC also issued an administrative subpoena to Renco on the afternoon of 

January 6, 2012, requesting additional information about the potential transaction and its impact 

on the Pension Plans.  Menke Decl. Ex. 2, Renco RTA Response ¶¶ 39-40; Menke Decl. Ex. 12 

at PBGC000037309-15.     

33. From the time PBGC received the Notice, PBGC’s case team was concerned 

about the impact of any transaction on the Pension Plans.  These concerns only increased as the 

case team collected additional documents and information from Renco, and learned of RG 

Steel’s dire financial condition and the risks that separating the RG Steel Pension Plans from the 

Renco controlled group meant for PBGC’s bottom line.  See Menke Decl. Ex. 2, Renco RTA 
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Response ¶¶ 39-40; Menke Decl. Ex. 12 at PBGC000037305, PBGC000037307-08; Menke 

Decl. Ex. 11, Cann Dep. at 125-27. 

34. On or around January 6, 2012, the PBGC case team began preparing the 

recommendation that PBGC initiate termination of the Pension Plans before any transaction 

could occur, thereby protecting against PBGC’s risk of long-run loss.  Menke Decl. Ex. 11, Cann 

Dep. at 157-61.   

35. On January 6, 2012, the PBGC case team notified PBGC’s public affairs 

department about the potential termination – allowing time for the public affairs department to 

arrange for publishing notice of PBGC’s decision.  PBGC000050953, attached as Menke Decl. 

Ex. 13.   

36. Over the weekend of January 7 and 8, 2012, the case team drafted the 

memorandum recommending that PBGC initiate termination of the Pension Plans under 29 

U.S.C. § 1342.  Menke Decl. Ex. 11, Cann Dep. at 157-59.   

37. On January 9 and 10, 2012, the case team’s recommendation underwent review.  

Given the uncertainty surrounding the timing of the transaction close, around this time, the case 

team obtained approval to bypass the TWG using the exigency procedures.  See Menke Decl. Ex. 

11, Cann Dep. at 93, 237-38. 

38. On the morning of January 9, 2012, Mr. Cann again contacted Ari Rennert, 

Renco’s President, for an update about the “latest on a buyer and closing.”  Mr. Cann’s email 

noted that a presentation that Renco had sent PBGC on January 6, 2012, mentioned a potential 

transaction closing date of January 10, 2012, with a notation that such date was a “placeholder.”  
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Menke Decl. Ex. 2, Renco RTA Response ¶¶ 42-43; PBGC000038836, attached as Menke Decl. 

Ex. 14. 

39. That same morning of January 9, 2012, Ari Rennert responded to Mr. Cann’s 

email: 

Nothing is imminent . . . .  One of the two parties is scheduled to go 

down to meet with the management team for further diligence 

Wednesday or Thursday this week.  They have indicated to us that 

they need approximately two more weeks to complete their diligence 

process.  The other party who is further along from a diligence 

perspective has not sent us documentation and has not indicated when 

we should receive it.  I thought we received a term sheet from this 

group but we in fact have not.  Considering the discussions with this 

group last week the status of this transaction is unclear.  Rest assured 

we will work with you and keep you apprised as soon as we learn 

anything.   

 

Menke Decl. Ex. 14 at PBGC000038836; see Menke Decl. Ex. 2, Renco RTA Response ¶¶ 41-

42. 

40.  Later that morning, representatives of PBGC had a conference call with Renco 

and its advisors.  During the call, Renco relayed the same message about the status of the 

potential transaction.  PBGC reiterated its concerns about any transaction, and again asked Renco 

to consider the guarantee that would mitigate those concerns. Menke Decl. Ex. 3, Gran Dep. 215-

22; PBGC-000051458, attached as Menke Decl. Ex. 15.  

41. On January 9, 2012, each of Renco and Cerberus instructed their respective legal 

counsel to begin working around the clock to prepare documentation so that the transaction could 

close as soon as possible.  Menke Decl. Ex. 2, Renco RTA Response ¶¶ 44-45, 47-50; CWT 

000329, attached as Menke Decl. Ex. 16; Deposition of Michael Ryan (hereinafter “Ryan Dep.”) 
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at 43-44, 91-93, attached as Menke Decl. Ex. 17; Deposition of Alexander D. Benjamin 

(hereinafter “Benjamin Dep.”) at 54-55, 68-70, attached as Menke Decl. Ex. 18.   

42. On January 10, 2012, Renco and Cerberus reached an agreement in principal on 

the significant terms of the financing transaction with RG Steel.  Menke Decl. Ex. 17, Ryan Dep. 

at 85; see also Menke Decl. Ex. 18, Benjamin Deposition at 34-35. 

43. That morning, Daniel Wolf of Cerberus prepared a term sheet reflecting the major 

terms of agreement between Cerberus and Renco.  These terms included that Cerberus would 

loan $125 million to RG Steel in exchange for, inter alia, a second lien on all of RG Steel’s 

assets and “penny” warrants for 49% of Renco’s equity interest in RG Steel.  Renco agreed to 

subordinate a $100 million loan it had already made to RG Steel to the new loan from Cerberus, 

to provide security and guarantees for $62.5 million of the loan, and either to directly provide 

$60 million of additional liquidity to RG Steel, or to provide security for an additional loan of 

$60 million from Cerberus to RG Steel.  Deposition of Daniel Wolf (hereinafter “Wolf Dep.”) at 

49-57, attached as Menke Decl. Ex. 19; PBGC-000021101, attached as Menke Decl. Ex. 20; see 

also Menke Decl. Ex. 2, Renco RTA Response ¶¶ 90-95.   

44. On January 10, 2012, Roger Fay of Renco contacted Wells Fargo, the co-agent for 

RG Steel’s senior lending group.  Renco informed Wells Fargo that it had reached a deal with 

Cerberus, provided a detailed list of items that would be required from the first lien bank lenders 

in order to accommodate the Cerberus transaction, and requested that “Lender[] approval be 

obtained immediately.”  RENGRP0012685, attached as Menke Decl. Ex. 21.   

45. On January 11, 2012, RG Steel’s restructuring advisor Conway Mackenzie asked 

Renco whether there would be an announcement of the contemplated Cerberus transaction, and 
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indicated that RG Steel could not “string” Elliott along any further without “incurring damage.”  

In response, James Reitzig of Renco told Conway Mackenzie that he had notified Elliott that it 

“should not spend significant time or money on this opportunity.”  Menke Decl. Ex. 2, Renco 

RTA Response ¶ 58; RENGRP0005676, attached as Menke Decl. Ex. 22. 

46. After reaching the agreement in principle, Cerberus’s counsel at Schulte Roth & 

Zabel LLP prepared transaction documents consistent with Cerberus’s receipt of two tranches of 

warrants, each for 24.5% of the RG Steel equity.  After reviewing and editing the transaction 

documents, Michael Ryan, Renco’s lead counsel at Cadwalader, Wickersham & Taft LLP, 

responded that Cerberus must receive 24.5% in membership units and 24.5% in warrants.  At the 

time of the Transaction, Ira Rennert, Renco’s Chairman, considered Mr. Ryan to be Renco’s 

“outside general counsel.”  Menke Decl. Ex. 17, Ryan Dep. at 100-07; Deposition of Ira Rennert 

(hereinafter “I. Rennert Dep.”) at 66, attached as Menke Decl. Ex. 32; see Menke Decl. Ex. 2, 

Renco RTA Response ¶¶ 61, 64.  

47. Mr. Ryan explained that he viewed these warrants as being direct equity because 

the warrants participated in distributions and carried consent rights.  He further explained that 

Cerberus’s receipt of warrants for 49% of RG Steel would not break the controlled group, and 

that he wanted to avoid any argument that Renco remained in RG Steel’s controlled group.  

Menke Decl. Ex. 17, Ryan Dep. at 101-07. 

48. Despite Renco’s insistence, Cerberus resisted accepting any direct equity in RG 

Steel.  On January 12, 2012, Daniel Wolf of Cerberus protested that “[w]e have always discussed 

warrants.  We are a lender and should [not] be forced to hold direct equity.  That was always the 
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discussion.”  RENGRP0013513, attached as Menke Decl. Ex. 23; Menke Decl. Ex. 19, Wolf 

Dep. at 80-83; see Menke Decl. Ex. 2, Renco RTA Response ¶¶ 62-64.   

49. This dispute about equity and warrants continued to be actively discussed as of the 

morning of January 13.   Menke Decl. Ex. 17, Ryan Dep. at 123-25; see Menke Decl. Ex. 18, 

Benjamin Dep. at 58-61.  

50. PBGC knew nothing of these developments, and Renco made no effort to contact 

PBGC or to engage in negotiations over the terms of the guarantee that PBGC had proposed.  

PBGC continued on its dual track of seeking a settlement with Renco and preparing to terminate 

the Pension Plans in the event Renco refused to continue to back the Pension Plans.  See Menke 

Decl. Ex. 11, Cann Dep. at 161, 180-81; Deposition of Michael Rae (hereinafter “Rae Dep.”) at 

91-92, attached as Menke Decl. Ex. 24.   

51. Between January 11 and 13, the PBGC case team circulated its termination 

recommendation (and accompanying exigency memos) for the necessary review and approval.  

Menke Decl. Ex. 11, Cann Dep. at 237-41; PBGC-000055731, attached as Menke Decl. Ex. 25; 

PBGC-000056324, attached as Menke Decl. Ex. 26; PBGC-000056294, attached as Menke Decl. 

Ex. 27; PBGC-000055728, attached as Menke Decl. Ex. 28. 

52. On the morning of January 13, 2012, PBGC’s Director signed the Termination 

and Trusteeship Decision Record (“TDR”) and his decision to “Approve [the] Request to 

Terminate” the Pension Plans.  Menke Decl. Ex. 11, Cann Dep. at 237-41; Menke Decl. Ex. 27 at 

PBGC-000056298, PBGC-000055982;  Menke Decl. Ex. 28 at PBGC-000055730. 

53. After PBGC’s Director signed the TDR, the only remaining steps to initiate 

termination of the Pension Plans were for PBGC’s Director to sign the Notices of Determination 
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(“NODs”), and for PBGC to issue the NODs to the plan administrators and notify the plan 

participants and beneficiaries of the termination.  Menke Decl. Ex. 11, Cann Dep. at 103-05.      

54. On the morning of January 13, 2012, after PBGC’s Director approved termination 

of the Pension Plans, PBGC’s senior financial analyst Dana Cann called Renco in a final attempt 

to see if Renco would address PBGC’s concerns and obviate PBGC’s need to terminate the 

Pension Plans.  Deposition of John Grimaldi (hereinafter “Grimaldi Dep.”) at 51-54, attached as 

Menke Decl. Ex. 29; RENGRP0022124, attached as Menke Decl. Ex. 30; Menke Decl. Ex. 11, 

Cann Dep. at 183-85; PBGC-000051415, attached as Menke Decl. Ex. 31.  

55. Mr. Cann first spoke with John Grimaldi, a Vice President at Renco.  Mr. Cann 

informed Mr. Grimaldi that PBGC was moving to terminate the Pension Plans before any RG 

Steel transaction breaking the Renco controlled group could occur.  Menke Decl. Ex. 29, 

Grimaldi Dep. at 51-54; Menke Decl. Ex. 30 at RENGRP0022124; Menke Decl. Ex. 11, Cann 

Dep. at 183-85; Menke Decl. Ex. 31 at PBGC-000051415. 

56. Mr. Cann explained that PBGC would stop its termination action if Renco 

provided a guarantee of the Pension Plans’ liabilities, or, short of a guarantee, entered into a 

standstill agreement to maintain the status quo and allow time for a negotiated resolution.  Menke 

Decl. Ex. 30 at RENGRP0022124; Menke Decl. Ex. 11, Cann Dep. at 183-85; Menke Decl. Ex. 

31 at PBGC-000051415; Menke Decl. Ex. 2, Renco RTA Response ¶ 57; see also Menke Decl. 

Ex. 29, Grimaldi Dep. at 51-54.   

57. Mr. Grimaldi relayed this information to Ari Rennert, Renco’s President.  Menke 

Decl. Ex. 29, Grimaldi Dep. at 54; Menke Decl. Ex. 9, A. Rennert Dep. at 182; Menke Decl. Ex. 

11, Cann Dep. at 185.  
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58. Almost immediately thereafter, around 10:00 am on January 13, Ari Rennert and 

Ira Rennert called Mr. Cann.  Menke Decl. Ex. 2, Renco RTA Response ¶ 66; Menke Decl. Ex. 

32, I. Rennert Dep. at 103-04; Menke Decl. Ex. 11, Cann Dep. at 193; see Menke Decl. Ex. 9, A. 

Rennert Dep. at 183-85.   

59. During this call, Mr. Cann reiterated to the Rennerts that PBGC was prepared to 

terminate the Pension Plans unless Renco provided a guarantee or entered into a standstill 

agreement.  Menke Decl. Ex. 2, Renco RTA Response ¶ 67; Menke Decl. Ex. 32, I. Rennert Dep. 

at 104-05; Menke Decl. Ex. 9, A. Rennert Dep. at 185-86, 189; Menke Decl. Ex. 11, Cann Dep. 

at 195-96. 

60. Ari Rennert responded that “no transaction was about to happen, that a transaction 

was dead.”  Menke Decl. Ex. 9, A. Rennert Dep. at 186; Menke Decl. Ex. 2, Renco RTA 

Response ¶¶ 69, 71. 

61. Ira Rennert explained the grave consequences of any termination action, stated that he 

was concerned that terminating the Pension Plans would damage RG Steel and would impact the 

potential transaction with Cerberus, and asked PBGC not to proceed with termination.  Accordingly, 

Ira Rennert requested that Mr. Cann send the draft standstill agreement for Renco’s review.  Menke 

Decl. Ex. 11, Cann Dep. at 199-202; Menke Decl. Ex. 32, I. Rennert Dep. at 104-07. 

62. During this call, the Rennerts also stated that equity was “off the table” – meaning 

not part of the transaction – and that Renco was willing to consider a standstill agreement.  See, 

e.g., Menke Decl. Ex. 3, Gran Dep. at 274-83; PBGC-000051456, attached as Menke Decl. Ex. 

33; PBGC-000051954, attached as Menke Decl. Ex. 34; Menke Decl. Ex. 29, Grimaldi Dep. at 

57-61; Menke Decl. Ex. 30 at RENGRP0022126. 
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63. Based on the Rennerts’ statements that no transaction was imminent and their 

suggestion that Renco would consider a standstill agreement with PBGC to allow time for 

negotiation, PBGC’s counsel prepared a draft standstill agreement, which Mr. Cann sent, as 

requested, to Ari Rennert on the afternoon of January 13.  Menke Decl. Ex. 11, Cann Dep. at 

218-25; Menke Decl. Ex. 2, Renco RTA Response ¶¶ 77-78.  

64. Ari Rennert responded to Mr. Cann’s email shortly thereafter, acknowledging 

receipt of the standstill agreement, and stating that he would forward the agreement to Renco’s 

attorneys for review and then “revert back” to PBGC.  Menke Decl. Ex. 9, A. Rennert Dep. at 

196-97; Menke Decl. Ex. 2, Renco RTA Response ¶ 79. 

65. Had Renco conveyed the actual status of the transaction to PBGC, PBGC would 

have terminated the Pension Plans immediately.  Instead, based on PBGC’s understanding of the 

status of any potential transaction and Renco’s amenability to discussing the standstill agreement, 

PBGC suspended the termination process for the Pension Plans.  Menke Decl. Ex. 11, Cann Dep. 

at 93-95, 144, 229; see Menke Decl. Ex. 3, Gran Dep. at 194-96. 

66. The Rennerts did not tell PBGC during this call, despite having assured PBGC 

only days before it would “keep [PBGC] apprised as soon as [they] learn anything,” of the many 

key developments in the negotiations during that week.  Menke Decl. Ex. 14 at PBGC-

000038836.  

67. The Rennerts did not tell PBGC that Renco and Cerberus had been exchanging 

draft deal documents since January 11.  Menke Decl. Ex. 2, Renco RTA Response ¶¶ 60, 76, 85; 

Menke Decl. Ex. 32, I. Rennert Dep. at 105, 109; Menke Decl. Ex. 9, A. Rennert Dep. at 160; 

Menke Decl. Ex. 11, Cann Dep. at 195-209. 
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68.  The Rennerts did not tell PBGC that the Elliott transaction was “dead” because 

Renco told Elliot to stop its due diligence, since Renco was sufficiently assured that it had a deal 

with Cerberus and did not want to “string [Elliott] along further,” for fear of “incurring damage.” 

Menke Decl. Ex. 9, A. Rennert Dep. at 187; Menke Decl. Ex. 2, Renco RTA Response ¶ 58; 

Menke Decl. Ex. 22 at RENGRP0005676.   

69. The Rennerts did not tell PBGC that Renco had asked RG Steel’s lending group 

on January 10 to modify their credit facility to accommodate the financing transaction.  Menke 

Decl. Ex. 11, Cann Dep. at 195-209; see also Menke Decl. Ex. 21 at RENGRP0012685; Menke 

Decl. Ex. 9, A. Rennert Dep. at 150-51. 

70. The Rennerts did not tell PBGC that, prior to the call, Renco’s counsel informed 

Cerberus that “we take the position that Cerberus should be receiving equity rather than 

warrants.”  RENCO0009258, attached as Menke Decl. Ex. 35; Menke Decl. Ex. 2, Renco RTA 

Response ¶ 61.   

71. At around the same time Ari Rennert told Mr. Cann, during the call on the 

morning of January 13, 2012, that no transaction “was about to happen,” Renco’s counsel was 

working to resolve the remaining deal issues with Cerberus’s counsel.  Menke Decl. Ex. 2, 

Renco RTA Response ¶ 75; Menke Decl. Ex. 17, Ryan Dep. at 128-31; RENGRP0020648, 

attached as Menke Decl. Ex. 36. 

72. About an hour after the call with PBGC, Cerberus’s counsel sent an email to 

Renco’s counsel summarizing certain open issues and proposing resolutions, including a 

statement that “[i]f the initial funding and Closing Date is Tuesday, Cerberus expects that 
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funding on Term Loan A will occur two Business Days later (Thursday).”  Menke Decl. Ex. 36 at 

RENGRP0020648. 

73. While Renco and Cerberus did reach an impasse in negotiations on the afternoon 

of January 13, and Cerberus instructed its counsel to stop work, Renco’s counsel never stopped 

working on the deal, and continued to send revised documents to Cerberus and its counsel.  

Menke Decl. Ex. 32, I. Rennert Dep. at 110-11; Menke Decl. Ex. 17, Ryan Dep. at 127-34; 

Menke Decl. Ex. 18, Benjamin Dep. at 55-57; Menke Decl. Ex. 2, Renco RTA Response ¶ 75. 

74. As Renco’s counsel Michael Ryan later explained, he “was comfortable that 

Renco wanted to continue to get a deal done.”  Menke Decl. Ex. 17, Ryan Dep. at 130. 

75. Five minutes after the impasse began, Daniel Wolf of Cerberus called Ari Rennert 

to open “back channel” discussions to revive the deal.  Menke Decl. Ex. 19, Wolf Dep. at 101-03. 

76. Renco and Cerberus swiftly arranged a meeting to resolve their disputes at the 

next available opportunity, the evening of Saturday, January 14, 2012.  Menke Decl. Ex. 19, 

Wolf Dep. at 103-04; Menke Decl. Ex. 18, Benjamin Dep. at 55-58; Menke Decl. Ex. 9, 

A. Rennert Dep. at 198-99.   

77. At the meeting on January 14, 2012, Renco and Cerberus discussed the open deal 

issues.  They reached a resolution of those issues in less than one hour.  Menke Decl. Ex. 18, 

Benjamin Dep. at 55, 61-62; Menke Decl. Ex. 17, Ryan Dep. 136-37; see also Menke Decl. Ex. 

19, Wolf Dep. at 105.   

78. Thereafter, Renco and Cerberus instructed their counsel to continue working 

around the clock toward a closing as soon as possible.  Menke Decl. Ex. 18, Benjamin Dep. at 

70-71; Menke Decl. Ex. 2, Renco RTA Response ¶ 75.  
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79. At the January 14, 2012 meeting, Renco and Cerberus instructed their counsel to 

resolve the equity/warrants issue.  RENCO0001196, attached as Menke Decl. Ex. 37; Menke 

Decl. Ex. 17, Ryan Dep. at 139-40.  

80. On January 15, 2012, after a call between counsel for Cerberus and counsel for 

Renco, Cerberus agreed to accept 24.5% direct equity in RG Steel.  Cerberus agreed to the direct 

equity after becoming comfortable that it would not become liable for the Pension Plans.  Menke 

Decl. Ex. 17, Ryan Dep. at 142-45; Menke Decl. Ex. 18, Benjamin Dep. at 63-68.  

81. On Tuesday, January 17, 2012, the first business day after PBGC sent the 

standstill agreement to Renco, Renco closed a deal with Cerberus, resulting in Renco’s 

ownership of RG Steel being reduced to 75.5%, with 24.5% of the ownership going to Cerberus 

(the “Transaction”).  Menke Decl. Ex. 2, Renco RTA Response ¶¶ 83, 88, 100.   

82. Renco did not insist that Cerberus take all 49% of its warrants as direct equity, 

even though Cerberus’s remaining warrants for 24.5% of the equity participated in distributions 

and carried consent rights.  See RENCO0000467 at RENCO0000476-80, attached as Menke 

Decl. Ex. 38; RENGRP0023477 at RENGRP0023479, attached as Menke Decl. Ex. 44. 

83. Mr. Cann and Ari Rennert emailed each other on the morning of January 17, to 

schedule a time to discuss the standstill agreement.  PBGC-000039195, attached as Menke Decl. 

Ex. 39. 

84. Ari Rennert responded to this email that same morning, but never mentioned the 

pending closing.  Menke Decl. Ex. 39 at PBGC-000039195. 

85. Only after the Transaction closed in the afternoon of January 17 did Ari Rennert 

inform Mr. Cann about the Transaction and the removal of RG Steel from Renco’s controlled 
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group.  Menke Decl. Ex. 9, A. Rennert Dep. at 197, 206-09; see also Menke Decl. Ex. 30 at 

RENGRP0022125-26; Menke Decl. Ex. 11, Cann Dep. at 244-45. 

86. Before the Transaction closed, Renco did not inform Cerberus that PBGC was 

reviewing the potential transaction and had indicated its intention to terminate the Pension Plans 

before any transaction occurred.  Menke Decl. Ex. 2, Renco RTA Response ¶¶ 86-87; Menke 

Decl. Ex. 18, Benjamin Dep. at 40-46.  

87. Before entering the Transaction, Renco was aware of the prospect of withdrawal 

liability due to RG Steel’s participation in the Steelworkers Pension Trust.  Menke Decl. Ex. 2, 

Renco RTA Response ¶ 102; RENGRP0012687, attached Menke Decl. Ex. 40; see also Menke 

Decl. Ex. 32, I. Rennert Dep. at 38; Menke Decl. Ex. 2, Renco RTA Response ¶ 103. 

88. At the time of the Transaction, Cerberus valued RG Steel’s equity as totaling 

$200,000.  CWT 007795, attached as Menke Decl. Ex. 41. 

89. Neither Renco nor its counsel reviewed PBGC’s draft standstill agreement before 

the Transaction closed.  Menke Decl. Ex. 32, I. Rennert Dep. at 107-08; Menke Decl. Ex. 17, 

Ryan Dep. at 113; see also Menke Decl. Ex. 2, Renco RTA Response ¶ 81.  

90. On May 31, 2012, RG Steel filed a petition for Chapter 11 bankruptcy in the 

United States Bankruptcy Court for the District of Delaware.  In re WP Steel, LLC, et al., Case 

No. 12-11661 (Bankr. D. Del.).    

91. RG Steel has sold substantially all of its assets in bankruptcy.  Menke Decl. Ex. 2, 

Renco RTA Response ¶ 104.  

92. In November 2012, PBGC entered agreements with the plan administrator for 

each Pension Plan that (1) terminated each of the Pension Plans pursuant to 29 U.S.C. § 1342(c); 
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(2) established August 31, 2012, as each Pension Plan’s termination date; and (3) appointed 

PBGC as statutory trustee for each plan.  Menke Decl. Ex. 2, Renco RTA Response ¶¶ 106-07. 

93. Cerberus has fully recovered the amount of its loans to RG Steel.  Menke Decl. 

Ex. 2, Renco RTA Response ¶ 96. 
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CERTIFICATE OF SERVICE 
 

------------------------------------------------------------ x  

 

Sarah L. Reid, being duly sworn, deposes and states: 

I hereby certify that on the 6th day of June, 2014, I served THE PENSION BENEFIT 

GUARANTY CORPORATION’S NOTICE OF MOTION FOR SUMMARY JUDGMENT, 

THE PENSION BENEFIT GUARANTY CORPORATION’S MEMORANDUM OF LAW IN 

SUPPORT OF ITS MOTION FOR SUMMARY JUDGMENT, THE PENSION BENEFIT 

GUARANTY CORPORATION’S LOCAL RULE 56.1 STATEMENT OF MATERIAL 

FACTS ON MOTION FOR SUMMARY JUDGMENT, and DECLARATION OF JOHN A. 

MENKE IN SUPPORT OF THE PENSION BENEFIT GUARANTY CORPORATION'S 

MOTION FOR SUMMARY JUDGMENT, with exhibits, upon the following attorneys of 

record for Defendant at the email addresses designated by them for service of papers:  

Bradley R. Bobroff 

Proskauer Rose LLP 

Eleven Times Square 

New York, New York 10036-8299 

Kevin J. Perra 

Proskauer Rose LLP 

Eleven Times Square 

New York, New York 10036-8299 

Myron D. Rumeld 

Proskauer Rose LLP 

Eleven Times Square 

New York, New York 10036-8299 

Jonathan M. Hoff 

Cadwalader, Wickersham & Taft LLP 

One World Financial Center 

New York, New York 10281 

DATED: June 20, 2014 

  

Sarah L. Reid 
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