
3rd Circ. Keeps Renco On The Hook 
For $79M Pension Fee 
By Jeff Montgomery 

Law360 (August 27, 2021, 5:05 PM EDT) -- The Third Circuit has upheld arbitral and lower 

court rulings that the Renco Group Inc. triggered nearly $79 million in pension fund 

obligations and $18 million more in fees, damages and interest after failed attempts to 

"evade or avoid" unfunded liabilities of its bankrupt subsidiary RG Steel Holdings LLC 

dating to 2012. 

 

In a nonprecedential ruling, a three-judge panel sided with an arbitrator who found that 

Renco's entry into an equity transaction with Cerberus Capital Management LP in 2012 

failed to nullify Renco's liability for RG Steel's unfunded pension debt to the Steelworkers 

Pension Trust. Renco asserted that the Cerberus deal dropped it below the percentage 

ownership of RG Steel required to keep it on the hook. 

 

But an arbitrator rejected Renco's position and declared that it had to cover a withdrawal 

liability triggered when struggling RG Steel sought bankruptcy protection. The U.S. District 

Court for the Western District of Pennsylvania upheld the arbitrator's finding, with Renco 

appealing both to the Third Circuit. 

 

Renco, which already has paid the $79 million, argued in part that the district court failed to 

consider the arbitrator's view that the type of transaction it originally offered to Cerberus 

was "perfectly permissible" and would not have triggered pension liability but for a switch to 

different equity setup, a position viewed by the Steelworkers, the Pension Benefit Guaranty 

Corp. and the arbitrator as a non-starter. 

 

"The arbitrator made no such finding. He merely stated that he could not conclude that the 

draft transaction," which was never completed, "would have removed Renco from the 

controlled group," wrote U.S. Circuit Judge Jane R. Roth for the panel. "The district court 

did not fail to analyze the issue but reviewed the arbitrator's findings and found no error of 

law. Nothing more was required." 

 

Findings of the arbitrator were given "great deference," the panel noted, in light of the 
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Multiemployer Pension Plan Amendments Act's strong policy favoring arbitration in disputes 

like those in the Renco proceedings. 

 

"The thrust of Renco's position on appeal is that the Cerberus transaction's change in the 

type of equity exchanged from permanent warrants to membership units was merely a 

'clarifying contract edit' that had no dispositive effect on the transaction as a whole," the 

circuit court observed before rejecting it. 

 

The records of the arbitration and district court proceedings "reveal no error," the circuit 

judges said, adding: "The arbitrator's findings suggest that Renco was motivated by a 

purpose to avoid ERISA obligations as soon as it understood that it would need to give up 

equity as part of any outside financing transaction for RG Steel." 

 

Late Friday, Neil J. Gregorio of Tucker Arensberg, counsel to the SPT, said the decision 

upholds findings that Renco owes the $18 million in additional costs. 

 

"Clearly this is a major victory for the SPT. However, it is not lost on any of us that this case 

arose only after the demise of RG Steel wherein over 3,000 Steelworkers lost their jobs," he 

said. "Our only hope moving forward is that this decision deters other entities from 

attempting to evade or avoid their pension obligations." 

 

Facts considered by the arbitrator included Renco's "repeated requests" to change the 

structure of the Cerberus investment and efforts to conceal the transaction from the PBGC 

after the agency raised concerns about the equity change and withdrawal liabilities, the 

opinion noted. Also considered by the arbitrator, the panel observed, was "less than 

credible testimony of Renco's various witnesses," 

 

The issue began crystallizing as early as 2013, when the PBGC sued over the transaction. 

In its brief for the Third Circuit, the SPT cited another suit by the PBGC over the same 

issue, filed in the Southern District of New York. 

 

During the trial, then-U.S. District Judge Richard J. Sullivan — now on the Second Circuit — 

pressed Renco president Ari Rennert about his behavior toward a PBGC official while 

Renco was rushing to get the Cerberus deal done. The PBGC had proposed a standstill 

agreement at the time and believed — incorrectly — that Renco would abide by it. 
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"You were sandbagging this guy. You're letting him think you've got something in the works, 

and in the meantime you are going to race and finish the deal so he couldn't terminate you 

before the deal. Isn't that right?" Judge Sullivan asked in a section of transcript quoted in 

the SPT's Third Circuit brief. 

 

The Third Circuit also upheld Renco's obligation to make interim payments after the 

steelworkers' union demanded payment and after a federal court found that default rates of 

interest on delinquent pension plan contributions should apply to Renco's case. 

 

U.S. District Judge Cathy Bissoon affirmed in September 2019 the arbitrator's finding that 

Renco knew it faced a big liability to the multiemployer pension plan as long as it retained at 

least an 80% ownership of RG Steel. 

 

According to the arbitrator, the holding company had pressed Cerberus to change its 

investment warrants to buy membership shares in RG Steel for token amounts to a direct, 

24.5% equity stake in RG Steel in exchange for a $125 million loan. 

 

In a brief filed with the Third Circuit, Renco argued that "the entire basis on which the district 

court imposed liability was that the change from warrant to membership units was a 

fundamental one that injected a new 'principal purpose' into the transaction." 

 

Judges Jane A. Roth, Thomas L. Ambro and David J. Porter sat on the panel for the Third 

Circuit. 

 

Renco is represented by Leon F. DeJulius, Meir Feder, Anderson T. Bailey and Robert E. 

Johnson of Jones Day, and Myron D. Rumeld, Mark D. Harris, Bradley R. Bobroff and 

Joseph E. Clark of Proskauer Rose LLP. 

 

The SPT is represented by Neil J. Gregorio, Richard B. Tucker III, Scott R. Leah and Brian 

A. Pepicelli of Tucker Arensberg PC. 

 

The cases are The Renco Group Inc. et al. v. Steelworkers Pension Trust et al., case 

numbers 19-3499, 19-3504 and 19-3507, in the U.S. Court of Appeals for the Third Circuit. 
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