Open Letter to the Membership from Ken Rashcke, President
May 20, 2003 

Folks,

Thought I would use this method to attempt to bring you all up to date on where we stand on a number of issues about which I have received considerable feedback. Following seem to be the most prevalent:

· Loss of the Death benefit 

· Retention bonuses for Officers 

· High salaries of officers 

· Increased costs of drugs and medical insurance 

· Concern for the future (pension & benefits)

To digress slightly, the LRO began to take shape in late November of 2002. The idea was “what could retirees do to help Lucent”. We thought that we could be helpful in the political arena, supporting Lucent, where appropriate, with the FCC and PUC’s. Also, I had several preliminary telephone conversations that were well received by Lucent about this. As you all know we received a letter dated 1/2/03 notifying all of us (except those represented by a union) that effective 2/1/03 the 80+ year old death benefit was being eliminated. This really brought many of us “out of the woodwork”. It also, speeded up the formation of the LRO. Thanks to many volunteers we got ourselves incorporated, insured, organized, sent a letter to the Chairman, who quickly responded, set up a web site, and have been running ever since.

At our 4/14/03 meeting with Lucent, including Pat Russo, CEO/Chairman and Henry Schacht, immediate past CEO/Chairman, they reviewed their business plan with us. It shows them turning the corner, to profitability this fall and a modest 3% sales growth next year. They also told us they had reluctantly cancelled the death benefit because it provided annual savings of about $40M in contributions to the pension fund, as they were in financial peril. They claim that the pension and benefit plan gives them this latitude. We are not sure that we agree with this assessment and are continuing to pursue our options. Also, attached is a copy of a letter I sent to the Secretaries of Labor and Treasury on this matter.

Lucent further felt that it was necessary to give selected people retention/separation/consulting bonuses. While we disagree with this, we are not in a position to change this policy or their pay policy. However we have written to Lucent expressing our concern with this largess and have asked at least one officer to voluntarily forgo excess benefits. We are extremely disappointed that our company would do this when they have just eliminated the death benefit and raised our medical insurance premiums and drug costs. We will be reviewing these and other issues with our recommendations on voting next year’s proxy statement for the annual meeting. Some of these issues are societal and need to be addressed in a larger forum. We are not alone in our concerns about companies’ compensation policies getting out of hand.

Lucent has been very concerned over the increasing medical costs that they are paying. Subsequently they have called me about posting information on our web site dealing with using generic drugs and ordering drugs on line. I told them we would be glad to work with them on these issues provided that people DO NOT have to use the generic, where their doctor does not recommend it, and that we can use the drug store where prescriptions need to be filled ASAP, also, where retirees do not have internet access there would be no change.

Recently we have written to Lucent asking to have retirees serve on Henry Schacht’s pension and benefit committee. We argued that retirees who live with the issues are in a unique position to make recommendations on cost reductions while maintaining the benefits we have. We suggested that legislation to cap Malpractice insurance awards could be an area along with supporting legislation to include prescription drugs with Medicare would be areas where collaboration could be mutually beneficial. I received a response that says a number of their key people are either on vacation or on business trips and they will respond to us in early June.

In the last weeks I have talked with the heads of Verizon and Qwest retiree organizations plus the head of the NRLN. Their advice to me was to try as hard as we can to work cooperatively with Lucent. They too know that if our companies are not financially healthy we all stand to lose much more than the death benefit. For myself, I firmly believe that it is in our self- interest to follow that advice.

To the extent we are successful we will protect what we have and if very successful we can campaign for improvements. None of this will be easy. We need all of you to stay engaged. Give us your ideas, criticism, etc. As a volunteer organization we try to be as democratic as we can. All of you have a voice. I further hope you know that the Leadership team is made up of both long and short term retirees with a wide variety of backgrounds and skills. So we all have different benefits, some still work and have benefits other than Lucent, different experiences and we argue/discuss the issues as strongly and effectively as we can to arrive at what we believe is the best course of action.

Remember, if we are not engaged we are not heard.

                                       Best,      Ken 
