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Disclaimer:  IMPORTANT!!!
It seems that it is impossible to offer anything in today’s legal world without a disclaimer.  This one will be short and sweet. I (Mark J Sztanyo) compiled this information for the benefit of the retired pilot community.  It is admittedly NON-OFFICIAL, INCOMPLETE, and contains some CONTRADICTIONS.  
Now, I would normally say that the above is a recipe for worth-less-ness, but in this case (since I helped assemble the info) I won’t say that.  It is simply the best attempt, in the time I had, with the info available to give you something better than the Official organizations that we are members of, have put out there. 

Now a legal word:  There has been no intent to slander or harm anyone or publish any known errors.  I will publish revisions, retractions or corrections should that become necessary.   The sole purpose of this exercise is to help many retired DAL pilots with information that they can use for estate planning purposes.  

Preface: 
Below is a listing from our ALPA ret. handbook that lists our retirement benefits.  It may well look familiar.  Some of these benefits have changed.  Is that a understatement or what?  What I want you to note is the two items on this list that are the responsibility of the D & S Plan and are funded by the Delta Pilot’s Disability & Survivorship Trust.  That will be the focus of this report. 
From the ALPA Ret Handbook: 

Retirement, Disability & Death 

· Delta Pilots’ Defined Benefit Plan – We now know basically our terminated reductions. 

· Retirement Plan Benefit Options – Jt survivorship irrevocable option.  

· Delta Pilots’ Defined Contribution Plan –program developed too late to benefit any of us.

· Family Care Savings Plan – not contributing any longer and most of us transferred out.

· Disability Benefits – if you are retired disabled you’re aware of this benefit! *
· Delta Pilots’ Mutual Aid (DPMA) – no longer available to retirees. 

· Survivor Benefits – provided by the D&S Plan (Trust) and is the subject of this document.*
· Life Insurance – basic life of $10,000 still paid out of D&S Plan.*
*Of all the promised retirement benefits these three are the responsibility of the D&S Plan and are the subject of this document. 

Forward:
A while back I started to embark on a little quest.  It all centers around the question “what do we now have?”  We have all been through hell and back in these bankruptcy proceedings, and like any good pilot when there is trouble in the cockpit, we want to know what we have left.  I started a web page to help answer this question, and I might add that it is a work in progress (I would solicit and welcome any of your help in making this page more accurate or complete).  We have severed most of our ties to our old company, but some lingering benefits still depend on knowledge and updated information concerning these benefits.  The web page is designed to identify what we now have “left” by way of benefits.  

One of the most popular items that I get asked about concerns the D&S trust.  What contractual benefit do I have from this trust? What condition is the trust in? And what is the trust’s long term prognosis?  Those issues appear to be the big ones on our minds and will make a feeble attempt to address them in this four part series.  Now disabled pilots may indeed find some of this series interesting but by in large those that receive a “living” benefit from the trust are much more keenly aware of their benefit.  It is to the vast majority of pilots who did not retire on disability that have the greatest amount of mis-understanding about the D&S Plan and Trust.  To this group we are talking about benefits for survivors and many of us simply just don’t know what to count on for our families.  
Well, I have put this assembly together so that you can have a little updated information.  Please keep in mind that all of the information is no more current than the revision date at the top of each page.  In addition some of the included articles are from earlier periods.  Also keep in mind that the relationship of the trust to pilots can change with negotiated contracts.  This document is based on Letter 51 and realizes that most applicable retired pilots were “grandfathered” when changes were made moving forward.  That has been the history and is currently the fact when considering the changes to the Plan by Letter 51 toward pilots.  All retired or current disabled recipients were grandfathered.  The effective date for Letter 51 was 6-1-2006 but the operable date for it’s changes is 1-1-2008.   Note: recently passed LOA 19 on 5/14/08 has no impact on the trust or plan.
Lastly, be aware that I sought help, in particular, from others in the know.  I asked DAL and they sent me an annual report.  I repeatedly asked ALPA and got little response.  I asked a group of “retired-on disability” pilots and their survivors who have reams of information about the trust and they provided little, stating they prefer to “fly under the radar.”    Well, I am getting too old and grumpy and am now more interested in the light of day concept rather than to “fly under the radar.”  This assembly is an attempt to shine light on this plan, to fly above the radar, so that we as retired (normal & disabled) pilots can answer the 3 main questions above.  

Before anyone can do sufficient estate planning, you have to know what you have.  You must make an assessment of income streams available to your survivors.  Before you make decisions on supplemental life insurance you have to assess the reason for its purchase.  This exercise in taking a close look at the D&S trust is to allow our retired community to see what is going to be available for our survivors and by so doing assist in your personal planning.  

Legend:

DB = defined benefit pension plan

ERISA =

Fonts black =: All font in black has been compiled and written by Mark Sztanyo. 

Fonts colored = Any re-printed material from official sources appears in dark red.
Plan = Delta Pilots Disability & Survivorship Plan

Trust = Delta Pilots Disability & Survivorship Trust (created and operates under guidelines from Plan)
Note 1: While the D&S Trust is the financial vehicle used to handle the assets of the Plan, the “Plan” itself is actually separate entity and under the regulations of ERISA. For all practical purposes, while these are two separate entities, we shall talk about the Plan and Trust interchangeably. They co-exist to carry out the same purpose. 
Note 2:  This outlook will be concerning the trust and how it affects retirees.  We will only concern ourselves with benefits that are payable to non-retirees (active pilots) from the standpoint of their impact on benefits paid to our group of retired pilots and their families.  After all, this trust has a much greater distribution to retirees than to active pilots. Therefore, by sheer numbers affects our retired group in greater amounts and for a longer period of time.   
Unfortunate Circumstance of Bankruptcy:  

For those pilots who had selected the Jt Survivor option on our DB plan and then have passed on, the survivors are left with usually a smaller benefit when compared to those who depended upon the D&S Plan.   Most pilot’s DB Joint and Survivor Annuity - Reduced benefits paid to you for your lifetime, with 50% of that benefit continuing to your surviving spouse.
Plan Description (re-print from plan summary):
General: The Plan, as amended and restated, was established under an agreement effective February 1, 1972 and is subject to collective bargaining.  The Plan is a welfare plan covering substantially all pilots (and retired pilots) of Delta Air Lines, Inc (“Delta” or the “Company”) providing benefits payable as a result of a participant’s death or disability.  The Plan is subject to the provisions of the Employee Retirement Income Security Act of 1974 (“ERISA”), as amended. A trust (the “Trust”) was established by the Company in May 1982 in accordance with Section 501(c)(9) of the Internal Revenue Code (the “Code”) under which benefits of the Plan are paid.  As a result of the collective bargaining agreement with the Air Line Pilots Association, International (“ALPA”) effective June 1, 2006, the Trust have been amended to limit its provision of the Plan benefit payments solely to those pilots and former pilots classified as employees under the Plan (and their respective beneficiaries and survivors).  
The Plan was amended effective June 1 2006, as a result of the collective bargaining agreement with ALPA.  This amendment, which is discussed in further detail below, reduced the Plan’s total obligations by $67,406,000 and is reflected in the accompanying statement of changes in the plan benefit obligations as a plan change. 

The purpose of the Delta Pilots Disability and Survivor Trust:
The purpose of the Delta Pilots Disability and Survivor Trust is self defining.  This trust was created to provide contracted disability benefit and survivor benefit for our pilot community, both active and retired.  Special note: This will become more revealing later in this document, but the D&S trust uses its own separate and fixed formulation to determine benefit.  I might add, because of the changes in our defined benefit pension of late this is a favorable situation.  
Part I: 
What is our benefit? Benefit-Ret-Survivor:
The biggest confusion that exists about the trust benefit is the way its calculation for survivor benefit is made.  Many of us think that because we took the lump sum that our survivor benefit should be reduced.  The good news (currently until a future agreement change would revise this) is that the benefit is the benefit is the benefit.  Our survivors get….. NOW HEAR THIS 30% of FAE period (Reduced only by early out reductions and years of service less than 25 years).  It is not affected by whether you took the lump or not.  That formula is set by a prior agreement and grandfathered by the more recent Letter 51 of the Pilot Working Agreement (PWA).   

Now that is good news!  And for some of us (because we have seen such a reduction in pension benefits) our spouses could realize a net overall income increase when we fly west to greet St. Peter.  
1. Email from retired pilot: 

6-27-07

Mark, 

FYI--today I received an answer from Delta Survivorship re the D & S calculations for future Estate Planning purposes---it was very straight forward, not based upon lump sum or no lump sum election for retirement---and will not change year to year in the future (confirmed by phone call after receipt).

 

It was exactly as stated:  30% FAE, minus any early retirement and/or less than 25 years creditable service adjustments---same adjustments as used in the retirement calculations.  

For me it was 30% FAE times .62 for service (former Western with normal age 60 retirement)..

 

The only concern is whether or not the D & S will continue to be around in the future---after the Bankruptcy fiasco, I don't want to assume ANY source is sacred and untouchable.  Any thoughts on the safety of the D & S funds?

 

thanks, 

J.T.

1. JT makes a few important points and that is why I re-printed his email to lead off this section on “what do we now have.”  

2. Re-Statement of benefit that affects the vast majority of retired (non-disabled) pilots

3. Examples of formulation:
The following page is a re-print from the ALPA Retirement Handbook that has virtually remained unchanged for years.  The examples for active pilots below appear in light text to focus and simplify our assessment on retired examples.  My comments are inserted in “black” following areas that I wanted to expound on.  

SURVIVOR BENEFITS

What are the survivor benefits?

There are TWO types of survivor benefits. The J&S annuity option from the DB Plan, Type 1, is paid for by you by receiving a decreased benefit when you retire. You may waive this option if your spouse gives notarized consent. The other type of survivor benefit, Type 2, is automatically paid from the Disability and Survivor (D&S) Plan’s trust fund at no cost to you.

· Type 1 – If the Post-Retirement Survivor Benefit Option under the Retirement Plan is in effect at your death, a benefit equal to approximately one half of your monthly retirement benefit is paid to your surviving spouse.

· Type 2 – From a combination of the D&S Plan and the retirement plan, the following benefits are paid upon your death: o A lump sum benefit of $50,000 if you are still working or disabled (reduced to $10,000 in 5 equal decrements upon retirement or upon age 60 if disabled); and o A monthly benefit, based on FAE as explained below. Pre-retirement FAE is based on the highest 12 consecutive months of earnings in the last 36 months. Post-retirement FAE is based on the highest 36 consecutive months of earnings in the last 120 months. One half of the monthly benefit is eligible for an increase/decrease each April.

Death before age 50 while actively employed:

One Eligible Family Member (EFM) – 25% FAE

Two EFM’s – 30% FAE

Three EFM’s – 35% FAE*

Death after age 50 while actively employed:

One EFM – 30% FAE

Two or more EFM’s – 35% FAE*

Death after retirement:

One EFM – 30% FAE

Two or more EFM’s – 35% FAE*

These amounts are reduced by a fraction equal to years of Delta credited

service divided by 25, reduced by 3% per year (.25% per month) for retirement

before 60.

Death while disabled, but NOT RETIRED:

The greater of 50% of gross disability benefit you were receiving or 25%, 30%,

35%* FAE based on the above EFM schedules.

Death after retirement from disabled status:

50% of the pre-retirement disability benefit.

*Reduced to 30% FAE when you would have reached age 65.

Are there any offsets to D&S Plan survivor benefits?

No.

How long do D&S Plan monthly survivor benefits last?

They continue for your eligible spouse’s life as long as you did not divorce before

your death. Benefits for children are never affected by your spouse’s marital status.

How do my survivors apply for D&S Plan benefits?

Contact the Retirement and Survivor’s Benefits Department at 404-715-2018.

How are the D&S Plan survivor benefits funded?

Through company contributions to the D&S trust fund. The D&S trust fund is for the exclusive benefit of participants.

Are the monthly D&S Plan survivor benefits taxable?

Yes.

What happens if Delta goes out of business?

All funds would be paid to plan participants from the plan’s assets.
DALPA MEC D&S Memo May 15, 2006

Summary of the below memo:  If you retired before June 1, 2006; YOU ARE GRANDFATHERED!  The big changes brought about by Letter 51 do not affect you and we will receive benefit based on the prior agreement. 

Delta Master Executive Council

Retirement and Insurance Committee

Via U.S. Certified Mail

DATE: May 15, 2006
TO: Pilots on Seniority List Who Are Receiving Long Term Disability (LTD) Benefits or Are on Sick Leave Leading to LTD

FROM: Delta MEC Retirement & Insurance Committee

SUBJECT: Information Concerning Whether to Retire Before Letter 51 Becomes Effective June 1, 2006 (if ratified by membership and approved by bankruptcy court) This memo applies only to pilots who meet all of the following:

1- You either are receiving disability benefits or are on sick leave that may lead to your receipt of disability benefits. and
2- You will be at least age 50 (but not 60) on or before June 1, 2006.

and
3- You are currently on the pilots’ system seniority list. (Note: You are not on the seniority list if (a) you have already retired, or (b) you have otherwise terminated your employment with Delta, or (c) your name has been removed from the seniority list because you have attained age 60, or (d) your name has been removed from the seniority list in accordance with Section 13.B.3. of the Pilot Working Agreement (PWA), concerning pilots who have been on medical leave more than 10 years.) 

If you do meet the criteria listed above, please read this memo carefully in order to understand the changes that will be made to our retirement and insurance benefits, particularly in the area of disability, if Letter 51 is ratified by the pilot membership and approved by the bankruptcy court. Letter 51 is presently in the form of a tentative agreement approved by the MEC; we will know on the morning of May 31, 2006 whether or not the pilot membership has ratified Letter 51 but we may not know for several days thereafter whether the court has approved it. The remainder of this memo assumes that Letter 51 will be ratified by the pilot membership and approved by the court.

Among other things, Letter 51 makes changes to the benefits payable after a pilot retires, such as disability benefits, medical and dental benefits and death benefits to your 2 survivors. Because you are eligible to retire, you should determine whether it is in your interest to retire before or after Letter 51 becomes effective.

We recommend that you also carefully read Letter 51, as well as the “LOA 51 R&I FAQs,” both available at www.deltapilots.org. The FAQs go into much more detail regarding the R&I changes made by Letter 51. If you still have further questions after reviewing all of these documents, please email Karen Browne-Fleck, our MEC Sr. Benefits Specialist, at Karen.browne@alpa.org.

Neither ALPA nor the Delta MEC has any ability to advise you as to your decision, and we are simply providing you with information that you may wish to take into account along with all other factors that you may consider relevant to a decision whether to retire or to remain on the seniority list.

Most of the changes made by Letter 51 will be effective June 1, 2006 (assuming that Letter 51 is ratified by the pilot membership and approved by the bankruptcy court). These changes will apply to you if you are still on the seniority list on June 1, 2006. If you retire in May, meaning that your "retirement date" is June 1, 2006, these changes in Letter 51 will not apply to you, and your disability, health and survivors’ benefits as a retiree will be governed by the current PWA, subject to the Important Caveat set forth after the chart below.

If you wish to retire with a retirement date of June 1, 2006, your election to retire must be filed with and received by the Company, in accordance with the applicable procedures, by midnight Eastern Daylight Time on May 31, 2006. If you so elect to retire with a retirement date of June 1, 2006, your election is irrevocable unless you deliver, and the Company receives, your revocation of that election before the same midnight deadline. You must understand that even though the pilot membership ratifies Letter 51 on May 31, the bankruptcy court might subsequently (on or after June 1) decide not to approve Letter 51, and you will not be able to change your decision to retire. 

Note: You must read the Important Caveat below the chart because it tells you that Delta, through the bankruptcy process, may seek to impose on pilots who have a retirement date effective on or before June 1, 2006 many if not all of the same changes to medical and disability benefits that ALPA and Delta have agreed will apply to pilots who remain on the seniority list after June 1, 2006.

Subject to the Important Caveat, the chart below compares certain of the benefits that you would have if your retirement date is on or before June 1, 2006 (i.e. Letter 51 does not apply to you), with the benefits you would have if your retirement date is after June 1, 2006 (i.e. Letter 51 becomes effective and does apply to you).

3) If Letter 51 Does Not Apply to You (Effective Date of Your Retirement Is On or Before June 1, 2006) If Letter 51 Does Apply to You (You Remain on the Seniority List After June 1, 2006) LTD Benefit Duration LTD benefits are paid for your lifetime. See Important Caveat below. LTD benefits cease when you attain FAA mandatory retirement age (currently age 60). Offset to LTD Benefit for Retirement Benefits Currently, LTD benefits are offset by the amount of retirement benefits you actually receive from the Money Purchase Pension Plan and all of the Defined Benefit (DB) Plans. Regarding the offset for DB Plans, Letter 51 provides that – whether your retirement date is before, on or after June 1, 2006 – if the DB Plans are terminated, LTD benefits will then be offset by the amount of retirement benefits that you would have received, calculated as if the DB Plans had not terminated.  Delta has stated it will not apply this provision of Letter 51 to already-retired pilots without bankruptcy court approval or agreement of the Official Section 1114 Committee of Pilot Retirees. 
See Important Caveat below. 
Currently, LTD benefits are offset by the amount of retirement benefits you actually receive from the Money Purchase Pension Plan and all of the Defined Benefit (DB) Plans. However, if the DB Plans are terminated, LTD benefits will then be offset by the amount of retirement benefits that you would have received, calculated as if the DB Plans had not terminated.

Other Offsets to LTD Benefits

There are no other offsets. See Important Caveat below.

· LTD benefits will be offset by all of the following:

· Workers compensation payments and state disability income benefits, whether or not payment of such benefits is forfeited because of failure to apply.

· Social Security disability benefits you receive.
· Income you receive from employment that exceeds the calculated disability benefit amount (before application of other offsets).

4) If Letter 51 Does Not Apply to You (Effective Date of Your Retirement Is On or Before June 1, 2006) If Letter 51 Does Apply to You (You Remain on the Seniority List After June 1, 2006) Plan Administrator’s Request that Disabled

Pilot Provide Proof of Continued Disability, Justifying Continued LTD benefits; Appeal of Adverse Decision

Plan Administrator may require proof of continued disability as frequently as annually, up until two years after retirement. See

Important Caveat below. Plan Administrator may require proof of continued disability as frequently as annually, whenever

pilot is receiving LTD benefits, if Plan Administrator has good faith belief that pilot may no longer qualify for disability benefits. If Plan Administrator rules against pilot, and if medical examiners selected by pilot and Plan cannot agree on review, then final determination will be made by Neutral Medical Examiner.

Company Contributions to Pilots Defined Contribution Plan (DC Plan) and 401(k) Plan While Receiving LTD Benefits

None. Delta will make contributions to a disabled pilot’s accounts under the DC Plan and 401(k) Plan in the same manner as it does for active pilots, as follows:

· DC Plan contributions: o Targeted % of pilot’s earnings while Defined Benefit Plans remain ongoing, or o 9% of pilot’s earnings, if Defined Benefit Plans are terminated, plus

· 401(k) Plan contributions: 2% of pilot’s earnings Because a disabled pilot no longer has actual earnings from the Company, Delta’s contribution is based on “earnings” equal to twice the amount of his disability benefit actually paid. The amount of his disability benefit is doubled for purposes of this calculation, since his disability benefit is initially based on 50% of his pre-disability earnings. The intent is to allow a

5) If Letter 51 Does Not Apply to You (Effective Date of Your Retirement Is On or Before June 1, 2006) If Letter 51 Does Apply to You (You Remain on the Seniority List After June 1, 2006)

disabled pilot to continue building his retirement plan accounts in a manner similar to that of an active pilot. These contributions would continue until the earlier of the FAA mandatory retirement age or when the pilot retires.

· Retiree Medical and Dental Benefits

· For coverage under the Company-wide plans, you pay the same as other similarly situated retired employees.

· For coverage under the Delta Pilots Medical Plan: o Until age 60. You pay 100% of the base premium. o At and after age 60. If you retired early with at least 25 years of service, or retired at age 60 with at least 10 years of service, you pay a percentage of the base premium, as follows: 25% in 2006; 28% in 2007; 31% in 2008 and beyond (the percentage is higher if you have fewer years of service). You must also pay any additional premium required by the 150% cap.

· See Important Caveat below.

· For coverage under the Company-wide plans, you pay the same as other similarly situated retired employees.

· For coverage under the Delta Pilots Medical Plan: o Until age 60. You pay 100% of the base premium. o Age 60-65. If you retired early with at least 25 years of service, or retired at age 60 with at least 10 years of service, you pay 51% of the base premium (the percentage is higher if you have fewer years of service). If you are eligible for the Health Coverage Tax Credit, your cost from age 60-65 will average 43% of the base premium. You must also pay any additional premium required by the 150% cap. o At and after age 65. You pay 100% of the base premium.

6) If Letter 51 Does Not Apply to You (Effective Date of Your Retirement Is On or Before June 1, 2006)

If Letter 51 Does Apply to You (You Remain on the Seniority List After June 1, 2006) Benefits to Your

Survivors If You Die Before Retirement

· Your surviving spouse and eligible family members will receive survivor annuitybenefits, up to a total of 25%-35% of your final average earnings; and
· Your designated beneficiary will receive life insurance proceeds of $50,000.

See Important Caveat below.

· If you die before January 1, 2008: o Your surviving spouse and eligible family members will receive survivor annuity benefits, up to a total of 25%-35% of your final average earnings; and o Your designated beneficiary will receive life insurance proceeds of $50,000.

· If you die on or after January 1, 2008, your designated beneficiary will receive life insurance proceeds (amount is at least $500,000). 

Benefits to Your Survivors If You Die After Retirement

· Your surviving spouse and eligible family members will receive survivor annuity benefits, up to a total of 25%-35% of your final average earnings; and

· Your designated beneficiary will receive life insurance proceeds (amount is $50,000 if you die in first year after retirement, declining $10,000/year to minimum of $10,000).

See Important Caveat below.

· If you retire before January 1, 2008: o Your surviving spouse and eligible family members will receive survivor annuity benefits, up to a total of 25%-35% of your final average earnings; and o Your designated beneficiary will receive life insurance proceeds (amount is $50,000 if you die in first year after retirement, declining $10,000/year to minimum of $10,000).

· If you retire on or after January 1, 2008, your designated beneficiary will

7)If Letter 51 Does Not Apply to You (Effective Date of Your Retirement Is On or Before June 1, 2006)
If Letter 51 Does Apply to You (You Remain on the Seniority List After June 1, 2006) receive life insurance proceeds (amount is $250,000 if you die in first year after retirement, declining $50,000/year to minimum of $10,000 in fifth and later years).

ALPA Claim and ALPA Notes Pursuant to Letter 51

Eligibility for and allocation of the ALPA Claim and Notes will be determined by ALPA. However, if your retirement date

is June 1, 2006, you are not likely to receive any allocations. Eligibility for and allocation of the ALPA Claim and Notes will

be determined by ALPA. Any pilot still on the seniority list on June 1, 2006 is more likely to receive allocations than any

already-retired pilot.

Important Caveat: Even if you retire with a retirement date on or before June 1, 2006, your benefits as a retiree may be subject to modification by the Company in the bankruptcy proceeding. By filing a motion under section 1114 of the U.S.

Bankruptcy Code, Delta may seek to make changes to the non-pension benefits of already-retired pilots, who are no longer represented by ALPA. Non-pension

benefits that could be modified under section 1114 include such benefits as

medical, surgical, or hospital care benefits, benefits in the event of disability,

sickness or accident, and benefits to your survivors in the event of your death.

Delta could seek changes for already-retired pilots that are the same as or

different than those being made for non-retired pilots by Letter 51.

Delta has informed ALPA that it intends to file a motion under section 1114,

seeking to apply to already-retired pilots changes to non-pension benefits that are similar to those that will be applied to pilots who retire after Letter 51 becomes effective. If Delta files such a motion under section 1114, already-retired pilots will not be represented by ALPA but will be represented for this purpose by the Official Section 1114 Committee of Pilot Retirees, the authorized representative approved by the bankruptcy court. If Delta and the authorized representative cannot reach agreement on changes to be made to already-retired pilots, then Delta may present its proposed changes to the bankruptcy court. The bankruptcy court may approve the proposed changes if it determines that the changes are necessary to permit Delta to reorganize, the changes treat Delta, creditors and affected parties fairly and equitably, and the changes are clearly favored by the balance of the equities.

8) On May 9, 2006, Delta filed a motion seeking approval of Letter 51. In its motion, Delta specifically stated that the changes made by Letter 51 to disability benefits, retiree medical benefits and survivor benefits would not apply to pilots who retired on or before June 1, 2006, without either an order of the bankruptcy court under section 1114 or agreement of the Official Section 1114 Committee of Pilot Retirees. Through either of these procedures, Delta may accomplish some or all of the changes. 

Reminder: If you elect to retire with a retirement date of June 1, 2006 (in accordance with the applicable procedures), your election becomes irrevocable at midnight Eastern Daylight Time on May 31, 2006. Even though the pilot membership ratifies Letter 51 on May 31, the bankruptcy court might subsequently decide not to approve Letter 51, and you will not be able to change your decision to retire. We understand that the decision whether to retire early is never an easy one. Obviously, many factors beyond the few that are discussed in this memo figure into that decision. In addition to reviewing this memo and the documents posted on the MEC website, we strongly urge you to consult your own tax, legal and financial advisors as you consider your alternatives.

Sincerely,

 The Delta MEC R&I Committee
RSP Samples from real life pilot retirees
Examples of from retired pilots: The following are samples from real life pilot retirees that are known (with names removed).  The D&S Trust pays out a LTD benefit to living pilots who are active or retired on disability and a survivor benefit to all pilots.  The Survivor Benefit shown below is from the D&S trust for retirees and shows how the current contractual agreement formula is calculated.  

Note1: All samples are based on the retiree having taken the optional lump sum for approximately ½ of retirement.

Note2: The samples consider only the monthly annuity income from sources relating to our DAL retirement plan. Any possible income from lump sum sources is not considered.

Note3: You can get an estimated calculation performed by the ESC for survivor benefits if you insist on it.  The title of the form is “Death from Retirement Calculation.”   Sample published on my site.

Note4: Although you may see a real disparity on the PBGC amounts compared to FAE, this little exercise was not designed to make you feel better nor worse about our retirement woes when compared to another pilot.  These samples are provided to show what the survivor benefits would be for various retired situations.  Hopefully, enough samples are provided to help give you an idea of what your survivor benefit would be.  

Survivor Benefit Examples

Sample 1-EarlyRetiree #1 (not disabled)

Retiree: Age at retirement 52 current age 54        Year’s of service: 
  26

FAE: 



20,512.37

Promised Non-Qualified: 
  2,486.06

    Actual NQ1: 
    0

Promised Qualified: 

  1,781.31
         PBGC Qualified2: 
987

Promised monthly total:         $4,269.37

  Current Total:          $987

Survivor Benefit from D & S Trust: 

FAE




                       20,512.37

X 30%3





         .30
Net benefit before reductions: 

 
6,513.71

Early retirement reduction formula4:


   x   .785

After Early retirement reduction

 
5,112.78

Under 25 years of service reduction5:


   x     1.0

Gross Survivor benefit from D&S6
                 

$5,112.78

Sample 2-Early Retiree #2 (not disabled)

Retiree: Age at retirement 54 current age 58        Year’s of service: 
  26

FAE: 



20,374

Promised Non-Qualified: 
  2,250

    Actual NQ1: 
    0

Promised Qualified: 

  2,389
         PBGC Qualified2: 
1200.14

Promised monthly total: 
$4,639

  Current Total:          $1200.14
Survivor Benefit from D & S Trust: 

FAE






   20,374

X 30%3





         .30
Net benefit before reductions: 

 
6,112.20

Early retirement reduction formula4;

            x   .8275

After Early retirement reduction

 
5,057.85

Under 25 years of service reduction5:


   x     1.0

Gross Survivor benefit from D&S6
                 
                 $5,057.85
Sample 3 – Early Retiree #3 (Age 58.7  - not disabled)

Retiree: Age at retirement 58.7 current age 60        Year’s of service: 
  27.10

FAE: 


         $ 25,737.82
Promised Non-Qualified: 
   4,399.05

    Actual NQ1: 
    0

Promised Qualified: 

   2,261.61              PBGC Qualified2: 
262.94

Promised monthly total: 
$ 6,660.66
  
Current Total:            $262.94
Survivor Benefit from D & S Trust: 

FAE






   25,737.82
X 30%3





         .30
Net benefit before reductions: 

 
      7721

Early retirement reduction formula4:

           x     .9475

After Early retirement reduction

 
      7316

Under 25 years of service reduction5:

              x     1.0

Gross Survivor benefit from D&S6
                 
                        $7,316

Sample 5 – Early Retiree #3 (Age 59.8  - not disabled)

Retiree: Age at retirement 59.8 current age 64        Year’s of service: 
  30

FAE: 


          $ 26,666
Promised Non-Qualified: 
   4,800

    Actual NQ1: 
    0

Promised Qualified: 

   2,400                    PBGC Qualified2: 
1,031

Promised monthly total: 
$7,200

  
Current Total:            $1,031
Survivor Benefit from D & S Trust: 

FAE






   26,666
X 30%3





         .30
Net benefit before reductions: 

 
     8,000

Early retirement reduction formula4:

            x     .995

After Early retirement reduction

 
     7,960

Under 25 years of service reduction5:


   x     1.0

Gross Survivor benefit from D&S6
                 
                        $7,960

Sample 6 – Normal Retiree #1 (Age 60 - not disabled)

Retiree: Age at retirement 60 current age 67        Year’s of service: 
  30

FAE: 


            $23,000

Promised Non-Qualified: 
2,374.95  
    Actual NQ1: 
    0

Promised Qualified: 

3,314.85       PBGC Qualified2:           3,180.92

Promised monthly total: 
   $5,690
  Current Total:          $3,181
Survivor Benefit from D & S Trust: 

FAE






 $23,000

X 30%3





         .30
Net benefit before reductions: 

 
     6,900

Early retirement reduction formula4:

            x        1.0

After Early retirement reduction

 
     6,900

Under 25 years of service reduction5:


   x     1.0

Gross Survivor benefit from D&S6
                 
                       $6,900

Sample 7 – Normal Retiree #2 (Age 60 - not disabled)

Retiree: Age at retirement 60 current age 70        Year’s of service: 
  32+

FAE: 


         $19,683.86

Promised Non-Qualified: 
         ?

    Actual NQ1: 
    0

Promised Qualified: 

         ?
         PBGC Qualified2: 
3,733

Promised monthly total: 
$6,700

  Current Total:          $3,733
Survivor Benefit from D & S Trust: 

FAE






   19,684

X 30%3





         .30
Net benefit before reductions: 

 
     5,905

Early retirement reduction formula4

            x        1.0

After Early retirement reduction

 
     5,905

Under 25 years of service reduction5:


   x     1.0

Gross Survivor benefit from D&S6
                 
                       $5,905

Sample 9 – Early Retiree (Disabled) w/J&S option chosen

Retiree: Age at retirement 58 current age 60        Year’s of service: 
  17

FAE: 



21759.50

Promised Non-Qualified: 
  1833.36  

    Actual NQ1:                  0

Promised Qualified: 

  1576.88               PBGC Qualified2: 
  429.88

D & S Trust:


        0


  D & S Trust:                2799.47

Promised monthly total:         $ 3410.24                    Current Total:              $3229.35

Survivor Benefit from D & S Trust: 

FAE




                       21759.50

X 30%3





         .30
Net benefit before reductions: 

 
  6527.85

Early retirement reduction formula4


   x   .940

After Early retirement reduction

 
  6136.18

Under 25 years of service reduction5:


   x   .680

 Gross Survivor benefit from D&S6
                 

      $4,173

Sample 8 – Early Retiree (Disabled)

Retiree: Age at retirement 53.7 current age 57        Year’s of service: 
  22.7

FAE: 



18,387.75

Promised Non-Qualified: 
  1,315

    
Actual NQ1: 
                 0

Promised Qualified: 

  3,200

         PBGC Qualified2: 
1,475

D & S Trust:


  2,542


D & S Trust:                4,567
Promised monthly total:         $7,057

          Current Total:              $6,036

Survivor Benefit from D & S Trust: 

FAE




                       18,387.75

X 30%3





         .30
Net benefit before reductions: 

 
     5,516

Early retirement reduction formula4


   x   .807

After Early retirement reduction

 
     4,451

Under 25 years of service reduction5:


   x   .903

Gross Survivor benefit from D&S6
                 

      $4,019

Sample 9 - Survivor of deceased retired (normal) pilot with J&S option on DB plan

Retiree: Age at retirement 60  age at death 65        Year’s of service: 
  33

FAE: 



20,374

Promised Non-Qualified: 
  2,250

    Actual NQ1: 
    0

Promised Qualified: 

  2,389
         PBGC Qualified2: 
1200.14

Promised monthly total: 
$4,639

  Current Total:          $1200.14
Survivor Benefit from D & S Trust: 

FAE






   20,374

X 30%3





         .30
Net benefit before reductions: 

 
6,112.20

Early retirement reduction formula4

            x   .8275

After Early retirement reduction

 
5,057.85

Under 25 years of service reduction5:


   x     1.0

Gross Survivor benefit from D&S6
                 
                 $5,057.85

D&S benefit reduced $ for $ by DB benefit7
 
 1,200.14
Amount paid to survivor from D&S Trust

$3,857.71
Following is a re-Print of a forwarded email highlighting work by Evan Gost and Jim George.
SURVIVOR BENEFITS

FROM THE DELTA PILOTS DISABILITY AND SURVIVORSHIP PLAN

By Ev Gost and Jim George

5/1/2008

This article is based upon the research and opinions of the authors. Although the information is believed to be accurate, no warranties are made or implied as to the accuracy of the information contained herein.  

Even in the post-bankruptcy environment, the Delta Pilot Disability and Survivorship Plan (D&S Plan) provides a benefit to eligible survivors of deceased Delta pilots (including both disabled and normally retired pilots) — a survivor’s benefit that is distinct from and in addition to any joint life annuity benefits payable under the  Delta Pilots Retirement Plan.  This article will review the survivor benefits under the D&S Plan and discuss potential threats to those benefits.  

Survivors eligible to receive benefits from the D & S Plan include the “Qualifying Spouse” and in addition, may include natural born or legally adopted children under the age of 19 (under age 23, if still in school.)  (IMPORTANT NOTE:  A “Qualifying Spouse” is a spouse who was married to the pilot while he/she was an active Delta pilot, and who remains the pilot’s legal spouse continuously up until the pilot’s death (see the Pilot Benefits Handbook for details.)

HOW MUCH CAN A SURVIVING SPOUSE EXPECT TO RECEIVE?

If you elected a lump sum distribution from the Delta Pilots Retirement Plan, a rough approximation of the surviving spouse’s benefit under the D&S Plan is the amount of annuity income that you were receiving from the Delta Retirement Plans (both Qualified and Non-Qualified) prior to Delta’s bankruptcy. For pilots who retired after Sept 1, 2005,

a rough estimate is one-half of the formula retirement benefit that should have been payable if the Delta Pilots Retirement Plans had not been terminated.

A more accurate estimation involves calculations based upon final average earnings, years and months of Delta service, age at retirement, and variable increases that have occurred since the date of your retirement. An up-to-date estimate of your survivor’s benefits from the D&S Plan can be obtained by making a request through the Employee Service Center (1-800-MY-DELTA.) In the near future, a worksheet that calculates estimated survivor’s benefits may be posted on the website of the Delta Disabled Pilots and Survivors Association (DDPSA) at www.ddpsa.org. 

Finally, most retiring Delta pilots elected a “single life annuity” from the Delta Pilot Retirement Plan based on their reliance on the survivor’s benefit provided by the D&S Plan. However, if you elected a joint life annuity under the Delta Pilot Retirement Plan, an additional survivor’s benefit may be payable from the PBGC.

DETAILS OF THE CALCULATION 

There are various formulas relating to the age of the pilot at the time of death and the number of eligible family members.  In general, a surviving spouse is entitled to a benefit that equals 30% of the pilot’s Final Average Earnings (FAE) if the pilot had at least 25 years of Delta service prior to retiring at age 60. For pilots who had less than 25 years of Delta service, the survivorship benefit is prorated based upon the pilot’s number of months of service with Delta as compared to 300 months (25 years of service.) There is also an early retirement reduction of 3% per year (.25% per month) for pilots who retired before age 60. One-half of the Survivorship Benefit has a variable feature which has the potential to increase the benefit significantly over time. Examples of the calculation of Survivorship Benefits provided by the D&S Plan are included in Attachment #1. Details about the variable benefit are included in Attachment #2.  

CHANGES THAT OCCURRED UNDER BANKRUPTCY 

During the Bankruptcy process Delta and ALPA negotiated Letter of Agreement #51 (LOA #51) which made changes to the D&S Plan. However, these changes did not affect: 

a. disability and survivorship benefits of pilots who retired on or before June 1, 2006, (or were considered to be retired as of that date), 

b. survivorship benefits of survivors receiving benefits from the D&S Plan or

c. survivorship benefits of pilots who retired before January 1, 2008. 
The major changes under LOA #51 included the following:

1. In the course of negotiations, ALPA agreed to allow Delta to spend $60 million per year from the D&S Trust Fund to pay for pilot sick leave and other expenditures in addition to the previously authorized D&S Plan benefits. This $60 million annual draw from the D&S Trust appears to have filled a gap between the negotiating positions of Delta and ALPA.

2. Future D&S Plan liabilities were reduced by replacing earnings-based survivor benefits with term life insurance beginning in January 2008.  

3. Future disability benefits were modified to incorporate various offsets and to terminate at the mandatory FAA retirement age. In lieu of the post-retirement disability benefit, disabled pilots (who were not considered to be retired on or before June 1, 2006) will receive contributions to a defined contribution retirement plan in the amount of 22% of the Long Term Disability benefit until reaching the FAA mandatory retirement age. 

4. The D&S Plan participant base was permanently restricted to include only pilots, retired pilots and survivors of deceased pilots.

5. LOA #51 language also included modifications to the disability benefits of retired pilots; however, a bankruptcy court stipulation restricted the enforcement of such modifications.  

6. A funding mechanism was defined. Beginning in 2011, if the D&S Trust assets fall below $1.2 billion, Delta will be required to contribute to the D&S Trust, $60 million annually or 4% of free cash flow, whichever is less. However, Delta will continue to have the right to withdraw $60 million annually from the D&S Trust Fund for pilot vacation and sick pay.

7. The source of funding for D&S Plan benefits was expanded to specifically include Delta, rather than having the Benefit Fund (primarily the D&S Trust Fund) as the sole source of funding benefits. 

8. ALPA was granted an unsecured claim in the amount of $2.1 billion (to be allocated among active pilots) as compensation for contractual concessions. Additionally, LOA #51 entitled ALPA to receive a note in the amount of $650 million (to be allocated among active pilots) in the event that the Delta Pilots Retirement Plan was terminated.

FINANCIAL STATUS OF THE D&S PLAN

The latest information available to Plan Participants is contained in the IRS Form 5500 (and accompanying financial statements) for the plan year that ended on June 30, 2006.  As of June 30, 2006, the D&S Plan had assets valued at $1.65 billion and stated Plan Benefit Obligations amounting to $1.715 billion. Notably, the $300 million of Plan Assets that will be used to pay pilot sick and vacation pay from 2006 through 2010 is not reflected as a Plan Benefit Obligation; therefore, it is reasonable to expect that D&S Trust assets will fall far below total plan obligations by the year 2010. 

LOOKING TO THE FUTURE

Delta repeatedly has stated that it intends to maintain the D&S Plan indefinitely; however, Delta has reserved the right (subject to the collectively bargained agreement) to modify or terminate the Plan. If the Plan is terminated, Plan assets cannot revert to Delta, but must be reserved to pay benefits to plan participants. It appears that there would be little incentive for Delta to terminate the D&S Plan as long as there are sufficient assets in the D&S Trust to cover Plan liabilities.

Even if the D&S Trust eventually runs out of assets, the Pilot Working Agreement may provide protection against Delta’s ability to terminate the D&S Plan. ALPA arguably has a moral, if not a legal obligation, to protect D&S Plan benefits. The active Delta pilots received a claim in the amount of $2.1 billion in recognition of contractual concessions under LOA #51. One of the major concessions was the authorization for Delta to draw an additional $60 million annually from the D&S Trust Fund for expenditures such as pilot sick leave and vacation pay.  If the concessions, for which active pilots were rewarded, result in depletion of D&S Trust assets, it would seem reasonable to expect ALPA to protect benefits that were originally intended to be paid by the D&S Trust.

A major concern of retired pilots is that in recent bankruptcy cases ALPA has been willing to make concessions that are detrimental to the benefits of retired pilots even though ALPA has refused to represent such retired pilots.

In summary, the security of D&S Plan benefits may rely on the answers to the following questions:

1. Will Delta fulfill its repeatedly stated intentions to maintain the D&S Plan?

2. Will ALPA prevent modification or termination of the D&S Plan in the event that Delta reverses course on its repeatedly stated intentions to maintain the Plan?

3. Will the merger with Northwest create additional obligations on the D&S Plan?

4. Will the D&S Trust have sufficient assets to continue to pay D&S Plan benefits if Delta is forced to terminate the D&S Plan as a result of a future bankruptcy?

It is impossible to predict events that could impact the future status of the D&S Plan. Unfortunately, there are valid concerns relating to mergers, long term pressure on the solvency of the D&S Trust and Delta’s reservation of the right to modify or terminate the Plan. If your estate planning is overly reliant on the existence of the D&S Plan survivor’s benefit, there may be a rude awakening for your surviving spouse if the D&S Plan is terminated. Finally, note that arguments for legal protection of retiree D&S Plan benefits are beyond the scope of this article.  

See Attachments #1 and #2 below.

Copyright Evan Gost and Jim George May 2008

ATTACHMENT #1

The following examples illustrate the calculation of the benefit for an eligible surviving spouse under the D&S Plan. Refer to the example that is similar to your situation. 

EXAMPLE #1: Normally retired Pilot with 25 years of service.
A pilot retired in 1995 at age 60 with more than 25 years of Delta service. His FAE was $200,000. The initial calculation of the survivor benefit is 30% of FAE, or $60,000 ($5,000 per month).  One-half of the monthly benefit ($2,500) is a Fixed Benefit; the other half ($2,500), a Variable Benefit. The Variable Benefit is converted to benefit units by dividing it by the benefit unit value as of the date of his retirement. The benefit unit value in 1995 was $21.66; therefore, the conversion produces 115.42 benefit units. If he dies in 2008, (benefit unit value = $37.30), his surviving spouse will be entitled to a Variable Benefit of 115.42 benefit units X $37.30 = $4,305.17.

Therefore, the total survivor benefit is:

Fixed benefit + Variable benefit = $2,500 + $4,305 = $6,805 monthly 

There may be future increases or decreases to the Variable Benefit, but it can never be less than the original amount ($2,500).  

EXAMPLE #2: Pilot retired with 22 years and 6 months of service at age 55. 

A pilot retired in 2003 at age 55 with 22 years and 6 months (270 months) of Delta service. His FAE was $250,000. The initial calculation of the survivor benefit is as follows:

FAE X 30% X (months of Delta service/300) X early retirement factor* =

$250,000 X .3 X (270/300) X .85 = $57,375 annually or $4,781.25 monthly

One half of the monthly benefit ($2,391) is a Fixed Benefit; the other half ($2,391) has a variable feature. The Variable Benefit is converted to benefit units by dividing it by the benefit unit value as of the date of his retirement. The benefit unit value in 2003 was $34.19; therefore, the conversion produces 69.92 benefit units. If he dies in 2008, (benefit unit value = $37.30), his surviving spouse will be entitled to a Variable Benefit of 

69.92 benefit units X $37.30 = $2,608

Therefore, the total survivor benefit is:

Fixed Benefit + Variable Benefit = $2,391 + $2,608 = $4,999 monthly 

There may be future increases or decreases to the Variable Benefit, but it can never be less than the original amount ($2,391). 

*The early retirement factor is determined by the following calculation:

1. Determine the number of months you retired before age 60.  

2. Multiply the answer from #1 by .0025 (in this example, 60 X .0025 = .15).

3. Subtract the answer from #2 from 1.0 (in this example, 1.0 - .15 = .85).

EXAMPLE #3: Former Western pilot, retired in 1995 at age 60.

A former Western pilot retired in 1995 at age 60 with 7 years and 5 months (89 months) of Delta service. His FAE was $160,000. The initial calculation of the survivor benefit is as follows:

FAE X 30% X (months of DeltaService/300) = 

$160,000 X.3 X (89/300) = $14,240 annually.

The initial calculation of the monthly benefit ($1,186) is divided into a Fixed Benefit in the amount of $593 and a Variable Benefit of $593. The Variable Benefit is converted to benefit units by dividing it by the benefit unit value as of the date of his retirement. The benefit unit value in 1995 was $21.66; therefore, the conversion produces 27.393 benefit units. If he dies in 2008, (benefit unit value = $37.30), his surviving spouse will be entitled to a Variable Benefit of 27.393 benefit units X $37.30 = $1,021.76

Therefore, the total survivor benefit is:

Fixed Benefit + Variable Benefit = $593 + $1,022 = $1,615 monthly 

There may be future increases or decreases to the Variable Benefit, but it can never be less than the original amount ($593).

EXAMPLE #4: Former Western pilot, retired in 2001 at age 60.

A former Western pilot retired in 2001 at age 60 with 14 years and 3 months (171 months) of Delta service. His FAE was $170,000. The survivor’s benefit is calculated as follows:

$170,000 X 30% X (171/300) = $29,070 annually or $2,422 monthly. 
The monthly Fixed Benefit is $1,211; and the monthly Variable Benefit, $1,211. Because Variable Benefit unit values have decreased since the date of retirement, the Variable Benefit will remain at $1,211 (total survivor benefit $2,422 monthly) until the variable unit value exceeds the unit value at the time of retirement. In 2001, the benefit unit value was $37.55. As of April 1, 2008, the benefit unit value is $37.30. Variable increases will begin to occur on April 1st of the year that the benefit unit value exceeds $37.55.   

EXAMPLE #5: Former Pan Am pilot, retired in 2001 at age 60 or greater.

A pilot joined Delta from Pan Am in 1991 and retired 10 years and 2 months (122 months) later at age 60 or greater. His FAE was $150,000. The survivor benefit under the D&S Plan is calculated as follows:

FAE X 30% X (months of DeltaService/300) = 

$150,000 X 30% X (122/300) = $18,300 annually or $1,525 monthly. 

One-half of the $1,525 monthly benefit has a variable feature that may increase the benefit in the future.  Because variable benefit unit values have decreased since the date of retirement, the Variable Benefit will remain at $712.50 (total survivor benefit $1,525 monthly) until the variable unit value exceeds the unit value at the time of retirement. In 2001, the benefit unit value was $37.55. As of April 1, 2008, the benefit unit value is $37.30. Variable increases will begin to occur on April 1st of the year that the benefit unit value exceeds $37.55.   

EXAMPLE #6: Disabled pilot, retired at age 60. 

A pilot suffered a heart attack that ended his flying career in at age 53, in 1989.  He remained on the seniority list in a disabled status for 7 years and retired at age 60 in 1996 with over 25 years of credited Delta service. His FAE at the time of his disability was $120,000. His Long Term Disability (LTD) benefit was initially $60,000 annually, but as a result of the variable feature, his LTD benefit increased to $75,154 on the date of his retirement. His Retirement Plan “formula benefit” of $72,000 (whether or not he elected the lump sum distribution) was deducted from the LTD benefit, providing him with a net benefit from the D&S Plan of $3,154 annually ($263 monthly) in the first year after his retirement. At the time of his death in 2008, he was receiving an annual net benefit from the D&S Plan in the amount of $8,598 ($716 monthly.) This net benefit is a result of his LTD benefit having increased to $102,007 and the reduction for retirement benefits (the offset) having increased to $93,409. 

The survivor benefit under the D&S Plan is 50% of the LTD benefit payable immediately before his death (before offset for retirement benefits.) In this case, 50% of the $102,007 annual LTD benefit = $51,003 annually or $4,250 monthly. The variable portion of the benefit may increase over time, but can never be less than $1,250 (50% of the variable portion of his original LTD benefit.)

ATTACHMENT #2

        INFORMATION ABOUT THE VARIABLE PORTION OF D&S BENEFITS

As discussed earlier, D&S Plan benefits are divided into fixed and variable portions. The variable portion is converted to benefit units by dividing the dollar value of the variable portion by the benefit unit value as of the date of retirement or the date that the payment of benefits commence under the plan, whichever comes first. Benefit unit values are determined each year on April 1st.  The benefit unit value is multiplied by the number of benefit units to determine the Variable Benefit. Accordingly, the variable portion of D&S Plan benefits may increase each year on April 1st depending upon the investment performance of the assets in the D&S Trust; however, the Variable Benefit can never decrease below one-half of the initial benefit. 

The formula for determining the magnitude of variable increases uses a 5 year weighted average of actual investment performance minus 6.5%. The investment performance in the most recent calendar year is counted 5 times; the yield in the previous year, 4 times; the yield 2 years previously, 3 times; the yield 3 years previously, 2 times; and the yield 4 years previously, 1 time. The sum of this calculation is divided by 15 to produce a weighted average of the investment performance. The weighted average of investment performance is reduced by 6.5% to produce the annual change in the benefit unit value.     

The table below lists the benefit unit value for the years 1980 through 2008.

YEAR
BENEFIT UNIT VALUE
YEAR
BENEFIT UNIT VALUE


  

1980 $7.92 

  
1998

$28.51

1981 $8.54


1999

$31.65

1982 $9.02


2000

$35.42

1983 $9.97


2001

$37.55


1984 $11.04


2002

$37.29

1985 $11.63


2003

$34.19

1986 $12.68


2004

$33.68

1987 $13.92


2005

$33.78

1988 $14.69


2006

$34.29

1989 $15.54


2007

$35.59


1990 $16.92


2008

$37.30

1991 $17.31



1992 $18.66



1993 $19.80



1994 $21.19



1995 $21.66



1996 $23.39



1997 $25.50

  

The above was a document received by email and credited to
the work of Evan Gost and Jim George.

Part II: 
Condition of D&S Trust?
Mark,
You have gone into depth about several areas that have a great impact on retired pilots.  The following was posted today on the YGTBSM forum which you might like to adopt for a future newsletter:

marcy eisenburg 
Posted: Mon Jun 25, 2007 11:57 am    Post subject: Pilots Disability and survivorship plan Is it the goal of Delta to drain the assets of the plan until it doesn't exist any more. I noticed that between July 1 2005 and June 30th 2006, the plan lost about 40% of it's value. Most of it was benefits paid. Is this the special sick leave payment Delta took from it? Will this deterioration continue? Should I not include this plan in any personal survivorship planning? 

The very first thing that we must make sure of is that we are looking at the correct report.  DAL sent out a report on the Family Care D & S plan that does not apply to pilots or their survivors.  The question above looked at Family Care D&S summary! Not Pilot’s D & S!  

1) Facts from annual report
a) Below is a summary of the annual report ending June 30, 2006 and the most recent Plan summary (even our recent letter from Kight dated June 21, 2007 with the “corrected” summaries of the annual reports were for reports that are a year old ending on June 30, 2006.  
2) Statement of changes to plan (adopting of speed-brakes) the following facts about future event causing a draw on the trust indicate that the 
a) Removal of active pilot death survivor benefits from trust:  This singular move reduces the trusts ongoing obligations to young survivor families for many years to come.  

b) Disability formula applied to current and near term future wages are lower amounts: 

c) Conditions not as conducive to retire on disability.  Because of circumstance changes with current PWA there are expected to be no major increase in pilot disability retirements since the premium has been in large measure removed.  If on the other hand, the pilot contract saw major increases in wages (40-50%) and we in turn saw major increases in the number of LTD pilots, then the current funding of the trust would have a strain.  Neither situation is likely nor expected. 
d) All current retired pilots mortality and survivor benefits are factored:  It is quite easy to take a population the size of our retirement group and calculate the extent of survivor benefits to payout and for how long.  These future draws have been factored and should present no major problem for the trust nor any major surprise. 
3) DAL’s ongoing obligation:  Delta is not off the hook.  While the Company during bankruptcy could have pointed their evil eye toward termination of this Plan, they did not.  They chose, for various reasons (the biggest I am convinced is that no current obligations for funding were due), to alter the Plan through negotiation.  ALPA and the Company agreed to change the Plan and by so doing created less near term pressure of funding obligations from the Company.  Currently, you can see that the Plan is meeting its existing draws and can even project meeting its future anticipated draws without significant additional funding.  Of course that picture changes should the market results and management results suffer, and should the obligations for future draws exceed expectations.  In the event of the latter, and the Plan falls below $1.2 billion in assets, then the Company would have an obligation to fund it to meet minimums. Now a few questions: 

a) Will the Plan require additional funding?

i) At some point that is a strong likelihood, the Plan will likely require additional funding.  The near term picture, however, looks rosier.  It is unlikely that a need for additional funding will be required in the next few years.   
b) Will the Company come through with the necessary funds? 

Part III: 
Future Issues? Future issues by in large are question marks! But, we can draw some reasonable conclusions from these following questions in Part IV, based on conditions and history.  
1) Collective Bargaining (will ALPA & the Company do the right thing?)
2) Plan management (Will management continue to be responsible)
3) Anticipated draws 
4) Effect of speed-brakes (reduction of $67, 406,000 in 2006)
5) DAL’s responsibilities (contribution requirement below $1.2 billion and moral obligation to maintain viability of plan). 
Part IV: 
Summary
1) My take on our “promised” benefit:
a) Retirees who did not retire on disability:  This group is the overwhelming number of us retirees and from the Plan we have a simple benefit –survivor income.  (Note: In case you had a question about disability income, since you retired normally, you are now no longer eligible to collect any disability benefit from the plan).  The formula is simple and straight forward (see Part I to determine your number).  It is also one of the few elements of our retirement picture that survived virtually intact through the CH11 process and predominantly unchanged since at least 1997. .  I view that as a favorable situation and one in which we can take some level of solace.   Since many of us have seen a reduction in our qualified (and non-qualified) pension income, our survivors may see an actual pay raise upon our final flight west.  All that being said with a number of “ifs” as a caveat  (See summary of plan by Gost in “Looking to the Future” page 18) , I believe, therefore, that a retired pilot will likely  have a reasonable assurance on the benefit promised as being a future reality. This should help many of us when we take the D&S into our overall estate planning picture.

b) For retirees who retired on disability and are already collecting a monthly benefit from the plan:    You of all pilots have stayed quite attuned to the condition of the trust and plan since it affects your daily lives.  You may have not have learned any new information in this series, but hopefully you should realize from independent assessment that the trust that provides you with a disability living benefit and potentially provide your survivors with a family benefit is in relatively reasonable shape.  Since many of us have seen a reduction in our qualified (and non-qualified) pension income, our survivors may see an actual pay raise upon our final flight west.  All that being said with a number of “ifs” as a caveat  (See summary of plan by Gost in “Looking to the Future” page 18) , I believe, therefore, that a retired pilot will likely  have a reasonable assurance on the benefit promised as being a future reality. This should help many of us when we take the D&S into our overall estate planning picture.
2) My take on the Trust’s condition:
a) With the recently instituted “speed-brakes” on the plans distributions, the overall condition of the Plan and Trust are reasonably healthy.  Contrast the Pilot D&S with the Family Care D&S.  You quickly see that if responsible management continues, and no new exotic agreements reached to increase obligations of the plan dramatically, then the Plan should remain healthy for years to come.  Not only is there a marked total asset balance difference, but there is a equally impressive total obligation difference.  Further there is a continual company funding obligation to the Family Care D& S that presently does not exist for the Pilot D&S.  
3) My take on issues facing Plan and/or Trust:
a) Collective bargaining: The pendulum in labor relations is beginning to swing. I see the valley that relations have been in because of bankruptcy as not ever being that low again for some time to come. That said, I do not see the union or the company allowing any reductions in benefits in this D&S Plan.  Even if there were another quasi letter #51 negotiated in the future, I do not see that those retired would have any retroactive benefit change.  Much like the way that Letter 51 grandfathered retirees, so too future agreement changes (if any) will do the same.  I see that collective bargaining is of minimal threat to any retiree’s or survivors existing or future promised benefit.   
b) Plan management:

c) Anticipated draws:

d) Effect of “speed-brakes”:

e) DAL’s responsibilities: DAL walked away from their contracted and financial responsibility concerning our DB plan.  In contrast, they have never indicated a desire or plan to cease future contributions or terminate the D&S Plan altogether. There is a God and somewhere in the bowels of Widgetdom He put His foot down.  I do believe, however,  that this Plan could be placed on the chopping block at some future moment in time.  But that move would create a big PR problem for cold and callous managers who are walking away from the disabled and pilot survivors. Even the Grinch can find a heart when the whole world’s focused attention views him as heartless. Politically, the D&S Plan would be a very hard thing for DAL to shirk.  Secondly, they may well not have to worry about it much.  By that I mean their necessary level of contributions may not burden the airline.  If the Trust can be managed in such a way as to grow Plan assets and meet future obligations, then DAL’s obligations to keep it solvent become a no burden operation.  For both of the above reasons I do not see DAL changing their legal, (and I might add moral) obligations to the D&S Plan when needed.  
4) My collection of checklists:

a) Plan Summary Reports:

b) Survivor’s Checklist: 
INFORMATION TO KNOW IN THE EVENT OF A DEATH

Benefits which may be payable upon a pilot’s death before retirement are summarized

below. We recommend that survivors always notify the appropriate contact to begin

receiving benefits.

Company-Sponsored Benefits

(Contact the Delta number listed in Quick Reference Guide under “Survivors”).

1. Basic life Insurance. Company Paid.

The Basic Life Insurance Benefit is $50,000

2. Disability and Survivorship Plan Survivor Benefits. Company Paid.

These benefits are paid from the Disability and Survivorship Plan (“D&S Plan”),

and range from 25 % to 35% of a pilot’s final average earnings, based on the

number of Eligible Survivors (spouse and dependent children). Benefits

continue for the surviving spouse until the spouse’s death. Eligible children

continue to receive benefits until age 19 or age 23 if a full-time student.

3. Supplemental Pre-Retirement Income Plan Survivor Benefits. (Contact

Delta number listed in Reference Guide under “Retirement and Personnel

Benefits”). Pilot paid.

Supplemental Survivor benefits from the Retirement Income Plan are optional

once a pilot has attained age 35, completed 5 years of service, and has been

married one year. The amount of the survivor benefit is equal to one half of the

pilot’s earned benefit at time of death, reduced for age, years of service, and

the J&S annuity. This benefit does not become payable until the date the pilot

would have reached at least age 50.

4. Money Purchase Pension Plan – (Contact Delta number listed in Reference

Guide under “Retirement and Personnel Benefits”). Company paid,

contributions ceased on December 31, 2004 with the plan freeze.

5. Family-Care Savings Plan. (Contact Fidelity number listed in Reference

Guide under “FCSP”. Company paid and pilot paid.

The Savings Plan account balance (if any) is paid to the pilot’s surviving

spouse, or if previously elected by both the pilot and spouse, an alternate

beneficiary.

6. Medical & Dental Coverage. (Contact Delta number listed in Reference Guide

under “Medical/Dental Plans”). Company paid and survivor paid.
Medical/dental coverage may be continued by an Eligible Survivor provided the

required premium is paid. When monthly benefits stop due to loss of Eligible

Survivor status, eligibility for continued medical/dental coverage also ends.

7. Optional Life Insurance – (Contact Delta number listed in Reference Guide

under “Survivors”). Pilot paid.

Optional Life Insurance – Benefit from $10,000 to $500,000

Accidental Death & Dismemberment – Benefit from $16,500 to $750,000

Private Pilot – Benefit from $15,000 to $300,000

8. Flight Passes (Contact Delta number listed in Reference Guide under “Pass

Benefits”.

Passes are available to spouse and dependent children.

9. Credit Union (Contact Delta number listed in Reference Guide under “Credit

Union”).

Pilot may have an account with the Credit Union.

ALPA-Sponsored Pilot-Elected Benefits

(Contact ALPA as listed in Quick Reference Guide under “ALPA Sponsored

Benefits”).

Mutual Aid (Pilot paid)

Delta Pilots’ Mutual Aid Life Insurance – (Contact DPMA as listed in

Quick Reference Guide). Death Benefit of $1,000 if a member.

Miscellaneous

Social Security – (Contact number listed in Quick Reference Guide under

“Social Security.”)

Military Benefits – If pilot served in the military, additional militarysponsored

benefits, including survivor annuities, may be payable.

In summary, in the event of a pilot’s death, it is very important that all the survivors are

aware of all potential benefits, including those outside of Delta and ALPA. A “Survivor’s

Checklist” should be completed by the pilot, discussed with family members and kept in a

safe place.
Survivors' Checklist

This booklet has been prepared for you by the Air Line Pilots Association as an aid to you

and your family in the event of your death. 
After completing the information suggested in this booklet, review and update it at least

once every three years, or sooner if your family or financial situation changes substantially

or if your pilot group negotiates a new contract with your airline.

Place this booklet wherever you keep your other important papers, and make sure your

spouse or next-of-kin is aware of its location.

If you have not already done so, be sure to draw up a will. If you have one, determine

whether it needs updating due to a change in family status, births, deaths, divorce or

remarriage.

A supplement to the Widget--remove and retain for reference.

ALPA-PROVIDED DEATH BENEFITS

Group Term Life

Accidental Death and Dismemberment

As an ALPA member, you are eligible to enroll in several ALPA benefit programs, including a member life

insurance program through AMEX Life Assurance Company and an accidental death and dismemberment

program. If you elect to be covered, you should be sure to include that the type and amount of coverage on

your assets and liability form in this booklet. In the event of your death, your beneficiary should contact

Air Line Pilots Association

Membership Services Department

535 Herndon Parkway

Herndon, VA 20170

Mutual Aid

If you are an ALPA member and participate in the mutual aid program, your beneficiary is entitled to a

death benefit of $1,000 from the ALPA Mutual Aid program. Application for the benefit should be made

to

Air Line Pilots Association

Mutual Aid

535 Herndon Parkway

Herndon, VA 20170

Government-Provided Death and Survivor Benefits

Social Security Survivor Benefits

Your surviving spouse and dependent children may be entitled to Social Security survivor benefits if you

have paid FICA taxes for six or more quarters (1 1/2 years) during the last 13-quarter period. The following requirements must be met:

Surviving Spouse

A widow or widower is entitled to surviving spouse's benefits if he or she

· is age 60 or over (or at least age 50 and disabled);

· isn't entitled to an individual Social Security benefit equal to or greater than the deceased spouse's benefit;

· files an applications; and

· is unmarried at the time of application (unless the remarriage occurs after age 60). In addition, one of the following conditions must be met. The surviving spouse

· must have been married to the deceased for at least nine months before death (unless death was the result of an accident);

· was entitled to spouse's, dependent parent's, parent-of-entitled-child, or childhood disability Social Security benefits (or their Railroad Retirement Act counterparts) in the month before marriage to the deceased (or would have been so entitled upon attaining the requisite age or filing an application); or

· was the natural or legally adoptive parent of the deceased spouse's child.

The normal unreduced benefit payable to an eligible surviving spouse at age 65 is 100 percent of

the amount that you were eligible to receive as an old-age benefit. Reduced survivor spouse's benefits are

payable as early as age 60 (50 to a disabled surviving spouse).

A surviving spouse caring for an entitled child of a deceased worker is eligible for a benefit equal

to 75 percent of the worker's benefit, regardless of age. This benefit is payable until the child is 16 years

old or longer if the child is disabled.

Generally, remarriage before age 60 terminates the right to surviving spouse's benefits.

Dependent Children

Your natural or adopted child may be entitled to a child's insurance benefit. Children's benefits, normally

payable only to age 18, may be payable beyond that age to persons disabled before age 22. Generally,

children's benefits can continue to age 19 for students still in elementary or high school.

The child's benefit is 50 percent of his or her living parent's old-age or disability benefit, or 75

percent of a deceased parent's benefit.

Social Security Burial Benefits

Social Security pays a lump-sum death benefit of $255 in addition to monthly survivor benefits.

Veteran's Benefits

Veterans discharged under conditions other than dishonorable are entitled to burial in a national cemetery

or to an allowance for a headstone or grave marker. Dependent spouses and survivors may be entitled to

additional benefits and should contact the nearest regional office of the Veterans Administration for

additional information.

Worker's Compensation

Worker's Compensation death benefits vary from state to state. Contact the Worker's Compensation Board

of your state of residence for more information.
Prepared by ALPA's Retirement & Insurance Department
c) Who to contact list:

D&S Plan Players and references: 

Plan Sponsor – Delta Air Lines, Inc 
Delta Employee Service Center – ESC

P.O. Box 52045

Phoenix, AZ 85072

800-MY-DELTA
ESC.Delta@delta.com 
Plan Actuary - Towers-Perrin 

Peg McDaniel

Contact Towers-Perrin
Plan Beneficiaries – All Delta Pilots (Active + Retired)

Pilot Representative – D-ALPA

Survivor’s Benefits Department at 404-715-2018
Karen L. Browne-Fleck, CEBS, PHR

Senior Benefits Specialist

Delta Master Executive Council

100 Hartsfield Centre Parkway, Suite 200

Atlanta, GA 30354

(404) 763-4932

(404) 763-5189 Fax

Email: Karen.Browne@alpa.org 
Members of PLAN Administrative Comm:

1114 Committee Chair
Cathy Cone, 

832.541.8842

DDPSA Contact Info Page:
http://www.ddpsa.com/contact_us.htm 
Kelly Torpey

DAL Trust Rep

Kelley.a.torpey@delta.com
Robert L. Kight

DAL Senior VP- Benefits

Robert.l.kight@delta.com
Patty DeJesus (Former D&S Trustee)
Harvey Watt –ATL 

Retiree Info Concerning the Delta Pilots Disability & Survivorship Plan

Mark J Sztanyo –Retired DAL pilot and editor of “Retiree Info Concerning the Delta Pilots Disability & Survivorship Plan”

Marksztanyo@gmail.com
859-525-0259
5) Closing Comments: 

I have enjoyed putting this document together and hope that you found it useful.  

A couple of lingering questions:

While the trust could end up providing for my survivors and family in the hundreds of thousands of dollars, why is the information flow so dismal?  Why does there remain so much mystery within our community?  Why cannot we get a simple benefit guide produced and sent out with the pertinent information?  

One of the reasons that the situation surrounding the condition and qualifications to receive benefits from the D&S Trust are mysterious, is expense.  It is simply expensive to produce informative quides and statements and then mail them to thousands annually.  For a prudent and conservative manager it may seem very much like a waste of money, the very assets inside the trust designed to be of benefit in time of need.  However, with that being stipulated expense can be minimized a great deal by electronic distribution or web publishing of reports.  
It has been suggested that there may be some reticence to publish an interpreted rosy condition of the trust so as in an attempt to avoid abuse.  If pilots surmised that a personal pot of gold was waiting for anyone who qualifies ….would we see some increased attempts at abuse?  Well, maybe!  Active disability claims have been removed so any abuse from this direction has been virtually eliminated.   I cannot understand what other valid reasons that there might be for so little information and so much mystery.  Don’t you think that the information flow surrounding this trust should be a little more open?  We have plenty of souls who are receiving living benefits from this trust that have a good deal of knowledge about it.  I am certain that if a committee were to ask some volunteers to help them construct a plain language assessment and “guide booklet” describing a normal retired pilot’s survivor  benefits, that would not be a problem.  Maybe with the organization and publication of a DDPSA website and maybe with the more targeted “home page” on the DAL intranet for retirees and survivors, this situation will improve.      Let’s all hope so.  
End of discussion on D&S Plan
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