RSP 048      1/15/07

The RSP Periodic Email Archive:

With somethings old, somethings new, somethings borrowed and sometimes blue!

Please realize that the focus of RSP was never intended to be a pension mess. When this is over and done with, I will direct this email and website in a lighter direction.  I post almost every email that I receive, with last names removed unless granted permission.  The editor does not always agree with contributors, but protects their right to share opinion We will share info that we think our community will find pertinent and enjoyable. Thank you for staying in touch and happy retirement!

The following are the RSP email archives that I still have, complete with grammar and mis-spelled SNAFU's!  Caution, when reading archives keep in mind our world is a dynamic place and many bits of information become dated and are super-ceded by later updated info.
Dear Retired Delta Pilot,
I admit I have been focused on the forest and not the trees.  The forest being; a terminated pension, taken over by the government, with reduced benefits.  Well, other than the pennies on the dollar payback for the NQ through the claim settlement (see below synopsis of NQ calculator), we all may see a major repair to the qualified portion of our annuity.  If that is the case, God Bless us, each and every one.  
 

But what I have not paid a whole lot of attention to is a couple of other situations;  The over-withheld FICA and eligibilty for HCTC.  
While everybody is focused on the NQ "calculator" published on the DP3 site, many of us haven't realized what a big deal the HCTC could be.  Take a look and let me know what you know and we will pass it on. 
 

Look, I don't know if everybody will be able to sell claims for a descent return like $.65 on the dollar or not, but if that happens for the vast per centage of the DAL claims (all $15 billion worth) then you and I would see a significant repair to our DB plan.  A side benefit may be that retired pilots may qualify for a HCTC tax credit on on medical premiums paid (see below).  But if you stop and think about it, there is another side benefit.  When this is all said and done, our retirement income stream, from investments and any annuity, will be completely INDEPENDENT of the fortunes of a likely merged and incredibly debt burdened Delta.  I know that you have given that some thought. No one would have guessed that we would be OK with a terminated plan and government control.  It may just happen.  And, while there are a few clubs out there that will beat their chests and claim victory so that they can squeeze more dues money out of the retirees, I am not so sure that they are justified.  In fact much of what has happened, has really resulted more because of circumstance rather than court victories. 
 

You may already be completely up on the HCTC and the FICA refund, but if not below is some information that may interest you. 
Important info of the IRS web site concerning qualifying for HCTC. Please note that most states have a qualifying plan like Blue Cross that could make you eligible for this large 65% tax credit.   
I am sure you all understand this, but it may be worth repeating anyway.  A tax credit is much better than a deduction because it comes off your tax obligation dollar for dollar.  
 

Below is a partial lisitng of FAQ from DAL explaining what the HCTC actually is and how one is qualified:
HEALTH COVERAGE TAX CREDIT (HCTC) FAQs (Applicable only to Pilots)

(updated 12/19/2006)

Q. What is the Health Coverage Tax Credit (HCTC) that I’ve heard about?

A. The Health Coverage Tax Credit (HCTC) is a federal tax credit that pays 65% of

qualified health plan premiums for eligible trade- impacted workers and certain Pension

Benefit Guaranty Corporation (PBGC) benefit recipients. The IRS administers the HCTC

Program in partnership with other federal agencies, the states, and the private health

industry.

Q. Does Delta decide if I am eligible for the HCTC?

A. No. Eligibility is determined by the federal government agencies responsible for

administering the HCTC in accordance with the law and regulations concerning this tax

credit.

Q. Will I qualify for the HCTC if I get a pension payment from the PBGC?

A. One of the ways that an individual may qualify to receive the HCTC is if he or she is a

retiree, survivor or alternate payee, at least age 55 years old, who receives pension

payments from the PBGC. Receiving a pension payment from the PBGC makes you

potentially eligible for the HCTC. However, there are other factors that may disqualify a

person from qualifying for the HCTC even if they are receiving a payment from the

PBGC. Therefore just because yo u get a payment from the PBGC does not mean you will

qualify for the HCTC.

Q. How can I be disqualified from the HCTC?

A. There are several factors that can disqualify you from the HCTC. For instance, your

health plan may not be qualified, you may be entitled to Medicare, or you may be entitled

to health coverage through the military health system (TRICARE/CHAMPUS). These are

just some of the things that may disqualify you. Check the IRS website

http://www.irs.gov/individuals/article/0,,id=109915,00.html to find out if you are eligible

for the HCTC.

Q. Is my Delta coverage qualified for the HCTC?

A. COBRA continuation coverage from Delta is the only Delta coverage that is

“qualifying” for purposes of the HCTC. This means that if you have the Delta COBRA

plan you can use the HCTC to pay for 65% your premium. The Delta Pilots Medical Plan

(DPMP) retiree coverage is not a qualified plan for the HCTC. Even if you receive a

pension payment from the PBGC and enroll in Delta’s COBRA coverage or another

qualified plan, you must still meet all other qualification requirements to be eligible for

the HCTC. Refer to http://www.irs.gov/individuals/article/0,,id=109915,00.html for more

information.

 

Here is the re-print from the IRS site of qualifying plans:
 

	HCTC: Individuals - Qualified Health Plans

	 

	In accordance with the legislation that created the HCTC, being enrolled in a qualified health plan is a requirement for claiming the HCTC. Additionally, the family member(s) you want to qualify for the HCTC must also be enrolled in a qualified health plan, either under your qualified plan or under a separate qualified plan. Please note, however, that enrolling in a qualified health plan does not guarantee you will receive the tax credit.

Types of Qualified Health Plans
The following types of health insurance plans are qualified for the HCTC:

1. COBRA extended health plans:  COBRA, short for the Consolidated Omnibus Budget and Reconciliation Act of 1985, requires most employers with group health plans to offer employees the option to temporarily extend their job-based health coverage in the case of a layoff, termination or other specified event.

2. Non-group (Individual) coverage:  This coverage must have been purchased as an individual policy and you must have been enrolled in this type of plan at least 30 days before separating from the employer that made you eligible for TAA, ATAA or PBGC benefits.  Non-group coverage is usually provided under a contract issued to one individual or family and purchased through an insurance company, an agent, or broker.

3.  Spousal coverage:  Coverage under your spouse’s employer-sponsored health plan is allowable, but only if your spouse’s employer pays less than 50% of the cost of coverage.  If your spouse’s coverage is COBRA, you can enroll in the advance payment option; if it is not COBRA, you can only claim the credit when you file your federal tax return.

4. State-qualified health plans:  View the List of State-Qualified Health Plans.  If your state does not currently offer a state-qualified health plan, you may still be able to enroll in one of the three other types of qualified health plans, which are automatically qualified for the purposes of the tax credit.

There may be multiple health plan options available to you in your state.  You should review and compare these options to decide on the best choice for yourself and your family.




HCTC good links: 
Here is a link to check out from the IRS HCTC home page: http://www.irs.gov/individuals/article/0,,id=109960,00.html
This link lists the chk list that one follows to qualifiy for the HCTC 
(Please note that the eligible ages are between 55-65): http://www.irs.gov/pub/irs-utl/irs-pub4468-pbgc-regto-dolist.pdf
Here is a link to check out from the IRS HCTC Kit. http://www.irs.gov/pub/irs-utl/hctc_program_kit_07-05.pdf
 

3 Important HCTC facts you may not know:  
1. How soon after a pension plan is assumed by the PBGC can an individual claim the HCTC on his or her federal tax return and/or register for the advance HCTC?
As long as the individual is enrolled in a qualified health plan for that month, the first month an individual can claim the HCTC on his or her federal tax return is the month of the PBGC's official trusteeship of the employer's pension plan. For example, if the PBGC trustees a plan on November 30, the individual can claim the credit for all of November. An individual can register for the HCTC advance payment program as soon as he or she receives the HCTC Program Kit in the mail, which is after the PBGC sends eligibility records to the HCTC Program. If the individual is enrolled in a qualified health plan for months prior to receiving the first advance payment for the HCTC, the individual can claim those months on his/her federal tax return.

2: What is IRS Form 8885? A: You should use IRS Form 8885 to claim the HCTC on your federal tax return. This form helps you determine if you are eligible and provides instructions for claiming the credit. You should complete and submit it along with your federal tax return. If you do not have IRS Form 8885, call the IRS at 1-800-TAX-FORM. You may also download the form at http://www.irs.gov/pub/irs-pdf/f8885.pdf.
3. POSSIBLE BOMBSHELL !!! HCTC may also apply to a HSA (Health Savings Account). As long as the HSA does not pay the premiums of your health insurance you may also get a benefit for the HSA.  More on this later. 
 

Important info on the FICA withheld from your last paycheck (thanks Steve):
Hi Mark,  Thanks for all the updates.  Much appreciated.

    Here's a heads-up for anyone else who had a large amount withheld from their final payout, for FICA payments on future NQ monthly payments, which were never received.  My tax accountant is pretty sharp, and when I explained what had happened, he had me send him as much documentation as I had along with a letter of explanantion.  He prepared a Form 843 that I filed separately, but at the same time I filed my 2005 return.  We attached all the documentation, and I sent it in.  Every 3 months I got a form letter from the IRS saying they were still investigating.  Anyway, I got a nice Christmas surprise in the middle of December for a refund of the entire amount claimed (total withheld by big D less the appropriate amount for my 2 month's of NQ payments).  Woohooo!  Attachments to Form 843 included relevant paystubs, Delta Internal Memo dtd 4/25/03 Re: Final Paycheck Stub Info, Delta ltr from R.L. Kight to NQ Retirement Benefit Recipient dtd Sept. 16, 2005,  and my letter of explanantion.  I thought it was a lost cause, but I ended up getting it all back.   No thanks to big D.  Anyway, I hope that helps anybody else still waiting for big D to do the right thing.

All the best to you,   Steve

 

Mark,
   Hope the Holidays met you with health and happiness. As far as merger scenarios go,I could care less anymore!They can paint a Russian hammer and cycle on the side of every Delta aircraft if that would bring my retirement back...even 65% back! I would love to see Ron Allen and Leo Mullin live together in Baghdad.They both did an unbelievable amount of damage to a once great company and as I see it they will NEVER in any way be held accountable. And the great city of Atlanta can kiss my semi-retired a-- !!! They could care less about the viability of Delta. ALPA is as worthless as t--- on a bull.American had it right all along.All I care about is what is due to the retired guy...the rest I'll leave up to CNN.
     Keep them cards and letters coming,and lets see if the Democrats can treat the working stiff (which we were) any better.
                                                                  Keith Wolcott
 

Mark
 

I agree 100% with Paul and William. Jerry and his boys (including Moak) are finished, they have to go. By vigorously screwing us and everybody else they owed money to they made Delta a very attractive takeover target. If USAIR is successful and I hope they are, Jerry and his boys will be derailed and thrown off the property.  What a beautiful example of "In the end justice will prevail". Nobody is running after Northwest, their costcutting was not as ruthless and they upheld their obligation to preserve their employees pensions because Ït is the right thing to do".
 

Rik
 
Important NQ synopsis:

SYNOPSIS OF NON QUALIFIED SETTLEMENT AGREEMENT (THE
SHORT VERSION)
November 29th, 2006

As you might expect, we are being inundated with questions about the recent 
settlement. We are going to compile them and post a Q&A on our web site, 
hopefully by the end of the week. The email we sent yesterday was 
necessarily detailed, and perhaps a bit too technical, so we have condensed 
it into the following significant short overview:




· This settlement is worth $719 million dollars and is an unsecured debt. 
· This settlement covers lost non-qualified benefits since the pension 
plan termination date (expected to be 9-2-06.) 
· The previous settlement for lost NQ benefits prior to pension plan 
termination will be paid in addition to this claim. 
· There are 3100+ retired pilots who will get individual, pro-rata shares 
of the settlement. Payment of the claim is unrelated to your membership 
status in DP3. You need take no action at this time to assert your claim, 
it will be automatically done for you if you were receiving or should have 
been receiving NQ benefits prior to the plan termination.
The total combined value of all settlements for the lost non-qualified 
benefits is just over $800 million dollars. 

· Your individual claims represent the present value of your lost monthly 
payment, calculated with a 7.2% discount rate and favorable life expectancy 
table. 
· Bankruptcy claims for monthly payments are required by law to be 
settled in present value form. Much like you converted your 50% variable 
annuity into a lump sum back when you retired, this settlement converts 
100% of your lost non-qualified annuity into a similar lump sum format, 
called the present value. We will publish lookup tables soon so you can  
estimate the present value of your own individual claim based on your age 
and the amount of your old benefit. In general, many of these claim amounts 
are in the hundreds of thousands of dollars. 

· Delta will be sending everyone a letter of explanation detailing your 
individual claims. You can see an example of that mailing on page 38 of the 
motion posted on our web site. 
· This settlement has no effect or bearing whatsoever on the qualified 
plan, and is not related in any way to your retirement qualified lump sum, 
the PBGC, your estimated PBGC benefit, or any other qualified pension plan 
or retirement benefit. 
· If you were not receiving (or supposed to be receiving) non-qualified 
benefits on the day the plan was terminated, you will receive no benefit 
from this settlement. 
· Your actual claim will be paid in the form of stock in the new Delta 

· You may sell your claim in the marketplace before you get your stock, or 
keep the shares as an investment after the stock has been issued. Similar 
claims are selling today (subject to change, of course, and past 
performance is not indicative of future results) in the 50 cents on the 
dollar range. Scenario: the illustrative example on page 38 of the motion 
notes that the 63 year old sample pilot had a present value claim of 
$258,856 from his $2167 monthly NQ benefit. If he chooses to sell his 
claim, and gets 50 cents on the dollar, he will receive a check for 
$129,428 before taxes. It will not make you whole, but it is a significant 
recovery of your lost non-qualified pension benefit. 

· We believe that this will be taxable as ordinary income, but that is 
between you and your personal tax advisor. 

· There are no legal or professional fees as part of this settlement. 
· There is language that offers some legal protection from law suits for 
DP3 trustees and their professionals as part of the settlement. 
· The deadline for objections to the settlement is 4pm December 13, 2006. 

· The hearing in bankruptcy court will be December 20th. 
· None of this settlement will be effective unless and until the 
qualified and non-qualified pension plans are actually terminated (date 
unknown). 
· We do not believe the USAir takeover effort will have any effect on 
this agreement, other than to influence the price at which the claims may 
eventually be sold. 

We hope this clears up some of the main questions you had. A more detailed 
and comprehensive Q&A will be forthcoming. Thanks for your support and 
patience.



Charlie Sherman
 

My comment to the NQ potential.  It is better than a poke in the eye.  But let me ask you, how is $129,000

before taxes maybe $100,000 after tax equal to $2000/mo for the rest of your life? 

_________________________________________________

That all for this RSP issue!  Until next time. 
 

Tailwinds Always,
Mark Sztanyo
859-916-0259
marksztanyo@insightbb.com
"Airspeed, altitude, or brains; you always need at least two."
