RSP 055      2/1/07

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,
Hostile Bid OVER....... FOR NOW:

UsAir's Doug Parker:

"We have given a deadline of February 1st [to] the official committee," Parker said in a conference call with analysts. "They know exactly what they have to do and they know if they don't do it, our proposal is gone.... If this committee is not willing to do what it should do for the people it represents -- people that have been defaulted upon by Delta management, that we're trying to get back at least as much of their money as we can to them -- if they aren't willing to do that for those investors, we're not willing to pursue this transaction any more." 

True to their word the UsAir offer has been withdrawn.  The official creditor committee supported DAL for a few politically correct reasons (besides the aircraft order bringing Boeing and GE on board), and refused to move the Feb 7th hearing and officially opposed the UsAir bid.  IT IS OVER........for now!!!!!  Read more about the committees position stating "regulation" worries downed the deal at: http://news.enquirer.com/apps/pbcs.dll/article?AID=/20070201/BIZ01/702010343/1076/BIZ
DAL, however, is viewed as "still in play": http://www.forbes.com/2007/01/31/airlines-delta-usair-biz-cz_mt_0201air.html?partner=yahootix
_______________________________________________

Medical Claims Section:
The biggest news that affects our retired group is the apparent arbitrary and unfair way the medical claims were determined by our Pilot 1114 committee.  Unfortunately, I have been told that the feedback link on the 1114 committee site has been removed.  Listed below are a couple of things of real interest.  

1. What was the rationale behind the claims determination?

2. What can be our recourse at this point?  

1. Rationale by Pilot 1114 committee forwarded to me by a reader:

Here is the 1114 committee response for getting caught with their self-serving - they are "aware" that "some" retirees didn't get the advance word that each committee member kept to themselves:

http://deltapilot1114.org/


Last Updated ( Wednesday, 31 January 2007 )

Retirees that were not enrolled in Delta insurance coverage in 2006 or 2007
The Retired Pilots Committee is aware that there are some retirees who had not enrolled in either 2006 or 2007 for Delta coverage (hereinafter the "non-enrollees"). Under the claims methodology agreed to by the Committee, the formula would set these claims at zero ($0). The formula works this way because non-enrollees were not (and are not) paying for Delta coverage and therefore suffer no actual damage as the result of the settlement. That is, the loss of Delta insurance coverage does not result in added cost to them. Neither Delta, nor the Committee can predict whether any non-enrollees will ever enroll in Delta coverage. It is reasonable to assume, however, that non-enrollees do not use Delta coverage now because they have better and/or cheaper alternative coverage available to them. 

The fact that the non-enrollees do not have any current damage, and may never suffer any damage means that they have contingent and unliquidated claims. Our attorneys have informed the Committee that contingent claims are frequently assigned a value of $0 in bankruptcy cases. In the best case, these claims are sometimes settled for a very deeply discounted figure. Our legal advisors have also pointed out that, in many cases when contingent claims are fought out, the bankruptcy judge will assign them a value of zero. In our discussion of this matter, we were also advised by Delta that the Non-Pilot Group received $0 for their non-enrolled individuals. 

Notwithstanding these issues, Committee counsel explored various options for handling this issue including (1) doing nothing and letting non-enrollees' claims to be set at $0; (2) leave all non-enrollees out of the settlement and allow them to file their own claims; and (3) negotiate some settlement amount for the contingent and unliquidated claims of non-enrollees. The Committee was aware that Delta had agreed to claim formula parameters that were acceptable to the Committee's actuaries (Milliman) for 2006 and 2007 enrollees (of which there are almost 8,000). Given this fact, the Committee did not want to jeopardize the entire settlement, which focused on those actually harmed, for a much smaller group that had not actually been harmed. We also wanted to preserve the rights of those individual non-enrollees who wanted to preserve an opportunity to object to any settlement obtained by the Committee. In short, the Committee supported this settlement approach because it is the settlement that does the most constituents the most good.

Ultimately, the Committee approved the following compromise with Delta. Non-enrollees would automatically receive a 'compromise claim' amount of $2,100. Under Delta's current Plan of Reorganization this places them in Class 5 with all other retirees. In addition, and as a result of the compromise, each non-enrollee would receive notice of his or her claim amount, an opportunity to vote on Delta's plan (which they would not receive if Delta valued their claim at $0). Under this agreement, non-enrollees, many of whom may never use Delta coverage, will receive a claim. Additionally, any non-enrollee that objects to the Settlement may file an objection and assert their reasons why the $2100 settlement is not a fair solution to the dilemma of the contingent and unliquidated claims. The procedure for filing an objection is contained in the Motion for approval of the Supplemental Term Sheet and objections are due February 9, 2007. We believe that this compromise fairly balances the objectives of all of the Committee's constituents, and affords non-enrollees with important benefits that they would not have otherwise obtained. 

2. What can be our recourse at this point? 

First, I recommend that we contact DP3 so that our objections can be pooled.  

Encourage our members who are concerned about this claim issue to fill out the contact@dp3.org form on our web page and let us all know how they feel about it.
Secondly, we need to be heard by the principals.  Unfortunately, that means sending letters to a lot of parties.  Please read this email sent by Denis:

Mark,

I am lucky enough not to have a dog in THIS hunt as I still use Delta medical insurance, but it sure is wrong the way the self dealing 1114 committee cut out over a thousand pilots.  The link on the 1114 Committee website to the objection form is conveniently broken.

Here is a letter for your email lists that is posted on the retiree forum ( http://ygtbsm.com/ipw-web/bulletin/bb/index.php - do you participate? )  , and all 13 lawyers need to be copied:

January 31, 2007 

US Bankruptcy Court 
300 Quarropas Street 
White Plains, New York 10601 

Davis Polk & Wardwell 
450 Lexington Avenue 
New York, New York 10017 
Attn: Timothy E. Graulich, Esq. 
Marshall S. Huebner, Esq. 

Akin Gump Strauss Hauer & Feld LLP 
590 Madison Avenue 
New York, New York 10022 
Attn: Daniel H. Golden, Esq. 
Lisa G. Beckerman, Esq. 
David H. Botter, Esq. 

Stroock & Stroock & Lavan LLP 
180 Maiden Lane 
New York, NY 10038 
Attn: Lawrence M. Handelsman, Esq. 

Debevoise & Plimpton LLP 
919 Third Avenue 
New York, NY 10022 
Attn Richard F. Hahn, Esq. 

Farella Braun & Martel LLP 
235 Montgomery Street 
San Francisco, CA 94104 
Attn: Dean M. Gloster, Esq. 

Stinson Morrison Heckler LLP 
1850 North Central Avenue 
Suite 2100 
Phoenix, AZ 85004 
Attn: Alisa C. Lacey, Esq. 


Miller & Martin PLLC 
1170 Peachtree Street, NE 
Suite 800 
Atlanta, GA 30309-7706 
Attn: Dean Booth, Esq. 
Shelly D. Rucker, Esq 


Office of the United States Trustee for the Southern District of New York 
33 Whitehall Street 
Suite 2100 
New York, NY 10004 
Attn: Greg M. Zipes, Esq. 

Securities and Exchange Commission 
100F Street NE 
Washington, DC 20549 
Attn: Michael A Berman 

Securities and Exchange Commission 
3 World Financial Center 
New York, NY 10281 
Attn: Nathan Fuchs 

Internal Revenue Service 
290 Broadway 
New York, NY 10008 
Attn: Sid Brown 

Bankruptcy Services LLC 
757 Third Avenue 
New York, NY 10017 
Attn: Robert Saraceni 



Subject: Objection to Claims with Respect to Changes to Retiree Health Care Coverage 
Schedule Case: 05-17923 
Schedule Class: Unsecured 
Schedule Amount: $4,200.00 

To Whom It May Concern: 

I am objecting to the Claim with Respect to Changes to Retiree Health Care Coverage. The stated amount of my claim is $4,200.00. The methodology used to determine the amount of lost coverage is grossly unfair. Since I took early retirement Delta did not provide health coverage until age 60. I opted to use Blue Cross Blue Shield of Georgia to provide catastrophic coverage until I was able to opt back into the Delta plan at age 60. The cost for coverage from Delta was approximately $16,800.00 per year for coverage prior to age 60. The cost for my BCBS program was $6,290.00. The cost for the Delta Pilot Medical Plan for 2007, with the changes imposed by Delta, would have been $19,375 per year for my family. 

Delta stopped my unqualified pension of $4500.00 per month on 1 Sep 05. Delta stopped my qualified pension of $1712.00 on 1 Oct 06. The PBGC has now stated that I will get $0.00 from them pending their review in two to three years. Since my benefit is $0.00 I am not eligible for the Health Care Tax Credit. Delta made the cost of their medical coverage so high that it was impossible to pay for it with no pension income. Now I am again being penalized on the Changes to Retiree Health Care Coverage Claim because I could not afford to be in the Delta retiree medical coverage in 2006 and 2007. 

A look at the distribution of Health Care claims for my classmates at Delta emphasizes the gross unfairness of the claims distribution. The figures below represent my class of Delta pilots hired on February 27, 1978. The approximate age and stated distributions for my 13 classmates is as follows: 
In class seniority order oldest to youngest, presently ages 63 to 55, all retired 

Age/ Distribution 
1. 63 $ 42,705 
2. 59 $ 4,200 
3. 58-59 $ 0 
4. 58-59 $141,624 
5. 58-59 $ 0 
6. 58-59 $ 4,200 
7. 58-59 $ 89,668 
Age/ Distribution 
8. 58-59 $ 42,705 
9. Lewis (58) $ 4,200 
10. 58 or less $ 95,958 
11. 58 or less $ 4,200 
12. 58 or less $ 4,200 
13. 58 or less $148,556 
14. 55 or less $ 89,668 

Even a casual glance can determine the gross negligence in the distribution of Claims for Changes to Retiree Health Care Coverage. How can one individual age 58 get a distribution of $0.00 or $4,200.00 and another individual age 58 get $148,556.00 distribution? The plan distribution makes no sense. If I had known that the claims would have been based on participation in the Delta plan I would have selected a different option. 

At my present age of 58 I will receive a total of $4,200.00 for a lifetime of lost medical benefits for my wife, myself, and my family. The proposed payment will cover my family for less than three (3) months after I rejoin the plan at age 60 at present rates. 

I would ask the Court to direct the Pilot 1114 Committee to determine a fair and equitable distribution of the Claims with Respect to Changes to Retiree Health Care Coverage but they have apparently been unable to accomplish that task. I ask that the Court appoint an Independent Counsel to determine the fair and equitable distribution of Claims. The coverage that a pilot is currently selecting has no bearing on the value of his lost lifetime benefit. 

As an alternative I ask that my distribution be determined as if I was enrolled in the Delta Pilot Medical Plan for 2006 and 2007. 

Sincerely, 


Kenneth W. Lewis 
Captain, Retired December ‘04 
Emp # xxxxxxxxxxxxx

I have a copy in Word format that is cleaner and will be happy to forward it if you wish. Send me an email. 
Wendell 
wglewis7@bellsouth.net
Editors Note: the above letter also applies to the many pilots who did not receive any medical claim at all!  I would simply recommend that the $4200 amount be removed and $0 inserted and associated sentences re-phrased. 

_________________________________

Re-calculated Annuity Section:
Mark,
I received an estimate from Delta, which I gather is the information they gave PBGC, and it's still $0.00.
Bert 
Former DFW
 

I got my bid white envelope and it went from $494/mo to $423/mo.  Bad news for me.
Good news for me they say I'll still get my $494.  Not too bad after 29 years of service.
 

Dave
 

  

Mark,  I to got my big white envelope.  As I expected my benifits went from $0 to $0.  What did confuse me was, if I in fact took a 50% lump sum and the other 50% as an annuity worth $2382.29 per month, how did they come up with the block 14 (Lump sum annuity at retirement) of $3113.86?  It sounds as though they used different data (to their advantage) when it came to figure out the payouts.
 

Kevin 
 

Mark,
 

Great job keeping the flow if info going.
 

Do you know if the money totals on the DP3 website for each individual are cash values, credit dollars, options, or some type of "funny money" with no value ? When will the actual amounts be determined ? I suspect we'll receive 75-85% of the total, but again, in what form ?
 

Just curious...
 

Bill
 

Editiors Note: They are not cash values.  They are claims against the new issue of stock that DAL will issue at time of emergence.  Here is an ALPA 06-02 which may help clarify this question a bit.  

Claim Allocation and Claim Sale Considerations

To date, the principal work of the Allocation and Distribution Committee (ADC) can best be

described as “background research.” The committee’s work has consisted primarily of gathering

information, working with professional staff/consultants, concept exploration and updates to the

MEC.

For the purpose of this ADC Dispatch, it is helpful to review Letter 51 as it applies to the ALPA

claim and notes. Letter 51 addresses the claim and the notes separately. The Bankruptcy Court

has approved termination of the Delta Pilots Retirement Plan, and Letter 51 states that in the

event of such termination, the Company will provide ALPA, on behalf of the Delta pilot group,

with $650 million in notes issued no later than 120 days after Delta’s bankruptcy exit. Letter 51

also states that ALPA will have an “unsecured claim . . . in the amount of $2.1 billion . . . in

respect of the concessions made by ALPA and savings to the Company resulting from

achievement of consensual Modifications to the PWA.”

The distribution of claim allocation proceeds will commence upon Delta’s bankruptcy exit. With

that timeline in mind, it is logical to consider the allocation of the claim first since, among other

things, the proceeds of the claim will be available before the notes become available.

Consequently, this ADC Dispatch will focus on the $2.1 billion dollar ALPA claim.

In bankruptcy, a claim is filed by an unsecured creditor asserting that the creditor is owed money

by the party who filed for bankruptcy. The unsecured creditor most always settles for far less than

the total value of the claim. Typically, the unsecured creditor receives stock in the reorganized

entity at a value based on the reduced settlement.

It is also possible for a claim to be sold on the open market prior to bankruptcy exit, with the

proceeds available as soon as the company exits bankruptcy. Benefits of a claim sale include the

potential to maximize the dollar value of the claim, accelerated proceeds relative to full stock

allocation, ease of administration and the transformation of the claim to hard dollars. On the

other hand, a downside to a claim sale is the risk of mistiming the market.

During last week’s MEC meeting in Atlanta, the Delta MEC directed the ADC to continue their

work toward a fair and rational allocation model and make preparations for a claim sale in the

event the MEC should subsequently authorize this action. Delta management continues to target

the first half of 2007 for bankruptcy exit. Preparation for a claim sale could take some time, and

it is prudent to begin these preparations to be ready should the opportunity for a claim sale

present itself.

What would a claim sale look like at Delta?

• Prior to any claim sale, it will be necessary for the ADC to present one or more viable

allocation models to the MEC and for the MEC to adopt one of those models. (Target

date: First half of October 2006)

• Following the adoption of an allocation model, each pilot will be asked to log into a

secure web site to verify personal data that could be used as part of the allocation

formula. You will receive more information on this verification process as it is

developed. (Target date: NLT October 31, 2006)

• The allocation formula will be run using this verified data, and an estimated individual

claim dollar allocation will be calculated for each pilot. (Target date: October 31, 2006)

Note: The above steps must occur as part of the claim allocation regardless of whether or not a

claim sale takes place.

• The MEC will decide whether to authorize a claim sale.

• If so, pilots will be provided with more information on the benefits/risks of participating

in a claim sale. (Target date: NLT October 31, 2006) Note: The MEC will not make a

recommendation on whether or not pilots should participate in any claim sale.

• Every eligible pilot will be given the option to participate in a claim sale if a claim sale

takes place. A known claim sale price minimum floor (cents on the dollar) will be

established by the MEC prior to the participation window. The total size of any claim

sale will depend on how many pilots choose to participate. (Target date: November

2006)

• The MEC’s financial advisors will “test the market,” seek out potential buyers, and

attempt to maximize the claim value. If the portion of the claim that is subject to the sale

can be sold at no less than the floor, then the union will complete the sale of that portion.

Upon bankruptcy exit, the payment of the proceeds to pilots who participated in a claim sale will

commence. Those who did not participate in a claim sale will instead receive shares of stock in a

reorganized Delta Air Lines, possibly over a period of time yet to be determined by Delta. To the

maximum extent permitted by law, the distribution of cash or stock distributed to each pilot will

be contributed to the Delta Pilots Defined Contribution Plan in accordance with the terms of

Letter 51.

The timeline to be prepared for a claim sale is short, and the amount of work to be accomplished

is substantial. In the weeks and months ahead, you will receive a number of ADC Dispatches as

well as other communications from your MEC to keep you up to date and help guide you through

the decisions you will have to make.

The ADC will undertake allocation of the ALPA notes at an appropriate time in the future.

__________________________

2nd Career Section:
Hi Mark:  Just a note to update you on the post
retirement progress of at least one Delta retiree.
I've been flying a Beechjet for 4 gentlemen in
Cincinnati since August.  I still enjoy the flying and
probably appreciate it more than ever but the
scheduling is tough.  No rigs, of course, and often
many days in a row.  The pay is enough to keep me from
using the investments and since I don't  have any days
off I find that I'm able to live on very little money.
  Not a lot of flight time per month but many days on
duty. Part 91 flying jobs are widely divergent with
regard to scheduling and some sound good so for anyone
with our credentials who would like to give it a try I
would recommend it.  Humility is a good asset when
starting with these outfits.   All the best, W.P. 
 

________________________________________
In a future RSP I will try to list and identify the options as they continue to evolve and are before us like:

· File a proof of claim, or not?
· Pre-sell all, some or none of these claims?
· Move to a medical plan that allows the HCTC, or not?
· Ideas on investing after tax dollars?
· Move to Montana and forget the whole thing, or not?
_________________________________________________

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."
