RSP 064       3/04/07

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.  It is my policy to not allow in the main body of this newsletter any direct solicitation from my business or any other pilot's 2nd career business.  We will only 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!
Dear Retired Delta Pilot,
For some of us, we are patiently waiting to hear from DAL as we are expecting to see further information come our way regarding the medical claims.  We are told by the comm. that DAL is recalculating some pilots medical claims and these individual pilots will be receiving individual notification.  I have heard of no one getting this update yet.  If you have received a revised medical claim notice from DAL, please share your news with the group.  I am a little concerned that there may not be enough time to review the revised claim and file any objections (see the questions in the March 12th deadline below).  Some might conclude that the information flow has been pathetic because of a concerted effort.  I don't believe that.  I think that DAL cut staffing to the bone, moved most of its benefit service to PHX and now the executive benefits staff of Robert L Kight is strapped with a big and daunting task.  Let's all hope that they take the time needed to get it right.  
_______________________________
The HCTC packets that all of us were suppose to have gotten, are still filtering through the delivery system.  I have a friend that was told that his packet was mailed on the 12th of Feb but just received it yesterday.  If you haven't got it yet, no worries, it is pretty basic.  It simply means that the IRS - HCTC dept has your name and will offer the credit when you complete the enrollment process, which includes a letter from the ESC.  Some of us youngins (under age 55) may see this sent automatically to us at our 55th birthday.  If you haven't received it, you may want to give either the ESC (1-800-mydelta) or the HCTC a call (1-866-628-4282).  Note: This credit has no deadline as to when one takes advantage of it and properly applies for it. However, the Bankruptcy Related COBRA does have a deadline to get enrolled and it is March 30th.  
___________________________________

DP3 Trustee: RSP encourages support for Buergey and Lewis for DP3 trustees; 

    (please see their announcements on earlier RSP's)

___________________________________

Delta Reports $109M Loss in January
Friday March 2, 9:50 am ET 
By Harry R. Weber, AP Business Writer 
Delta Posts Narrower Loss of $109 Million in January
http://biz.yahoo.com/ap/070302/delta_bankruptcy.html?.v=1
______________________
Comair Pilots Approve Concessions Pact
Friday March 2, 11:36 am ET 
By Lisa Cornwell, Associated Press Writer 

	


Comair Pilots Ratify Tentative Agreement on Concessions That Airline Says It Needs by 69%. 

http://biz.yahoo.com/ap/070302/comair_pilots_optional.html?.v=2 

______________________________________

Mark the calendar: 5 very important dates
March 12, 2007.  Final Medical Claim objection deadline if calculated wrong.  

"the Court need not review each of the claims today. There is a separate deadline of March 12, 2007 by which any claimant that contends that their claim is incorrectly calculated based on their individual data may file a proof of claim and ask Delta to recalculate the claim if there is an error in a retiree’s individual data. Objections on this basis should be deferred and treated as claim issues to be resolved or litigated individually."  Question: if you are one of those who are expecting a "revised" medical claim, will you get it in time to review and object, by the deadline, should it be wrong?  Should you file an objection so your name is in the hat in view on "no information"?
March 30, 2007 . Final date for enrollment into COBRA which qualifies for HCTC. (While DP3 BLOG originally suggested something else, it has since been updated to agree with what I found in the Kight letter which lays down the law on this final date for enrollment). 
April 9th, 2007:  date "claimant ballots" are due (including possible choice to pre-sell claim or receive stock)  I highly recommend that you do not send this ballot in until near the last minute. In this very fluid and changing environment we all need to know more about claim sale expextations and claim to stock ratios before we make this crucial decision.  A quick reminder for those who are interested in receiving stock.  The amout of stock given to each claimant is based on a last minute valuation of the equity in the emerging DAL.  If you thought that you could simply divide your claim amount by the newly issued stock price to find the number of shares due you, you are mistaken.  It is not that easy.  ALPA produces a very good discussion about this on their site that you should still have access to.  
April 25th, 2007:  The "Confirmation Date" (concerning the Court's confirmation of claimants votes approving the re-organization plan)
April 30th, 2007: the "Effective Date" - targeted date to emerge from bankruptcy.  
_____________________________
COBRA Q&A 
Some pilots are getting enrolled in the B.R. COBRA even though they may not be eligible.  In my opinion this is because of the ineptness of the ESC and could spell a few problems down the road.  You have heard me on this subject so many times that I know you are sick of it, but here is my bottom line advice.  COBRA is generally better than a state qualified plan.  If possible to get enrolled in the elusive Bankruptcy Related COBRA, and you do not have some other free provider of health insurance, then go for it.  Call the ESC and try to get on the train.  To be eligible it isn't all that hard to understand: over 55, on a DPMP plan as of 12/31/06, and had the COBRA option on your last enrollment pack.  Read the Q & A inside the below link.  By the way the DP3 BLOG finally corrected their earlier bad info on the deadline for this enrollment.  It is truly March 30, 2007.  
PS: If you aren't eligible for BR COBRA, no worries.  You can still get the HCTC by enrolling in a state qualified plan.  Wait for you HCTC packet from the IRS (I have not received mine, although I am still 54).  Then look over the state qualified plans available.  

Here is your COBRA Q & A:

http://www.dp3.org/data/Bankruptcy%20Related%20COBRA%20Questions.pdf
______________________________
Claim Sale
DP3 will likely utilize a similar vehicle that ALPA did to administrate the claim sale.  Here is an important excerpt from ALPA's claim sale MEC's 06-06 dispatch:
Each pilot who received a claim dollar allocation will have the opportunity to participate in the claim sale.
o Participation is voluntary.
o If you wish to participate in a claim sale, you must make an affirmative irrevocable election to do so. You must make this election by logging on to http://www.deltapilotsadc.org and following the links to the claim sale page of the website. The default choice is that you do not wish to participate in a claim sale. If you do not wish to participate in a claim sale, you need take no action, and you will receive equity in a reorganized Delta Air Lines.
 for more click on this then log in with your ALPA numbers:

http://crewroom.alpa.org/dal/DesktopModules/ViewDocument.aspx?DocumentID=2372
______________________________

What we have (and don't have) page:  I don't have this page completely done yet (maybe some of you can help me fill in some info) but when I do it should be a good "one stop shop" page for information about what we now have in our retirement.  

Check it out at: http://rsp.homestead.com/RetDAL.html
______________________________
This email from the NON-PILOT SECTION 1114 committee answers the question about opting out of the release. Apparently opting out does not in any manner alter your settlement claim. It simply leaves the door open to pursue legal action against third parties if the need arises.

From:  Your 1114 Committee <listadmin@dalrc.org> 
Subject:  Q & A On Ballot 
Date:  Mon, 26 Feb 2007 17:03:08 -0600  
Ballot Q & A  
Q: Section 3 of my ballot says I can "opt out" from releasing parties under 
Delta's plan of reorganization. What does that mean, and what is the effect if I check, or don't 
check, that box. 
         
A: In general, a bankruptcy plan of reorganization like Delta's modifies the obligations 
of the bankruptcy debtors. (That is, Delta and its affiliated companies.) The bankruptcy plan 
replaces the debtors' previously existing obligations with what the plan gives to creditors instead. 
Under bankruptcy law, it also releases and discharges the old obligations of the bankruptcy debtor. 
But ordinarily, a bankruptcy plan cannot force creditors to release their claims (if any) against 
third parties like officers and directors, lenders, etc. Delta' proposed plan of reorganization 
contains a very broad release of third parties of claims relating to Delta's bankruptcy case, 
including the following: 
         
Delta's present and former officers and directors, present and former members of 
the creditors committee, present and former members of the section 1114 retiree committees, the 
Debtor in Possession loan agent, the American Express entities (American Express is involved in 
credit card processing for Delta), the bond Indenture Trustee, certain future investors in the 
reorganized Delta under the plan of reorganization, ALPA, its Master Executive Council and current 
and former officers, employees, members advisors and professionals, the PBGC, DP3 Inc., and any of 
their affiliates, members, officers, directors, attorneys, accountants, financial advisors, 
actuaries, agents, etc. 
         
The release covers broadly defined claims (if any) arising out of Delta's bankruptcy 
reorganization, the negotiation of its bankruptcy plan, and the equity investment in Delta 
associated with its plan confirmation and emergence from bankruptcy. You are not required, however, 
to release all those individuals and entities, and if you check the opt out box (whether you vote 
yes or no on the plan of reorganization) you will be opting out of that broader release and will not 
release those parties (whether or not you have any claims against any of them.) 
        
Again, if you don't check the box, you will release those parties as provided in Delta's 
plan. If you do check the box, you won't release those parties (whether or not you would have a 
claim against any of them.)          
Q: If the PBGC (Pension Benefit Guaranty Corporation) is released under that section of 
the bankruptcy plan, does that mean if I don't check the box, I'm waiving my claim for guarantied 
pension benefits from the PBGC. 
         
A: No. The plan doesn't release those individuals and entities from all claims, just from 
the categories of claims it lists, arising out of or in connection with Delta's bankruptcy, 
bankruptcy plan and the issuance of securities under that plan.          
Q: What does the Section 1114 committee advise retirees to do about checking this box? 
A: We can't really advise you on what to do, since our committee members and 
professionals (along with others involved in the bankruptcy) are released under this provision. 



This information from the NON-PILOT Section 1114 committee may answer some of the questions posed by retired pilots.
Additional Q & A re: Ballots         
Q: I received my bankruptcy claim ballot and was wondering who I list as the 
"Creditor"? 
A: You list yourself. You are the "Creditor" that Delta now owes money to, and 
are the holder of a claim in the bankruptcy.          
Q: I received a yellow ballot and other people I know received a blue ballot. Why? 
A: There are several different colors of ballots for claims that are in different classes 
under Delta's bankruptcy plan. They are color coded to make it easier for the claims agent to count 
those ballots in totaling votes of members of specific classes of claims for or against confirmation 
of Delta's plan. Most non-pilot retiree medical claims either fit in Class 5, retiree medical claims 
in an amount between $2,000 and $100,000, or in Class 6, retiree medical claims in an amount that is 
$2,000 or less.         
Q: I understand some retirees got a choice between getting cash or Delta stock under 
Delta's plan after confirmation of the plan. But the materials I got from Delta just say that I will 
get cash. Why?  

A: As mentioned above, there are different classes of retiree claims, which are 
classified separately by the dollar amount of the claim. Retirees with benefit claims that are in an 
amount that is less than $2,000 (Class 6 Convenience Class Claims, in the language of Delta's 
bankruptcy plan) will not have the option to have their claim paid in stock of the reorganized Delta 
Air Lines. Instead, they will receive a cash payment. If those retirees wish to later invest in the 
reorganized airline, they can buy stock of the reorganized airline after the old shares are 
cancelled and the new stock in the reorganized airline becomes listed on NASDAQ for trading. 

Q. I have a claim for more than $2000, so I get to choose whether to be paid in cash or 
stock. But I am still unclear on what to do about the "Opt out" box that is on the ballot. 
Will checking that box-or not checking that box--affect my support of the plan and what I have 
selected about whether to receive my claim in either stock or cash?  

A: Checking the "opt out" box or not checking that box simply affects the scope 
of a release of third parties under the plan. Your checking that box or not checking that box should 
have no impact on your vote or how you are paid. 
Q: Do I get taxed on any payments from Delta for my bankruptcy claim for lost medical 
benefits?  

A: Unfortunately, there are court cases that have held that bankruptcy payments in lieu 
of employee health benefits are not exempt from withholding taxes, even though the underlying 
benefits would not have been taxed. If your annual income is so small that you do not pay income 
taxes and do not expect to pay income taxes for 2007, you can send a Form W-4 to Delta stating that 
you should be exempt from income tax withholding, and then Delta should deduct only FICA taxes and 
some other small amounts but will not withhold federal income tax from your claim distribution. We 
have asked Delta to provide us information on where you should send a W-4 form in that case, and 
when they give us an answer we will post the information on this site, 
together with a link to a W-4 form to use. 

Q: If I decide to take my claim in stock, do I have to claim as income on my taxes next 
year for the price of the stock? And if so, how is the price determined? 
A: We expect the taxable amount would be based on the market price of the stock at the 
time it is issued. As part of the plan, there will be something similar to an initial public 
offering where certain outside investors buy a portion of the stock of the reorganized Delta. In 
connection with that process, Delta will sell a portion of the stock it would otherwise distribute 
to retiree creditors who elect to get stock and who have claims in an amount between $2,000 and 
$100,000, in order to pay the withholding and FICA taxes on behalf of those claimants. The remaining 
part of the stock will be issued to the retiree creditors. Our understanding is that they will have 
taxable income in the amount of the value of that stock the day it is issued, which should be set by 
what the other investors end up paying for identical Delta stock bought the same day. 
Q: If I take the stock, do I have to hold it a certain length of time prior to selling it 
or can I sell it whenever I want after Delta emerges from bankruptcy? 
A: You should be free to sell it. Our understanding is that other than the PBGC (which, 
as owner of about 14% of Delta stock, will an "affiliate" under the securities laws) there 
should be no restrictions on the resale of Delta shares, which are expected to be listed on the 
NASDAQ for trading. 
Further Clarification on Ballot

Section 13.7 of the Reorganization Plan says that unless creditors voting for or against the plan opt out of the release, they release all present and former officers and directors of Delta, present and former members of the creditors committee, present and former members of the retiree committees, various other entities associated with the DIP financing, bonds and equity investment under the plan, ALPA and its officers, the PBGC, DP3, and their members, officers, directors, affiliates, lawyers, accountants, actuaries, agents etc. In general, bankruptcy law doesn't allow a plan to discharge claims against third parties, so creditors are given a chance to opt out of the release. As a practical matter, it is a matter for your own choice and does not affect your voting your claims. So you can check the box to opt out of the release if you so desire. 
_____________________________________________

ALPA MEC Bulletin 06-09:  on Tax issues surrounding claims.  I thought you might wish to review this since any of your claim dollars coming to you this year (since we cannot dump into any qualified plan like active guys) will come to us as ordinary income and be taxed as such. 

MEC 06-09 ADC on:Tax Issues Surrounding the ALPA Claim

This ADC Dispatch will focus on tax issues related to the distribution of the $2.1 billion ALPA Claim. These tax issues can be broken down into two major components—tax deferral of claim proceeds and tax treatment of the amount not eligible for tax deferral.

This ADC Dispatch is for informational purposes only and does not constitute tax or financial advice to any person. You are urged to seek the advice of a professional tax or financial advisor to assist you in determining appropriate options and tax law applications based on your individual circumstances.

NOTE: The tax treatment of the claim proceeds is the same whether

or not a pilot participates in the ALPA claim sale program.

This Dispatch is intended to give you a general idea of the tax treatment of the proceeds from the ALPA claim. In the coming weeks and months, we will provide a more detailed explanation of these issues available on both the www.deltapilots.org and the www.deltapilotsadc.org websites.

As part of Letter of Agreement 51, now incorporated into the Pilot Working Agreement (PWA) as Letter of Agreement 7, the Delta MEC negotiated a provision that allows a significant portion of the ALPA Claim proceeds to be deposited into tax deferred qualified plans as employer contributions. All pilots who have a claim distribution will have these proceeds contributed to qualified plans in 2006 and 2007 to the maximum extent permitted by law. The remainder, if any, will be paid as ordinary income. For those who elect to participate in the claim sale program, proceeds will be cash if a claim sale takes place. For those who do not elect to participate or if no claim sale takes place,

proceeds will be in shares in the reorganized Delta Air Lines.

Internal Revenue Code §415(c) places limits on the amount that may be contributed to tax deferred qualified plans. The limit for 2006 is $44,000 and for 2007 is $45,000. This limit includes both employer and employee contributions. A number of sources count toward this limit, including employee contributions to the Roth 401(k), traditional 401(k) 2 and 401(a), as well as Company contributions to the Delta Pilots Defined Contribution (DC) Plan and to the Family Care Savings Plan (FCSP). Before making any contribution for 2006 or 2007 from the claim distribution, Delta will determine the portion of your 2006 and 2007 limits you have available. In making this determination, Delta will subtract from the $44,000 limit (for 2006) and the $45,000 limit (for 2007) employer contributions made or earned prior to the claim distribution and, perhaps, employee contributions made prior to the claim distribution. (The parties are still

discussing the final treatment of employee contributions under these circumstances.) The sum of your contributions, Delta’s regular employer contributions and Delta’s employer contribution from the claim distribution cannot exceed $44,000 (for 2006) and $45,000 (for 2007). Once the $45,000 limit is reached for 2007, any additional Company FCSP two percent and DC plan nine percent contributions will be paid to the employee as ordinary income for the remainder of 2007.*

Note: If you are over 50 or reach age 50 in either 2006 or 2007, you are allowed

an additional employee contribution of up to $5,000 above the §415(c) limit as a

“catch up” contribution, for a total tax deferral of $49,000 in 2006 and $50,000 in

2007.

Let’s look at a simple example. If a pilot receives a claim distribution of $80,000, either from the claim sale program or equity in the restructured airline, Delta will make an employer contribution of cash or stock to the qualified plan for 2006 and 2007 to the maximum extent permitted by law. If, in 2006, the pilot contributed $15,000 to his 401(k) and received employer FCSP and DC plan contributions of $13,000 for a total of $28,000 in contributions toward his §415(c) limits, then $16,000 of his $80,000 claim proceeds would be contributed toward the 2006 limit of $44,000. The remaining $64,000 would be applied toward the 2007 limit of $45,000.  If, as of the distribution date in 2007, the pilot had contributed nothing to his 401(k) and the Company had contributed $3,500 to his FCSP/DC plan for a total of $3,500, then $41,500 of the pilot’s remaining $64,000 would be contributed toward the 2007 limit of $45,000. The remaining $22,500 of the claim proceeds would be distributed to the pilot as ordinary income, subject to federal and state tax withholding.

* In accordance with the ALPA Constitution & By-Laws Article IX, Section 4. J., pilot contributions to 401K accounts are subject to ALPA dues. However, Company DC and FCSP contributions as well as any taxable proceeds of the ALPA Claim are not subject to ALPA dues. 3

Example: Claim Contributions to Tax Deferred Plans

IRC §415(c) Limit

Minus Other

Equals Amount

Contributions         Contributed 

                                                                               $80,000  

Claim Value

2006--$44,000 

$28,000 

     -16,000 
2006 Contribution

2007--$45,000 

  $3,500 

     -41,500
2007 Contribution

  $22,500 
          Excess

At this point, it appears that most pilots will fill up their 415(c) limits in 2007 through the Delta’s employer contribution of the claim proceeds before making any elective employee contributions. (Employer contributions are more valuable to both the pilots and the Company because employer contributions are not subject to FICA taxes. As a result, it is usually better to fill the 415(c) bucket up with employer contributions before traditional 401(k) contributions. The Roth 401(k) has such unique tax implications that certain pilots may find it more beneficial to contribute to the Roth 401(k) before employer contributions.) The parties are still discussing the treatment of any elective employee contributions to the 401(k) in 2007 made prior to Delta’s contribution of claim proceeds to the qualified plan system.

What happens to the claim proceeds that exceed a pilot’s §415(c) limits? A participant in the claim sale program will receive any §415(c) qualified plan excess as a check or direct deposit less appropriate withholdings for income and payroll taxes. A pilot who prefers to receive Delta equity will be treated the same for tax purposes as a pilot who participates in the claim sale, but the mechanics of that treatment are more complex.

First, his equity will be contributed to his qualified plans based on the fair market value of the new Delta stock. Any equity proceeds that exceed the §415(c) limits will be distributed to the pilot as ordinary income, net of tax withholding. The most likely scenario is that Delta will withhold a certain number of shares from the distribution and sell those shares in order to fund the tax withholding.

In summary, please remember that the tax treatment of the claim distribution is the same regardless of whether you participate in the ALPA claim sale program. There is no tax advantage and no tax disadvantage to participating in the program.

We realize that these tax issues can be complex. If you have any questions about these tax issues, we strongly urge you to consult your personal tax advisor. As a reminder, the claim sale election window closes at 3:00 p.m. ET on Thursday, November 30, 2006. 
_________________________________________
I apologize as I gave you the wrong link last issue.  Try this one!
Very Interesting links, but one is UNBELIEVABLE.  Since I cannot attach "files" to my mass emails very well I had to look for a "link" for the "Ultimate_Journey.wmv" that was sent to me.  Thanks David.  Find it and view it in this list and you will be amazed. 
http://www.dingenvanlia.nl/inhoud/diversen/downloads/downloads/ULTIMATE_JOURNEY.wmv
_________________________________________________

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."
