RSP 126 Rumors Galore  3/4/08
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,
Corrected W2?  May not be so corrected.  I received and am hearing reports of others now receiving in the mail a corrected "side letter" to the incorrect W2.  I am not sure everyone will get this, but seems like good ole DAL couldn't or wouldn't correct the actual W2 but instead sent a side letter.  I guess electronic filing would not be a wise option this year if you have to send in supporting docs, like this side letter!
 

SSA131 allowing younger retirees to declare income received in an earlier year:
Mark,
    I am 58 yrs old receiving no ssa benefits,retired early at age 56 1/2 in September 2005.Yes, the lump sum door hit me in the butt! As far as I can tell this SSA131 form really doesn't affect me at all,or am I missing something??
    As always I enjoy all the great info on your site. BTW,the other day I heard "Should I stay or should I go" on the radio three times in one day! My wife still gets a kick out of your choice of rally songs.Seems like yesterday.
                                                                Keith 
 To qualify for the the gvt's stimulus check in July.  NEVER MIND!  As my friend Keith indicates the SSA131 ONLY effects those already receiving SS benefits.  And it doesn't apply to those not receiving SS, so us younger guys will simply miss out on the "stimulus party" unless some slick CPA can come up with a method to declare the W2 received as income received in an earlier year.  Don't think there is a snow balls chance of that happening so smile big in July as everyone else in the free world receives and spends your tax money. 
 

PBGC follow up request for make up lump decision:  Some will be getting another letter from the PBGC asking for your decision on rolling a lump or receiving it as a check.  I believe that if it has already been done to your liking you may disregard this letter.  Some have not received their checks or rollover, so I think, in an attempt for the PBGC to straighten up any confusion for this "yet to be paid" pilots they sent another letter.  
Another point about this lump, hundreds who are suppose to have received this check have not.  RSP has been telling this group to get pro active, fact is that some with balances over $5,000 have not returned to the PBGC how they want it delivered, a rollover or a check.  They are waiting and holding the money until contacted. 
 

____________________________________ 
Calendar:
Nov 14th for class action suit hearing (Withdrawn by DP3)
2008 - Jan 29th PBGC lump sum payment checks sent (Anyone who was suppose to receive one but did not should call the PBGC)
2008 - "Revised" W2's available online and sent soon.  (1099's were correct) Use IE not any other browser.
2008 - Secondary and final distributions? (Now after May 2008 -according to Kight)
________________________________________________
DAL NEWS/RUMORS: (DAL AJC, DAL Yahoo,)
With each passing day the merger becomes less likely.  Anderson has assured the MEC reps that he will not proceed unless the pilots have an agreement.  That likelihood is virtually 100% improbable.  The question really falls unto the board.  They have the option (since all other merger matters are in place) to force Anderson's hand and vote to merge and work out the labor issues afterwards. Traditionally, that is how it has always been done.  Anderson and Steenland have been watching UsAir and have a little red & blue book experience of their own that they would like to avoid.  Guess what?  Pilot angst in a merger is normal.  In fact it is the exceptional situation where memories soon fade after a "list" is created.  Right now I am giving it a less than 25% chance of happening.   Bastain spouted off his usual inane stuff like DAL has a plan in place to make money this year (with $103 barrel oil).  But he has further stated that their stand-a-lone plan is strong and inferred it was preferrable.  If it was preferrable than why have they been looking?  My view has always been that DAL's plan is in serious question, since oil has spiked.  The merger talks were happening from a postion of weakness, in terms of their plan making money moving forward.  The board may step in and force the deal but as of today when this goes to print, the deal is looking like it is withering away. 
+++++++++++++++++++
All continues.  I know you have seen this but how ironic.  Here comes Anderson stating the "employee pensions" must be preserved.  
Excerpt from Andersons press release: 

Our review has been guided, from the beginning, by certain principles that have to be met if there were to be consolidation with another airline.  Our principles are: 

-- that the airline be called Delta, headquartered in Atlanta 
-- that the seniority of our people is protected 
-- that the pension plans of our employees and retirees (except  pilots) are maintained   ( ) added by editor.
-- that the network is strengthened and our plans for international expansion are accelerated 
-- and, most importantly, that there is even greater job security along with more career opportunities for our people
 
To date, we have not arrived at a potential transaction that meets all of our principles.  Rest assured that we will not complete a transaction unless all of these conditions are met.  We have a strong stand-alone plan.  We will maintain our attention on executing that plan while we continue to look at strategic alternatives. 

Interesting words by Jon Ley that reflect the thinking of some at the campus. 
Excuse me, but the Northwest pilots have a pension plan, that according to Anderson "must be maintained"; yet the Delta pilots do NOT have a pension plan. This is a slap in the face of the Delta pilots, unless the Delta MEC is demanding the reinstatement of our pension plan or the introduction of a new Defined Benefit pension plan for Delta's current pilots.
+++++++++++++++
FYI:  Just talked to one of my LEC reps and our MEC and MWAs could not agree on a seniority list.  All of the other contractual issues had been settled and included a reasonable return: pay, equity, sick leave policy fix, etc.  The demands of the MWA MEC would have placed 1500 NWA pilots at the top of the list and of the bottom 4000 pilots on the list, 3000 of them would have been Delta pilots.  So, as far as our MEC is concerned, and DAL management for that matter, the deal is off!   DAL management will present to the board in the near future and they could accept management's recommendation to remain a stand alone carrier or they could ask that management proceed with a merger in spite of the fact that we have not agreed on a way to integrate our seniority list to everyone's satisfaction.  Time will tell.....
_______________________________________________ 
 

 

FINANCE: CLAIMS/PBGC/HCTC/ INSURANCE/PLANNING/TAX/ESTATE
 

Remaining 5 Watch: 
After Aug 2007 there are 5 retirement items remaining with financial consequence.
 

1. PBGC 2nd look re-calc at qualified annuity benefits - completed 8/24/07
2. PBGC make up lump payment for underpayments since termination:  most reported received 1/31/08
3. 2nd (final) claim distribution by DAL through BSI - pending (likely after May '08 according to Kight)
4. Class Action suit against DAL concerning 5 yr lookback worth in excess of $100 million - withdrawn
5. Final PBGC re-calc "determination" of qualified annuity (likely after claim stock sale) - pending
 

Nice to hear from the DP3 chm.  Seems that information flow from this group is not always the fastest.  Anyway I am glad to have received this letter and found a few comments inside quite interesting. I am sure you have read it but if not here it is for your perusal:
                                                     A letter from the Chairman 
Dear DP3 member; 
It has been a while since I have written to you as the Chairman of DP3. In this letter I will cover a number of topics that I hope you will find both timely and helpful in answering some of the questions you have raised recently through your emails and phone calls. 
DP3 Annual Trustee Election 
In accordance with the DP3 Bylaws, the DP3 Nominating Committee is now accepting nominations to fill three expiring Trustee positions that will be voted upon by the membership during the DP3 annual election in May and June. 
Nominations will close March 26, 2008. 
There are three positions open for the three-year term beginning July 1, 2008. The terms of three Trustees expire in June: Bill Wirth, Don Mairose and Tom Seever. Bill Wirth and Tom Seever will seek new terms; Don Mairose has chosen not to run again. 
The Nominating Committee will publish a slate of up to six candidates for the three open positions by April 15, 2008. (This slate of six will include the names of the two Trustees seeking re-election.) 
Nominees eligible to be on the ballot for election as a DP3 Trustee must, (a) be at least eighteen years of age, (b) must have affirmatively consented to the nomination, and (c) must be a member in good standing as defined in section 2.2 of the DP3 Bylaws. 
The members of the Nominating Committee are: John Mills, mills@dp3.org; Jeff Pickett, pickett@dp3.org; and Roger Ross; ross@dp3.org. 
All nominations should be e-mailed directly to a member of the Nominating Committee using the email addresses above, through the DP3 web site at www.dp3.org or by U.S. Mail to: 
DP3, Inc. PO Box 76362 Atlanta, GA 30358 
PBGC matters 
As you know, we are still about two years away from the PBGC's final benefit determination on our qualified annuities. In the meantime, DP3's counsel is in regular contact with the PBGC on the resolution of a number of critical issues, including among others, the valuation of our pension trust, the value of the PBGC claims, questions about the applicability and scope of the 5-year lookback, recovery distribution ratios, procedures for calculating PC4 and PC5 benefits. 
We will be meeting with representatives of the PBGC again in March and we will post new information as it becomes available. 
The PBGC mailed letters on Feb. 22 to approximately 350 retired pilots who have a retro payment in excess of $5000 but have not yet returned to the PBGC a form designating whether or not they prefer a lump sum payment. Those letters should be arriving this week. A copy of the letter and more information may be found on the web site and in the DP3 BLOG. 
If you have any questions or need assistance, please call the PBGC Customer Contact Center at 1-800-400-7242. 
Final unsecured claim distribution 
We have been asked what effect a merger might have on the retired pilots' share of the remaining 110,000,000 shares of stock set aside for the final resolution of unsecured claims. First, all such unsecured debt obligations remain in force through any merger or acquisition and remain under the authority of the Bankruptcy Court. 
Second, the earliest date for any further distribution of unsecured claim stock is May 2008, and it could be many months later-possibly even next year-depending on the resolution of pending litigation and appeals by unsecured creditors with unresolved and unallowed claims against the 110 million outstanding shares of stock. 
Note that both United and USAirways are still litigating with creditors over final unsecured claims allocation more than three years out of bankruptcy. Patience is the watchword here. 
The Lost Retirement Savings Act (S.2505 and H.R.4061) 
There are currently two nearly identical bills before the U.S. House and Senate that could provide significant tax advantages for active airline employees and retirees who received bankruptcy court settlements after September 11, 2001. 
The two bills, together called the Lost Retirement Savings Act, are H.R. 4061 and S. 2505. The bills were introduced by Congressman John Lewis, D-GA, and Senator Maria Cantwell, D-WA. 
The proposed Act would allow employees and retirees of a commercial passenger airline who receive payments in a bankruptcy proceeding to roll over such payments into an individual retirement plan within 180 days of enactment of the Act. 
DP3 believes this legislation could benefit many retirees and we urge you to write and call your Representatives and Senators urging their support for these bills. Sample letters can be found on the DP3 website at www.dp3.org. 
How might a merger affect retired pilots and their survivors? 
As this is written, no merger has been announced and no details of any resultant merger agreement between the Delta and Northwest pilot groups have been made public. 
DP3, its counsel and professionals have reviewed in depth the issues surrounding a merger that may affect retirees and are continuing to do so. Any obligations that exist pre-merger remain in force and continue as an obligation of the merged company. 
More specifically, nearly every issue that affects the future security of retired pilots and survivors was permanently resolved in Delta's bankruptcy by agreements reached through litigation and negotiation between DP3 and Delta, the pilot 1114 committee and Delta, the termination and then the assumption of the defined benefit plan by the PBGC and by some aspects of agreements between ALPA and Delta in which retirees had no voice. 
What is the status of the D&S plan and our past and future medical benefits? 
The D&S plan is an entirely separate plan from the terminated defined benefit pension plan. It is fully funded and is continuing to pay all of its obligations to survivors and should continue to do so indefinitely. 
The pilot D&S trust differs significantly from the non-pilot D&S fund in that company access to the plan and the prescribed use of the money is tightly controlled by the Pilot Working Agreement and by subsequent overriding agreements reached in the pilot 1114 term sheet. The non-pilot plan does not have similar protection. 
The claims settlement for medical benefits that were lost or changed in the future as a result of bankruptcy are set forth in the pilot 1114 committee term sheet and are permanent-they do not expire in a few years as do some provisions for non-pilots. 
The term sheet agreed to by Delta and the pilot 1114 committee is binding on any successor or merged entity just as they are binding on a stand-alone Delta. 
Below are selected clauses taken from the 1114 Pilot Retiree Settlement Term Sheet that refer both to the D&S plan and to agreements reached on claims allowed in settlement for lost or reduced medical benefits. 
· This settlement shall be binding upon any successor or merged company or companies or any successor in control of Delta. 
· Delta hereby withdraws any proposed changes to the Delta Pilots Disability and Survivorship Plan for those that retired before June 1, 2006. 
· The Delta Pilot Medical Plan design for retired pilots shall continue to track the DPMP plan design for active pilots, as negotiated from time to time by ALPA. 
· This term sheet, and the agreement reflected herein, was entered into in the context of a settlement. 
· The Bankruptcy Court shall retain jurisdiction over any disputes arising from the terms of this settlement or section 1129(a)(13) of the bankruptcy code. 
Will our defined benefit pension plan be reinstated since the Northwest pilots' DB plan was not terminated? 
Any change in either the NWA or DAL pilot retirement plans would presumably be announced by way of a completed merger agreement between the two MECs. We are not aware of any rumors, reports or any other evidence that Delta Air Lines or the Delta MEC are seeking to reinstate the defined benefit plan for active or retired Delta pilots. 
ALPA is the designated bargaining representative for the Delta and Northwest pilots and all issues covered by the respective Pilot Working Agreements, including those that extend to retired pilots and their survivors. It is ALPA alone who will decide on the terms and conditions of any agreement reached between the two pilot groups. 
The Delta pilots' defined benefit plan was terminated on Sept. 1, 2006 by order of the Bankruptcy Court following lengthy litigation. Delta's court-confirmed Plan of Reorganization does not contemplate the existence of a subsequent pilot defined benefit plan. 
As a consequence of plan termination, the tax-qualified portion of our defined benefit retirement is now being paid by the PBGC in accordance with its rules and procedures after it assumed the Trusteeship of the plan on Dec. 31, 2006. 
Agreement on a settlement for the non-tax-qualified pre- and post-termination portion of our retirement was negotiated between DP3 and Delta in 2006 with the majority of the allowed unsecured claim paid in stock in June 2007. A subsequent and final stock distribution is expected in the future. 
Any change to, or reversal of, these agreements reached under the continuing authority of Bankruptcy Court would prove to be both legally complex and expensive. It remains to be seen whether or not a reinstatement of the Delta pilots' DB plan is something ALPA and the merged companies will find valuable or attractive. 
What about passes? 
Despite repeated requests for reconsideration of pass status for retirees, Delta has declined to make any changes to its present pass policy. 
What about insurance costs? 
The retiree Delta Pilot Medical Plan will continue to track the active pilots' plan and is subject to periodic re-negotiation by ALPA. The DALRC plan for those over 65 will have its rates independently established by negotiation between DALRC and the insurance providers. 
The financial supplements and reimbursements negotiated by the pilot 1114 committee are permanent and will not disappear with time as the will the similar non-pilot benefits. 
The future--how secure are we? 
Most of us are no longer dependent on Delta for any significant future financial obligations. Our qualified pensions, while reduced, are in the hands of the PBGC; and, we have complete control of how we employ the stock grant we received in settlement of our non-qualified pension and medical claims. 
The D&S plan remains well funded and largely immune from collapse even though control of the plan still remains in part between Delta and ALPA's sometimes sticky hands. 
As it now stands, access to medical insurance for some, and for all, pass privileges, are the only formal ties to Delta that remain-and memories, of course. Only another trip through bankruptcy could significantly disrupt our few remaining benefits. 
As it has for the five years it has been in existence, DP3 will continue to be the voice and the watchdog and the defender of retired Delta pilots, their families and their survivors through whatever lies ahead. 
Thank you for your continuing support and encouragement. 
Jim Gray
Chairman, DP3
contact@dp3. org 
+++++++++++++++++++++++
 

As I have been mentioning for a while now, on these make-up lump PBGC checks, if you have not got yours, you must get pro-active. Below, the DP3 finally has published some guidance. 
Update from the PBGC Regarding Retroactive Checks
February 27, 2008
In November 2007 the PBGC recalculated pension benefits for retired Delta pilots.  In many cases, the new payments were higher than before, and a retroactive payment was due. 
 The letter that the PBGC sent to participants last November mistakenly noted that no action was required in order to receive the retroactive payment.  If you are one of the retirees who received the November letter that offered the option of rolling over your back pay into an IRA, and you did not return the form, the PBGC is waiting for that form before they can complete the payment. 
The PBGC on Friday sent a new letter all pilots whom they have identified have not received their retroactive payments.  A copy of that letter is posted on our web page.  If you have not received your retroactive payment, please look for that letter in the mail, complete the enclosed form in accordance with the instructions, and return it to the PBGC.
Please direct all questions about these payments to the PBGC Customer Contact Center at               1-800-400-7242       .

+++++++++++++++++++

Lost retirement savings act:
Letter by Capt Kurt Brown
 

Dear Congressman Carter, 
As you know from previous conversations, Delta Air Lines declared bankruptcy in 2005, which greatly affected then retired Delta Pilots.  Our pension was in several parts, a limited lump sum option at retirement, a defined pension portion and an undefined pension portion (in my case the defined and undefined portions were about the same).  With the bankruptcy Delta dumped the defined portion into PBGC and simply stopped paying the undefined portion.  The PBGC payments vary greatly among retired pilots, with many employment variables involved (date of hire, date of retirement, age at retirement, earnings, years of service, etc.).  For me, PBGC is paying about half of what my defined portion should be; some pilots are receiving as little as $80 per month.  Regarding the undefined portion, we have achieved some recovery in that we were treated as unsecured creditors in Delta’s bankruptcy proceedings and were eventually issued some “New Delta” stock in lieu of the undefined portion.  Again, each pilot’s stock amount varied greatly and depended on many of the same variables above.  In my case the value of the stock (at issuance) was about 20% of what my undefined pension would have been paid over many years.  However, the issuance value of this stock was treated as regular income for 2007 rather that being taxed as pension payments over many years, and 25% of the shares were not issued but were immediately sold to pay Federal income tax, not to mention whatever state income tax was due.  Not only that, but it was taxed at the issuance value rather than its value when sold, which could be lower.  Additionally, as you know, if a Social Security recipient earns more that a set amount in a given year, his benefits are reduced.  Because this stock was treated as regular income rather than pension payments over many years, my SS will now be reduced.  Also because of this treatment as regular income, rather than a pension over many years, we will probably not qualify for the government rebates this spring because our regular income for 2007 will be too high in the one year.  In nearly 40 years of USAF and Delta flying I was never treated so badly by the Viet Cong, unhappy passengers, moody flight attendants, foreign air traffic controllers, or Dutch women!  Here is the best part:
When we received our final paycheck at retirement, FICA was deducted from this paycheck, in advance, for all the unqualified portion we were supposed to receive the rest of our lives.  At bankruptcy, Delta stopped paying that unqualified portion, never to be paid according to the bankruptcy judge, but the IRS will not refund to us the portion of the FICA we paid in advance on pension funds we will never receive ($3261 for me)!   They claim they will consider this when the Delta bankruptcy is finalized, which could take years! 
Attached is info on two Bills, one from the Senate and one from the House, currently in the Ways and Means Committee.  While these bills will do nothing to bring back our pension, which was binding under the Federal Railway Labor Acts and nullified with a wave of the Federal bankruptcy judge’s hand, it will at least help prevent us from being unduly penalized because of the method used to pay back a small portion of what we worked for all our lives.  
Anyway, please read the attached info on the Lost Retirement Saving Act and hopefully you will see the fairness in supporting this and soliciting support from your colleagues in Congress.  Thanks again,
Kurt Brown, Captain (Retired)
Delta Air Lines 
 

++++++++++++++++++++++++
Thursday, February 28, 2008 - 6:03 PM EST
Pension agency sells $106 million in Delta shares
Atlanta Business Chronicle
The Pension Benefit Guaranty Corp. said late Thursday it has sold 5.9 million shares of its stock in Delta Air Lines Inc. for more than $100 million. 
The Pension Benefit Guaranty Corp. is the federal agency that insures the nation's pension plans. It took over Delta's pension plan for pilots in 2006 while the airline was in bankruptcy. 
The agency said it sold 5,917,933 shares of Delta, or 13.6 percent of its total Delta shares, at prices ranging from $16.82 to $18.37 a share. The sales occurred in 14 transactions from Feb. 1 to Feb. 21, and brought in a total of $106,190,718. 
Delta's shares traded as high as $18.53 in recent weeks (on Feb. 1) amid reports that Delta would merge with Northwest Airlines Corp.
Delta's stock closed Thursday at $14.09 a share. 
Following the sales, the Pension Benefit Guaranty Corp. owns 43,567,017 shares of Delta. 

+++++++++++++++++++
RE: Insurance Premiums
Hi Dave,
Here's a "Fast Blast" to advise our guys having insurance premiums automatically deducted from their checking accounts that the Feb 25th draft did not take place by company error.  According to my ESC phone call today, 29Feb, our usual bank draft for 25Feb will take place in the first week of Mar will the next deduction to occur on time at the end of Mar for April premiums.  A letter to all affected employees/retirees will be arriving soon with this explanation so if you could put this word out posthaste it may save our guys a bunch of ESC phone calls or needless concern.
Yours with continuous appreciation,  Wayne Murphy, ATL 76ER retiree, 1Apr 1997 

 

****

Update on Delta’s Direct Billing and Payment Process
Delta posted the following information on their Retiree Web Site on February 28, 2008: 

 Direct Premium Billing and Payment Process
Human Resources is working with the benefits administrator, Affiliated Computer Systems, to improve the current benefit billing and payment process. Currently, Affiliated is completing an exhaustive reconciliation of all individual accounts and will be sending out updated invoices in March. This reconciliation has caused a delay in the mailing of the February and March invoices as follows:
•        An invoice for February (for March benefit coverage) will not be sent.
•        An invoice will be mailed on or around March 14th which will include premium amounts for benefit coverage in both March and April, as well as updates made from the reconciliation process.
Please note the following:
•        Your coverage will continue. Benefit coverage will not be impacted due to the late invoices.
•        Late fees will not be assessed on the March invoices. Additionally, late fees applied in December 2007 and January 2008 are being waived. If you have included payment for these late fees, a credit will be applied on your March invoice.
•        If you are on Direct Debit payment, your March premiums will be deducted the first week of March, instead of the regularly scheduled date of February 25th. You will be notified prior to having the April premiums deducted from your account.
•        If you have already made your payments in advance of receiving your invoice, these payments will be posted to your account.

http://www.dlretiree.info/articles/feb08/direct_bill.htm
 +++++++++++++++++++++++

 

Open letter from Kight date March 3rd.  Has interesting info and reassuring words about the D&S Trust.  
http://www.dp3.org/data/ltr_all_dl_retirees_030308[1].pdf
 

________________________________________________
2nd Career:  

______________________________________________________________________
IRA Discussion Section:
From time to time I will run articles below that are pertinent to large IRA's.  One of the things that most of us have in common is the fact that our retirement is now centered around a rather large IRA (or two) that has it's advantages and dis-advantages.  Owning "qualified" assets in a traditional IRA is sometimes full of challenges that we didn't necessarily count on.  Most of these challenges involve how to minimize tax and maximize estate planning.  I will insert IRA information for our group to mull over.  
Many have contributed after tax dollars to a personal IRA.  If you do not keep track of the IRA basis with form 8606 then you will pay tax twice on these contributions. 
Tax-Saving Advice For IRA Holders
by Denise Appleby, CISP, CRC, CRPS, CRSP, APA 

Taxpayers miss out on tax benefits each year because they are unfamiliar with the tax laws or because they make mistakes when filing their returns. For example, you may pay taxes on amounts that should be tax free or pay excise taxes on distributions when you are actually entitled to waive those excise taxes. In this article, we highlight some of the tax benefits you should know about and tell you how to take advantage of them.

Tracking Basis to Avoid Double Taxation
Basis, also referred to as after-tax balances, accrue in retirement accounts from nondeductible contributions and rollovers of after-tax amounts to IRAs. Distributions of basis amounts are supposed to be tax free. However, if you fail to track these amounts, you could end up paying the IRS taxes on them, resulting in double taxation. Furthermore, if you fail to file IRS Form 8606 (Nondeductible IRAs) for the year, you may owe the IRS a penalty of $50, unless you can show reasonable cause for the failure.
	Example 

Jack made a rollover contribution of $100,000 from his 401(k) plan to his Traditional IRA. $25,000 represents contributions Jack made to his 401(k) account on an after-tax basis, which means distributions of these amounts should be tax free when distributed from his IRA. However, Jack failed to file Form 8606 to report and track the amount. Jack withdrew his IRA balance over a five-year period and included the entire amount as taxable income for the five years. Over this period, Jack paid taxes on $25,000 that were eligible for tax-free treatment. Had Jack filed Form 8606 for the year the rollover occurred, and for any subsequent year in which he made distributions from his IRA, he would not have paid taxes on the $25,000 that represented his after-tax balance.



Things to Note
I. Once you make a nondeductible contribution or roll over after-tax amounts to any of your Traditional, SEP or SIMPLE IRA, any subsequent distributions from any of your Traditional, SEP or SIMPLE IRAs will include a prorated amount of pretax and post-tax assets, as these IRAs are aggregated for the purposes of determining the taxable amount of any distributions.

II. If you have multiple Traditional, SEP and/or SIMPLE IRAs with different primary beneficiaries, you may want to maintain a separate Form 8606 for each IRA. This would allow each beneficiary to determine the basis of his or her inherited IRA and file any required Form 8606 accordingly.

Income in Respect of Decedent
Pretax retirement assets that are not distributed before the retirement account owner's death are not taxable to the deceased retirement account owner. Instead, they are included in the beneficiary's taxable income for the year distributed. However, such amounts may be included in the decedent's estate and subject to estate tax. If the decedent's estate filed IRS Form 706 (United States Estate [and Generation-Skipping Transfer] Tax Return), the amount of estate tax is reflected thereon, and the beneficiary may be eligible for a federal tax deduction for the amount of estate taxes reflected on Form 706. This deduction is referred to as Income in Respect of Decedent (IRD), and it is one of the most significant deductions available for inherited assets. Unfortunately, it is also one of the deductions that taxpayers most often miss. (For further reading, see Get Ready For The Estate Tax Phase-Out and Getting Started On Your Estate Plan.)

Tax experts opine that failure to claim the IRD could result in a tax rate of more than 80% on the inherited amount. Of course, this 80% is not paid by just the beneficiary - rather, it is a combination of the estate taxes paid by the decedent's estate and the federal and state taxes paid by the beneficiary. IRD is claimed as an itemized estate tax deduction on IRS Schedule A, and it is not subject to the 2% of adjusted gross income limit that applies to miscellaneous deductions. If you do not itemize your deduction, you will not receive the IRD deduction.

An in-depth explanation of IRD and how it works is beyond the scope of this article. However, if you inherited retirement plan assets and either took distribution of those assets during the last three years or still have balances in your inherited retirement accounts, be sure to talk to a retirement plan expert to determine whether you are eligible to claim the deduction for the IRD. (To learn more, see Inherited Retirement Plan Assets - Part 1 and Part 2.)

Exceptions to the 10% Excise Tax 
Distributions from your retirement accounts before you reach age 59.5 are subject to a 10% excise tax (early-distribution penalty), unless an exception applies. (To learn more, see Taking Penalty-Free Withdrawals From Your IRA and Tough Times...Should You Disturb Your Qualified Plan's Assets?) Your IRA custodian or plan administrator (the payor) will generally indicate that one of these exceptions applies to your distribution in Box 7 of your 1099-R, but may not do so in all cases for reasons that include the following:
	· You did not indicate on your request that the exception applied to the distribution. 

· An error was made in processing your request. 

· The type of exception for which you are eligible is not reported as an exception by the payor. IRS instructions for filing Form 1099-R state that the payor need not indicate that an exception applies if the payor is unsure of whether the exception applies, or if the distribution is made for medical expenses, health insurance premiums, qualified higher education expenses or a first-time home purchase. 


If you are eligible for any of the exceptions and this was not indicated on your Form 1099-R, you may rectify this by filing IRS Form 5329. (To learn more, see Retirement Plan Tax Forms You May Need to File - Part 1.)

Possible Reprieve for Missed RMDs and Busted SEPPs

Waiving the Excess Accumulation Tax
Certain distributions must be completed by the end of the year in order to avoid penalties. For instance, except for the year you reach age 70.5, when you can defer your required minimum distribution (RMD) until April 1of the next year, your RMD must be distributed by the end of the calendar year or you will owe the IRS an excess-accumulation penalty tax of 50% of the RMD shortfall. However, if the failure to distribute your RMD by the deadline is due to a reasonable error, you may request a waiver of the penalty by distributing the amount and writing an explanation to the IRS. (To learn more, see Missed Your RMD Deadline? What To Do.)

Getting Back on Track with Busted SEPPs   
One of the exceptions to the 10% early-distribution excise tax is taking distributions as part of a substantially equal periodic payment (SEPP). (For further reading, see Rules Regarding Substantially Equal Periodic Payment (SEPP).) However, if you failed to distribute the required amount by the end of the year, that may be considered a modification, and your SEPP program could be busted, which means that you would be required to pay all the excise taxes that were waived under the program, plus interest, and would not be able to continue that SEPP program. In such a situation, your options include the following:
	· Start a new SEPP program, if you are under age 59.5. 

· If the failure is not your fault, ask the IRS to not treat the failure as a modification and to allow you to continue the program. 


An example of how the IRS could respond to the second option is private letter ruling (PLR) 200503036. The taxpayer who applied for this PLR provided instructions to his financial institution to distribute the SEPP amount before the end of the year. However, the amount was not distributed by year-end due to the financial institution's error, but was instead distributed at the beginning of the following year. After reviewing the explanation of the facts and circumstances provided, the IRS agreed that the missed payment would not be considered a modification, and no penalties were assessed. 
A PLR cannot be cited as precedent or legal reference, but it gives a good idea of how the IRS would respond to issues with similar fact patterns.

Can You Recapture Missed Tax Benefits?
The IRS allows the taxpayer to file an amended tax return (IRS Form 1040X) to receive a tax credit or refund for a given year within three years after the date the individual files the tax return for that year, or two years after the date on which the taxpayer pays any taxes for that year, whichever is later. Therefore, if the error is detected early enough, you may file amended tax returns for any refund due for the applicable years. Applicable tax forms, for instance Form 8606, can be attached to Form 1040X or can be filed independently. Check with your tax professional to be sure.

Conclusion
Remember these two key points and you should be in good shape: being aware of tax benefits can result in significant savings, and missed benefits can be recouped if detected early. Understanding tax rules can be very challenging, especially if you don't have the time to study these rules and understand how they may apply to you. But if you seek the help of a tax professional who is also a retirement plan expert to handle your retirement plan affairs, you'll ensure that you receive all the tax benefits that apply to your retirement assets, including those that you inherit. 

All the forms mentioned in this article are available at www.irs.gov. 

by Denise Appleby, CISP, CRC, CRPS, CRSP, APA 
________________________________________________________________________________
Human interest: 
________________________________________________
Misc. Emails Contributors: 
 

Mark,  Before Delta turned the pension over to the PBGC I would get $2500/month.  Now I get zero.  Has anyone given any indication that this $30,000/yr loss can be written off against income on ones taxes?

 

Editor's Note: I wish, but unfortunately, one cannot write this lost promised pension off as a loss.

 

+++++++++++++++++

 

 

ON PBGC Lump Make-Up Check:

I still haven't rec. my make up sum or explanation from pbgc. as of 2-3-08. I did rec. 3 increases since my initial "0" for several months so I assume I will rec a make up lump.  Should I be concerned about this?  Are others still waiting?
Ron 
*****

Also I had to call the PBGC and send the picture ID to get my check. Still do not have it. They claim they will send it at the beginning of March. When I call them to ask where my check was they initially told me they did not receive the request and picture ID although they had sent me a confimation letter stating they had received it.

John 

Editor's Note: If you are entitled to a PBGC make-up lump and have not received it yet.  Get pro-active and contact them. They are waiting on you!
+++++++++++++++++++
01

I am a BOS based pilot retiree. I was under the impression that Delta was going to pay an $80 and a $90 subsistance check to me and to my spouse. Does the "stock award" eliminate that? Neither of us have ever recieved one of those checks so I am under the assumption that they were eliminated. 

Thank you!

02

Thank you Mark for the information. I am attacking my income tax preparations and trying to make sense of it all. I FINAQLLY got my stock "award". I am one of the people who has a complaint against the big "d" and they bankruptcy court wouldn't let them throw it out. They threatened me with "drop your complaint and we'll give you the stock", until I threatened them with adding blackmail onto my fraud complaint. They gave up and I got the award. By the time I got it I had lost $5,500 in decreased worth. 
Anyway, they had promised a $80 and a $90 check for each of us (employee and spouse) to help pay for our medical insurance. Then, when the stock idea hit them, they evidently figured the stock award would cover our medical insurance for life. I haven't seen it in writing but I would guess that is why we got the money.
I medically retired off the B-727 in Boston, (on Medical), in 1985. Then I changed to retirement in 1992 at 60. So I get a retirement check (now from PBGC) and about 25% disability from the D&S account. Knowing Delta, I worry over that one a little but I am 7X and perhaps if they don't hurry, I may continue collecting for a few more years.
Again, thanks! Keep up the good work. I appreciate it/
D
 

Editor's Note: I answered the above request directly with the pilot.  DAL is out of the paying to pilot retiree business altogether.  You will get paid by the PBGC or the D&S Trust, but DAL has said "bye bye bye" to anything that they had promised.  Gives a guy a warm fuzzy, if you know what I mean. 
 

+++++++++++++++++
 

Hangar Models SALE:  (I own some of these and they are very well done.  I just ordered a MD-88)
[image: image1]
The Hangar Models Company is having a 10% SALE from February 12, 2008 to March 12, 2008!  You can now order and customize your solid mahogany airplane models online at our new website at www.hangarmodels.com.  All of our models are hand carved and hand painted, no decals or machines are used.  
 
At check-out in the Coupon Code box type in HANGAR and you will receive 10% off your first model!  Make sure that you spell HANGAR in all caps and click on the 
Calculate Discount
.  You can also call us at 800.647.9080 and order over the phone.   
 
DO NOT MISS THIS SALE OPPORTUNITY THAT IS GOING ON FOR A LIMITED TIME ONLY!!  
 
If you have any questions or comments, please feel free to contact us at anytime!
 
Sincerely,
 
Jolynn Dupree
President/Owner
www.hangarmodels.com
dupree@hangarmodels.com
sales@hangarmodels.com
Office: 800.647.9080

 

++++++++++++++++++++

RE: DP3 Chm's letter

Why isn't ALPA and DP3 working to have our retirement brought back in full as part of a merger????????????  When active with ALPA I paid all my dues for what now???????????  If I can't have my retirement, at least give me my dues back!!!!!!!!!!!!!!  DWS
****

D, wake up & smell the coffee!  They’re not even trying to bring back our retirement & we’re still paying dues.  It’s gone!  They won’t get it back from the PBGC & they’re not going to try.  And the check is in the mail for the dues money.  
Randy
_________________________________________________________
TRAVEL Section:  Support the RSP network and become a "Ready...Set...Pack" traveler.  

 

 

 


Incredible exclusive [image: image2]Olympic deals with the largest Chinese travel agency! 




 

Time to book your cruise!!! 


 
 

    

  

  

  
 
 

 

  


              Transatlantic Cruises      US/Canadian Cruises        Shore Excursions          Holland America            European Tours           Mexiso Getaways          Last Minute Intl Deals         
 



  

  
 

Are you a "Ready...Set...Pack" traveler?  
 

For best cruise search use "advanced search" on 2nd page.
 

Then click rsptraveler.com for travel from cruises to 
resorts.  You'll find prices as low as anywhere on the net.
Re-Newed Web site- Faster and Better!
 




 

Flights | Cars | Hotels | Cruises | Shore excursions | Vacations | Golf | Flowers | Tickets | Concerts/Games
 

Want to get "PAID" to travel?  Click here.  YTB Business opportunity is a quality, fun endeavor, with insider travel perks!
 

 

_______________________________________________________________

POLITICAL ACTION AREA: (No entry here necessarily reflects the views of the editor.  You be the judge whether or not any action has merit.  This section is not meant for the easily peed off. As long as it isn't vile or contain offensive language, I will occasionally pass along a request for political action):
_________________________________________________ 

HUMOR/SOBERING/FUN Section: (Disclaimer: These are shared links.  I cannot pass along attachments or images but hot links work well.  All of the the links I pass along have been openned but none have been certified clean from problems.  With a good anti-virus program you should be safe on all). 
 

The video is eye-opening! Here's the link to the video -- it's a "must watch!"

 

http://www.youtube.com/watch?v=z42fchrzhHY
 

German Jet Wing Scrapes Runway; All Safe 
By THE ASSOCIATED PRESS
Published: March 3, 2008

 

HAMBURG, Germany (AP) -- A Lufthansa jet carrying 131 passengers was caught by gusting wind as it tried to land during a storm, causing a wing tip to graze the runway before the pilot got the plane back off the ground, the airline said Monday.

 

The incident happened on Saturday as the Airbus A320 approached Hamburg airport on a flight from Munich.

 

Airline spokesman Wolfgang Weber said the plane was traveling at 155 mph when it was rocked by wind during its landing attempt.

 

The left wing grazed the runway for a moment, but Weber said the pilot was able to stabilize the aircraft and take off again in what he called an ''absolutely professional maneuver.''

 

The plane landed safely shortly afterward on its second attempt.

 

''It was a dicey situation,'' Weber said. ''People were quite shaken.''

 

''It is hard to describe -- it went very quickly,'' passenger Hansi Kuepper said on n-tv television. He said there was silence on board for several minutes after the incident.

 

The plane went back into service Sunday after repairs, Weber said.

_________________________________________________

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."
